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MIN UTE S
BUDGET AND FINANCE COMMITTEE
Counc il of the Count y of Maui
Octob er 18, 2005
Counc il Chamb er, 8th Floor
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1

CONVENE:

1:32 p.m.

2

PRESENT:

Coun cilme mber Dain P. Kane , Chai r
Coun cilme mber G. Riki Hoka ma, Vice -Cha ir
Coun cilme mber Mich elle Ande rson, Memb er
(In 1:35 p.m. )
Coun cilme mber Robe rt Carr oll, Memb er
(Out 2: 49 p.m. )
Coun cilme mber Jo Anne John son, Memb er
Coun cilme mber Dann y A. Mate o, Memb er
Coun cilme mber Mich ael J. Moli na, Memb er
Coun cilme mber Josep h Pont anill a, Memb er
Coun cilme mber Char main e Tava res, Memb er
( Out 4: 12 p. m. )

STAF F:

Lanc e T. Tagu chi, Legi slati ve Anal yst
Cam ille Saka moto , Comm ittee Secr etary
Kalb ert K. Youn g, Dire ctor, Depa rtmen t
of Finan ce
Lanc e Okum ura, Adm inist rator , Real
Prop erty Tax Divi sion , Depa rtme nt of
Fina nce
scal Cont rol
Jame s Herr ingto n,
nanc e
of
nt
rtme
Anal yst, Depa
Depu ty
rst
,
Trac i Fuji ta Villa rosa
Corp orati on Coun sel, Depa rtmen t of the
Corp orati on Coun sel

3
4

5

6
7
8
9

10

ADMIN. :

11
12
13
14
15

OTHERS:
16
17

18
19
20
21
22
23

24
25

~

John Ande rsen, Real tors Asso ciati on of
Maui
Meli ssa Princ e
Tony Fish er, Comm ittee On More Equi table
Taxa tion (COMET)
Doro thy Willi ams- Edw ards, Maui Mead ows
Home owne rs Asso ciati on
Jame s Willi amso n
Morro w Bagd a, Comm ittee On More
Equi table Taxa tion (COMET)
John Terh orst
Bob J. Jone s
Jame s E. Spen ce, Comm ittee On More
Equi table Taxa tion (COMET)
John Blum er-B uell, Hana Comm unity
Asso ciati on
Will iam D. Tava res, Chai rman , Comm ittee
On More Equi table Taxa tion (COMET)
Bob Babs on
Buck Join er
Glad ys Bais a
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Add itio nal atte nde es

1

Aka ku:

2

PRES S:

3

CHAIR KANE:

4
5
6

7
8
9

(4)

Mau i Com mun ity Tele visi on, Inc.

..............
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Cal
l to orde r
(Ga vel. ) Good afte rnoo n.

the Cou ncil 's Bud get and Fina nce Com mitt ee
For
mee ting for Tue sday , Octo ber 18th , 2005 .
,,7 .
the reco rd, Mem bers , pres ent we have the v.lce
Cha ir of the Com mitt ee, Mr. Hoka ma, as wel l as

all Mem bers exce pt Mem ber And erso n, who is
So than k you
excu sed and wil l be here sho rtly .

10

very much , Mem bers .

11

the Com mitt ee.

We have full atte nda nce of

12
13

ITEM NO. 21: REAL PROPERTY TAX VALUATION
No. 05-6 2)

(C.C .

14
15
16
17

18
19

Mem bers , we have on the agen da this
afte rnoo n one item , Bud get and Fina nce Item

CHAIR KANE:

he
Num ber 21, Rea l Prop erty Tax Val uati on.
Com mitt ee is in rece ipt of the foll owi ng:
Firs t, Cou nty Com mun icati on Num ber 05-6 2 from

21

the Bud get and Fina nce Com mitt ee Cha ir,
refe rrin g the mat ter rela ting to real prop erty

22

valu atio n.

20

24

We also have a corr espo nden ce date d
Feb ruar y 9, 2005 , from the Bud get and Fina nce
Cha ir tran smi ttin g a dra ft bill enti tled , "A

25

BILL FOR AN ORDINANCE TO AMEND THE CHAPTER OF

23
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THE MAUl COUNTY CODE THAT RELATES TO
PROPERTY TAX VALUATION." And the dra ft bill was

1

2
3
4

5

6

prep ared by the Dep artm ent of Cor pora tion
Cou nsel and is base d on reco mme ndat ions
subm itted by the Com mitt ee on More Equ itab le
The
Tax atio n, also refe rred to as COMET.

8

purp ose of the dra ft bill is to esta blis h a,
quo te, "Ma ui Cou nty Acq uisi tion Base d Prop erty

9

Tax Syst em," unq uote .

7

10
11

Mem bers , toda y, this body lS here to
con side r whe ther to reco mme nd the pass age of the

13

dra ft bill on firs t read ing with or with out
reV lSlo ns. The Cha ir's inte nt toda y is to do an

14

upd ate.

12

15
16
17

18
19
20
21
22

We have many peop le sign ed up to
test ify. And I wan t to than k thos e of you who
And then we
have sign ed up to come forw ard.
will con tinu e some disc ussi on. The Cha ir at
this poin t doe sn't anti cipa te this pass ing out
of Com mitt ee toda y, and that we anti cipa te
havi ng furt her disc ussi ons , but we wou ld like to
open the disc ussi on, have the dial ogu e, and see
if we can star t answ erin g some que stio ns that

24

may stil l be unan swe red.
So at this poin t, Mem bers, the Cha ir's

25

inte ntio n is to reco gniz e pub lic testi mon y at

23
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3

If you do have a cell phon e or
pag er, folk s, here In the aud ienc e, we ask that
you plea se turn it to the sile nt pos itio n or to

4

the off pos itio n.

5

unn eces sary dist ract ion s to this Com mitt ee

6

mee ting this afte rnoo n.

1
2

7

8
9

10
11
12

13

14

this time .

Tha t way we can avoi d any

We will be prov idin g ever ybod y with fair
opp ortu nity at the podi um for pub lic test imo ny.
We wil l ask that you come forw ard when you are
Plea se stat e your name for the
iden tifie d.
reco rd, and if you repr esen t an orga niza tion , we
wou ld like to know that , too. Ever ybod y wil l be
prov ided thre e min utes , with an add itio nal
min ute to conc lude your com men ts. And then

16

plea se rem ain at the podi um. The re may be
que stio ns that wou ld be aske d by the Com mitt ee

17

of your test imo ny.

15

18

19
20
21
22

wel l.

The Cha ir reco gniz es Ms. And erso n as
Than k you.
Good afte rnoo n, Ms. And erso n.
At this time ,

I wou ld like to intr o

our firs t test ifie r, Mr. John And erse n.
Foll owi ng Mr. And erse n is Mel issa Prin ce.

ce

And

24

agai n, I will repe at, if you can, plea se for the
reco rd stat e your name befo re you star t your

25

test imo ny.

23

We are reco rded as wel l as we have
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1

the cam eras on, so we wou ld like to make sure

2

that we can reco gniz e you.
Mr. And erse n, good afte rnoo n.

3

.BEG IN PUBLIC TESTIMONY.

4

5

MR. ANDERSEN:

Good afte rnoo n, Cha ir Kane , and

6

Mem bers of the Cou ncil .

7

And erse n.

8
9

My name is John

I am the gove rnm ent affa irs dire ctor
for the Rea ltor s Ass ocia tion of Mau i, and I have
been aske d by our gove rnm ent affa irs com mitt ee

10

and our boar d of dire ctor s to test ify toda y on

11

this sub ject .

12
13
14
15

16

17
18
19
20
21
22

App roxi mat ely a year ago, our gove rnm ent
affa irs com mitt ee app oint ed a real prop erty task
forc e to exam ine and deba te the prop osal s hat
were bein g put fort h for refo rm for the real
They had pres enta tion s by the
prop erty tax.
COMET grou p and by the Cou nty' s Rea l Prop erty
Tax Div isio n. The task forc e revi ewe d and
disc usse d the pros and cons of the COMET
prop osal and conc lude d that they coul d not
The ir
supp ort this acq uisi tion -bas ed prop osal .
find ings were disc usse d by the gove rnm ent

24

affa irs com mitt ee and were forw arde d on to the
boar d of dire ctor s of the Rea ltor s Ass ocia tion ,

25

and the boar d of dire ctor s adop ted the foll owi ng

23
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1

pos itio n stat eme nt rela ting to real prop erty

2

taxe s:

3

4

The Rea ltor s Ass ocia tion of Mau i
beli eve s that the real prop erty tax syst em

6

shou ld ope rate in an effi cien t man ner that lS
fair and equ itab le to all taxp ayer s of Mau i

7

Cou nty.

5

8
9

10

11
12
13

It shou ld

excu se me -- it shou ld

prov ide suff icie nt reve nue for the Cou nty to
gua rant ee app ropr iate and just ifia ble serv ices
nece ssar y for the safe ty, wel fare , and
The
wel l-be ing of the enti re com mun ity.
exis ting tax syst em has ben efit s like the
vari able tax rate s base d on use, and the

15

Cou ncil 's abi lity to adju st the rate s up or down
ld
as the fisc al situ atio n dem ands , and that shou

16

not be com prom ised .

14

17

18
19
20

Und er the lead ersh ip of Cha ir Kane , this
Com mitt ee dem onst rate d its abi lity to prov ide
tax reli ef by incr easi ng the hom eow ner's
exem ptio n 80 perc ent to 200, 000, and tax refo rm

22

by crea ting a new cate gory with a high er rate
for time shar es ear lier this year duri ng the

23

bud get proc ess.

21

24
25

This flex ibil ity allo ws the

Cou ncil to keep the syst em fair .
Und er the curr ent syst em, two iden tica l
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1

2
3

4

5

hou ses side by side with the same use wil l have
same tax bill . This mak es the syst em equ itab le
An acq uisi tion -bas ed syst em
for all taxp aye rs.
cou ld add to the prob lem of affo rda bili ty for
firs t-ti me buy ers and imp air the Cou nty' s

7

abi lity to imp rove the infr astr uct ure , whic h lS
cou nter prod ucti ve to all of the effo rts und er

8

way to bui ld new affo rdab le resi den t work forc e

9

hou sing .

6

And fina lly,

10

rest rict ion s on the

13

Cou nty' s abi lity to be flex ible in the time s of
bud get sho rtfa lls cou ld jeop ardi ze the Cou nty' s
abi lity to gua rant ee serv ices nec essa ry for the

14

safe ty, wel fare , and wel l-be ing of the ent ire

15

com mun ity.

11

12

17

In con clus ion, we ask this Com mitt ee to
con tinu e the refi nem ent of the curr ent syst em,

18

and work with one tha t does work .

19

very muc h.

16

20
21
22
23
24

25

~

CHAIR KANE:

Than k you

Than k you, Mr. And erse n.
Mem bers , que stio ns for the test ifie r?

Mr. Pon tani lla.
It is not a
Than k you.
COUNCILMEMBER PONTANILLA:
que stio n, but I was won deri ng if we can have
cop ies of your stat eme nt.
88545852-b782-48c8-8fcc-b72f00382ec6
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1
2

late r this afte rnoo n.

3

COUNCILMEMBER PONTANILLA:

4

CHAIR KANE:

7

8
9

Than k you.

Than k you.

Any add itio nal que stio ns?
Mr. Mol ina.

5
6

I coul d e-m ail that to you

Cer tain ly.

MR. ANDERSEN:

COUNCILMEMBER MOLINA:

Than k you, Mr. Cha ir.

afte rnoo n, Mr. And erse n.

Good

You cite d in your

test imo ny that the acq uisi tion -bas ed syst em
wou ld caus e a prob lem for, I gues s, the
Can you cite a spe cifi c

10

firs t-tim e hom ebuy er.

11

exam ple why the syst em -- how the syst em cou ld

12

caus e a prob lem?

13

I said it may.

MR. ANDERSEN:

And if you look at the

15

need for fina ncin g as a wate rbed , so to spea k,
if you pres s down on one area , ano ther area lS

16

goin g to come up.

14

17
18
19
20
21
22
23

24
25

'1

And if a cert ain area of the
tax base is held down , that has to be made up In
ano ther area . And chan ces are, it's goin g to be

i
I'

made up in new purc hase s, new acq uisi tion s.
COUNCILMEMBER MOLINA: Than k you. Than k you,
Cha irma n.
CHAIR KANE:

Than k you.

Any furt her que stio ns for

Mr. And erse n?
Hea ring none , than k you very much for
your test imo ny, sir.
88545852-b782-48c8-8fcc-b72f00382ec6
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1

MR. ANDERSEN:

2

CHAIR KANE:

3

4
5
6

7

8
9

10

11
12
13
14
15
16
17
18
19
20
21
22

23
24

25

Than k you, Mr. Kan e.

Nex t to test ify, Mel issa Prin ce.
Ms. Prin ce will be follo wed by Tony Fish er.
Good afte rnoo n. My name is Mel issa
MS. PRIN CE:
Prin ce, and I am test ifyi ng as an indi vidu al.
have not had a chan ce to look over your
ordi nan ce, and I am not an exp ert in prop erty
tax laws , so I am just givi ng a gen eral
stat eme nt in supp ort of some kind of refo rm of
our prop erty tax syst em.
I have this arti cle here in the real
i
esta te inse rt that came out in yes terd ay's Mau
New s, and the arti cle is call ed, "Ba ll, No
Bub ble Bur stin g Even With out Mai nlan d Buy ers, "
and it says bas ical ly that even if all of the
buy ers from the Mai nlan d sudd enly stop ped buyi ng
prop erty on Mau i, the -- ther e wou ld stil l be
more dem and than supp ly, and it is unli kely that
the cost of hom es is goin g to drop any time
And then , he desc ribe s some of the
part -tim e resi den ts. They pay the ir taxe s, but
soon .

they have less imp act, supp osed ly, on the syst em
beca use they don 't use the road s and wha tnot .
But this is the para grap h that real ly
the para grap h says ,
It says , he says
got me.
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whe ther that tran slat es to

1

"The que stio n

2

soc ial imp act as wel l.

3

4

lS

The RAM pres iden t

sugg este d that Mau i has alre ady reac hed the
poin t whe re bas ical ly it has beco me home to

6

wea lthy hom eown ers and poo r serv ice prov ider s.
More has to be done by gove rnm ent to crea te an

7

g
in betw een thro ugh crea tion of new bett er-p ayin

8

jobs ."

5

11

And I am thin king to mys elf, wha t is
wron g with this pict ure? You know , he is sayl ng
that in orde r to make up for the risi ng cost of

12

hom es we need bett er jobs .

9

10

13
14
15

16
17
18

19
20
21
22

Wha t abou t the jobs

we alre ady have that can 't be fill ed for poli ce
and fire and othe r mid dle inco me wor kers ? I
I just
just can 't agre e with this enti rely .
feel that -- that they are sayi ng bas ical ly to
Mau i resi den ts, look , get used to it and just ,
But I feel
you know -- you know , adap t to it.
that ther e need s to be more refo rm than just
rais ing up the exem ptio n, and -- and som ethi ng
more tha t's easi er for elde rly peop le to acce ss,
and not nec essa rily pass the bill on to new

24

youn g fam ilies that are buyi ng hom es.
And so I just wan t to end with this --

25

this read ing from Prov erbs 21

23

cha pter 21,
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1

2

3
4

5
6

7

8
9

10

11
12

"He who shu ts his ears to the crie s
of the poo r will be igno red in his own time of
need ." So I just wan t to end with that and say

vers e 13.

that I hope that this Cou nty Cou ncil will do the
righ t thin g and make sure that the prop erty tax
syst em gets refo rme d in a way that is easy for
the aver age pers on to -- to hook into it and not
have to go runn ing down to the prop erty tax
depa rtme nt to appl y for that Circ uit Brea ker
thin g tha t's supp osed to give the reli ef.
tha t's all I have to say, than k you.
CHAIR KANE:

And

Than k you, Ms. Prin ce.

14

Mem bers, any que stio ns for Ms. Prin ce?
Hea ring none , than k you for your test imo ny,

15

ma' am.

16

MS. PRIN CE:

Than k you.

17

CHAIR KANE:

Nex t is Tony Fish er.

13

18
19
20
21

Mr. Fish er will be

follo wed by Doro thy Will iams -Edw ards .
ir.
MS. FISH ER: Good afte rnoo n, Cou ncil , Cou ncil Cha
My name is Tony Fish er, and I repr esen t the
COMET orga niza tion .

24

For year s, COMET has trie d to get acro ss
the idea that the prop erty tax syst em in Mau i
Cou nty no long er repr esen ts fair nes s to prop erty

25

own ers.

22
23

We trie d for many mon ths to get data to
8854585 2-b 782 -48c8-8f cc-b 72f0038 2ec6

BF 10/1 8/05
rage 13

2

ver ify that und eras sess ing new ly acqu ired
prop erty was cost ing the Cou nty mil lion s of

3

doll ars in reve nue.

1

4

5

When we fina lly got the

data , whic h took alm ost seve n mon ths, the mos t
rece nt 12,0 00 pro pert ies that were sold , whic h

7

we fina lly got, we foun d that the
und eras sess men t was $3 bill ion . You got it?

8

With a B.

6

9
10
11

12
13

Tha t's how much und eras sess men t that
we foun d, whic h tran slat es to $15 mil lion in
COMET was just made abou t,
un -- in non reve nue.
you know , wor ryin g abou t -- our obje ctiv e is to
incr ease reve nue, not decr ease it.
The Adm inis trati on chal leng ed this , but

15

talk ed only abou t 4,00 0 pro pert ies and neve r
t
exp lain ed how they made the ir calc ulat ion. Tha

16

was over six mon ths ago.

17

15 mil lion are corr ect.

18

were give n to us, and tha t's wha t the num bers

19

are.

14

20
21
22

3 bill ion and
Tha t's wha t the num bers

COMET coul d not get the Cou nty to
prop ose a tax refo rm pack age and thus COME
crea ted a five -pag e ordi nanc e whic h was

24

subm itted alm ost a year ago, whic h is wha t we
are here to disc uss toda y. Let me sum mari ze

25

t
this ordi nan ce, spe cifi call y wha t it is and wha

23
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1

2

3

it

lS

not.

Firs t, this ordi nan ce is not
Pro pos itio n 13. Tha t is a bad word .

It has its

5

good poin ts and bad poin ts, but this abso lute ly
not prop erty -- alth oug h it has some of

6

Prop . 13's des irab le feat ures but none of its

7

but und esir able feat ures .

4

8
9

10
11

12

13

Two, the ordi nan ce chan ge -- chan ges the
asse ssed valu e to the sale s pric e paid at the
So when
time the prop erty chan ges hand s.
some body buys a hous e, the asse ssm ent is chan ged
imm edia tely , not 12 to 24 mon ths late r, to
wha teve r was paid . This is call ed an

15

acq uisi tion -bas ed asse ssm ent and has been
tast ed -- test ed for many year s else whe re and

16

gen erat es add itio nal reve nue to the cou ntie s.

17

It is a plus , not a min us.

14

18

19
20
21
22

The ordi nanc e also prov ides for an
annu al cap of a maxi mum of 4 perc ent per year In
incr ease in asse ssm ent for thos e who do not
chan ge the own ersh ip of the prop erty . A
mis stat eme nt that was made by the real tor boar d

24

We
is that we are jigg ling with tax rate s.
disc usse d that with the Cou nty. The Cou nty

25

Cou ncil spe cifi call y said they did n't wan t to do

23

I
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We have not chan ged that .

1

tha t.

2

a -- a mis stat eme nt.

So that was

And we also put a floo r this , so in case
ther e is a dow nwar d spir al to prop erty valu es,
as has happ ened in the pas t in Mau i Cou nty.

3
4

5

8

Pres entl y the long -ter m prop erty own ers
pays a disp rop orti ona tely high tax, and the new
hom ebuy er pays -- and I don 't -- take the word

9

"hom e" out of ther e -- the new prop erty own er

6
7

10

pays a disp rop orti ona tely low tax unde r the

11

pres ent syst em.

12

MR. TAGUCHI:

13

MR.

14

FISH ER:

Thre e min utes .
And peop le call ed spec ulat ors and

flip per s get a free ride .

16

One of the disa gree men ts of the
Adm inis trati on lS that the tech nica l prob lems of

17

chan ging wou ld be enor mou s.

15

18
19

And all I can --

just goin g to very brie fly say that is
I spen t 45 year s in the
abso lute ly not true .

21

com pute r indu stry , incl udin g teac hing
prog ramm ing and syst ems ana lysi s at the coll ege

22

leve l for,

20

23
24
25

agai n, five yea rs.

It is non sens e.

One con tent ion tha t's alwa ys come up lS
that Mau i doe sn't wan t to be the Lone Ran ger In
ado ptin g this con cept . Las t year , May or Harr y
88545852-b782-48c8-8fcc-b72f00382ec6
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1
2

Kim of the Haw aii Cou nty imp leme nted an
acq uisi tion -bas ed asse ssm ent, exa ctly wha t

lS

4

bein g prop osed , with a thre e perc ent annu al cap.
Soun d fam iliar ? And the sky is not fall ing

5

on -- on the Big Isla nd.

3

6

7
8

Las t Nov emb er, unab le to pass tax refo rm
with the Cou nty Cou ncil in Kau ai, an
orga niza tion sim ilar to COMET put a refe rend um

10

on the ball ot whic h pass ed with two -to- one
It prov ides , in add itio n to
maj orit y.

11

acq uisi tion -bas ed asse ssm ent

9

12

MR. TAGUCHI:

13

MS. FISH ER:

14
15
16
17

Four min utes .

a two perc ent annu al cap and roll s
back ever y five yea rs. Exa ctly the same thin g.
It seem s that all acro ss the stat e and
the cou ntry , prop erty own ers are aski ng for tax
r
refo rm. COMET has been very pati ent whi le othe

19

cou ntie s have take n our idea s and imp leme nted
them , and Mau i ahs yet to even vote on the

20

con cept .

18

21
22

CHAIR KANE:

Mr. Fish er, I ask that you wrap your

com men ts up.

23

MR. FISH ER:

One sent ence .

24

CHAIR KANE:

Than k you.

25

MR. FISH ER:

We hope that toda y

lS

the end of the
,~

88545852-b782-48c8-8fcc-b72f00382ec6

BF 10/1 8/05
Page 17 t;
1
2
3
4

beg inni ng, and hop eful ly the beg inni ng of the
end for tax refo rm for the Cou nty of Mau i.
I got
I am sorr y for ove rrun ning .
com men ting on some body else 's com men ts.

5

CHAIR KANE:

No.

6

MS. FISH ER:

Than k you.

II

7

CHAIR KANE:

Than k you, Mr. Fish er.

I

Mem bers , que stio ns?

8
9

10

11
12

Than k you very much , Tony ,
Cou ld you give
for prov idin g that info rma tion .
that to us ln writ ing, plea se?

COUNCILMEMBER ANDERSON:

The copy of wha t I just said ?

MS. FISH ER:

14

COUNCILMEMBER ANDERSON:

15

MR. FISH ER:

17
18

Ms. And erso n,

follo wed by Ms. John son.

13

16

I

Sure .

Yeah .

I hav en't got 40 cop ies, but I

have -COUNCILMEMBER ANDERSON:

One copy is all we need .

can make cop les.
You got it.

19

MR. FISH ER:

20

COUNCILMEMBER ANDERSON:

21

CHAIR KANE:

Than k you very much .

22

Jo Ann e, befo re -- befo re I reco gniz e
you, Ms. John son, Ms. And erso n, any furt her

23

que stio ns?

24
25

We

COUNCILMEMBER ANDERSON:
quit e wel l.

No, I thin k he cove red it

Than k you.
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Than k you.

1

CHAIR KANE:

2

COUNCILMEMBER JOHNSON:

Ms. John son.
Yes.

Tony , I wan t to than k

4

you for bein g pati ent and also for some of the
sugg esti ons and the exp lana tion of some of

5

thos e, you know , area s whe re ther e seem s to be

6

some disp ute.

3

7
8

9
10
11

12
13
14
15

16
17
18

19
20
21
22

You made a comm ent in the firs t par t of
your test imo ny abou t the, you know , the actu al
unc olle cted amo unt of taxe s beca use of the way
that we set it out, our asse ssm ents , or do the
reas sess men ts. One of the thin gs that I am
curi ous abou t, beca use you made a stat eme nt
late r on that , you know , I gues s the sky is not
goin g to fall beca use we chan ge this syst em.
How do you env isio n wha t you are tryi ng
to advo cate for add ress ing the conc erns that you
brou ght up in the begi nnin g of your test imo ny,
whic h is com ing up with the acq uisi tion -bas ed
valu atio n, and then not havi ng a lag time so
that we have all this mon ey owin g?
MS. FISH ER: Oh, okay . Tha t is an extr eme ly good
que stio n in that we have alwa ys talk ed abou t

24

3 bill ion und eras sess ed and $15 mil lion in
It lS a pre tty simp le and
add itio nal reve nue.

25

stra ight forw ard thin g.

23

If a piec e of prop erty
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2

3
4

5
6
7

8
9

10
11

12
13

14

15
16
17

18

is valu ed -- I am sorr y.

Now, we are only

We in no
talk ing abou t new ly acqu ired prop erty .
way, shap e, or man ner are affe ctin g of the
peo ple who have not had thei r prop erty chan ge
hand s in the last , now, six yea rs.
By the way, the 15 mil lion lS now clos er
to 20 mil lion . And the only simp le -- in ever y
com pute r reco rd of ever y piec e of prop erty in
The
the Cou nty of Mau i, ther e are two num bers :
You
asse ssed valu e and the pric e that was paid .
take all of the peop le that have boug ht prop erty
in some peri od of time . Whe ther it is a year or
two or thre e or five , tha t's a Cou nty Cou ncil
dec isio n, whic h we have talk ed abou t innu mer able
Tha t's your dec isio n, not our dec isio n.
And you take the fiel d call ed pric e paid , and
you put it in the fiel d call ed asse ssed valu e.
Imm edia tely , then , that beco mes the
Tru st me.
time s.

20

asse ssed valu e, and it is asse ssed at wha teve r
the prop erty tax rate is. We star ted a year --

21

alm ost two year s ago now, with one prop erty tax

19

22
23
24
25

9

rate , if you will rec all.
This grou p spe cifi call y said we don 't
thin k tha t's a good idea . Mau i is diff eren t.
We ough t to have mul tipl e tax rate s, and we
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1

agreed, so at whatever that is.

2

results In the 15 to 20 million, and it happens

3

immediately.

4

we are, by ordinance, going to roll back the tax

5

assessment to what you paid for some period of

6

time in the past.

7

all those back taxes?

8

start paying them now, and you get the money

9

immediately.

10

And that's what

It happens the minute you guys say

COUNCILMEMBER JOHNSON:

Does that mean you got to pay
Absolutely not.

But you

And so if I understand what

11

you are saying, then, that those individuals

12

where we have not captured that revenue, if we

13

roll back, then the new sale or the sale of

14

property that has not yet hit those roles, that

15

would more than compensate, in your opinion, for

16

any shortfall on the other end, where we

17

wouldn't be receiving the income?

18

MS. FISHER:

Absolutely.

Absolutely.

I mean,

19

it's -- that's what we did.

20

asked so many times for the data, so we could

21

prove it?

22

given 12,000 properties and said, okay, this is

23

it.

24

Association, we talked about those numbers and

25

those.

Our data shows.

Remember when I

Now, again, we were

When we made a presentation to the Realtors
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1

2
3

4

5
6
7
8

9

The Cou nty then came in and said , oh,
this is -- thes e num bers are all wron g beca use
our 4,00 0 -- and I aske d the Cou nty, whe re
did -- how come 12,0 00 beca me 4,00 0? Bec ause if
you take the -- sele ct out the righ t 4,00 0, of
cou rse the num bers are goin g to be not the same
I do not know to this
as they are with 12,0 00.
I have aske d and
day why 12,0 00 beca me 4,00 0.
aske d, and nobo dy can give me a num ber.
But the 12,0 00 is corr ect.

10
11

3 bill ion is corr ect.

12

mor e.

The

The 15 mil lion .

Now even

14

But you may wan t to take the fift h year
It coul d be a year
back and not incl ude them .
It coul d be any
It coul d be 5 mil lion .
back .

15

num ber of thin gs, but that is your dec isio n to

16

mak e, not ours .

13

17

18
19
20
21
22

23
24
25

Wha t we are sayi ng

lS

that ther e is a

cert ain amo unt of mon ey that will be spen t and
coll ecte d as a resu lt of doin g this , and some of
it, obv ious ly, is goin g to come from the -- from
the 4 perc ent on ever ybod y, and the diff eren ce
betw een that and wha t you are spen ding now is
Righ t now, you are
this asse ssin g at the time .
12 to 24 mon ths behi nd in the firs t asse ssm ent.
Ever ybod y know
For inst anc e, flip pers .
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what a flipper is?

2

piece of property now and before he gets his new

3

assessment, he sells it to somebody else.

4

before that guy can do anything, he sells it to

5

somebody else.

6

What would happen here is the guy that buys it

I

7

and is a flipper -- I don't have any problem

I

8

with giving people the right to be a flipper or

9

a speculator as long as they pay their fair

That's a guy that buys a

And

That is going on a lot, a lot.

10

share.

11

have a couple of other people who will make a

12

comment about this.

13

just recently sold for 6 million.

14

me.

15

adjacent properties will be taxed the same.

16

That is so absolutely and positively untrue as

17

anybody who lives In Maui County knows.

18

But if they are paying -- and we will

$150,000 piece of property
That bothers

And one of the comments that was made was

I

went to my neighbors, all of whom have

19

fairly similar properties, and I said,

tel

20

what your property tax assessment is.

You know,

21

we are so far off on my street that it's

22

hundreds of thousands of dollars and the houses

23

are approximately the same.

24

absolutely untrue.

25

me

That is an

And we will have one person

who will testify about the Supreme Court

I

I
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1

decision on this subject, and the Supreme Court

2

found,

3

absolutely untrue, and that the concept of

4

acquisition-based was fairer than the

5

ad valorem.

6

Court.

7

about it.

in an eight-to-one vote, that it was

8 to 1, United States Supreme

So I -- it makes me angry just to think

8

CHAIR KANE:

9

COUNCILMEMBER JOHNSON:

10

Ms. Johnson.
Yes, Mr. Chair.

In -- one of the questions I have, then,

11

and what is prompting it is because I am trying

12

to visualize in my mind that, okay,

13

way we do it now because we just can't possibly

14

go out and reassess everything.

15

MS. FISHER:

16

COUNCILMEMBER JOHNSON:

I know the

Right.
Let's say that someone under

17

your formula or what was presented to us, they

18

go out and they acqulre a new property from

19

another individual, which would then trigger

20

this new tax base, assuming that it's a much

21

higher value.

22

saylng is that at that point in time, there

23

would be something triggered that would be sent

24

to the tax assessor's office that would at least

25

alert the tax assessor that, okay,

If I understand what you are

this property
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1

changed hands?

2

be alerted?

Is that the way that they would

3

MS. FISHER:

4

COUNCILMEMBER JOHNSON:

5

MR. FISHER:

That happens now.
But--

Put into the record of the property is

6

whatever the price was paid for that.

7

there now.

8

want to get into the details from a computer

9

standpoint, but trust me, it is as easy as this.

That's

And all you do -- and again,

I don't

10

There are two fields.

11

this is what's assessed.

12

you put it in there, and you say good, that is

13

the assessed the value.

14

whatever the tax rate is for whatever the kind

15

of property is, whether it's ag land or

16

homeowner, and that becomes the new tax.

17

that's where this underassessment reservoir of

18

$3 billion exists.

19

COUNCILMEMBER JOHNSON:

This is what you paid,

Okay.

You take this field,

Now multiply it times

And

So there would be no

20

new or additional procedure required,

21

simply change the field that you were getting

22

the data from, and then looking at it based on

23

what was actually in the computer system?

24
25

MS. FISHER:

Absolutely true.

just to

It is much, much

simpler, by the way, because then

I have only
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lived in my house for a number of years,

2

example.

3

say plus 4 percent.

4

I don't have to have a zone.

5

add other people's in together, and then I

6

believe you have heard me use the term before,

7

homogenize it, you just take -- and mine is

8

mine, and yours is yours, and yours

9

and everyone then is -- gets this 4 percent per

as an

Every year, they just go through and
Next year, plus 4 percent.
I don't have to

lS

yours,

10

year, until I sell it.

11

house, the new buyer knows exactly how much his

12

taxes are going to be.

13

COUNCILMEMBER JOHNSON:

14

much, Tony.

15

information.

16

MR. FISHER:

Okay.

And when I sell my

Great.

Thank you very

I really appreciate the

We thank you all for being so helpful

17

with us and taking this as long as we have.

18

particularly to Bill, obviously, Tavares.

19
20

Any other questions?
CHAIR KANE:

I will take care of that, Mr. Fisher.

21

Ms. Anderson.

22

COUNCILMEMBER ANDERSON:

23

And

Thank you, Chairman.

Tony, you were mentioning the 12,000

24

versus the 4,000.

25

little bit further.

Could you clarify that a
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1

MR. FISHER:

I wish I could, Michelle.

We were given

2

these -- this data on a computer disk, which was

3

not given us to the way we wanted it, by the

4

way.

5

around because it wasn't in the right order.

6

But there are 12,000 transactions in here.

7

then took that data and used it times the tax

8

rates, and we created a summary that says the

9

underassessment as of July 1 of last year was

We had to then go take it and massage it

10

$3 billion.

11

the record as the assessment and what is the

12

purchase price.

13

$3 billion.

14

That is what you are carrying in

The difference in there is

And we presented that.

And as I say, we went to the Board of

15

Realtors, and they asked us to do that, and

16

that's -- held this up and said this is the

17

12,000.

18

said 4,000.

To this day

COUNCILMEMBER ANDERSON:

20

MS. FISHER:

Said 4,000 what?

-- I do not know where the other 8,000

went.

22

COUNCILMEMBER ANDERSON:

23

MS. FISHER:

24

COUNCILMEMBER ANDERSON:

25

I
I

We were followed by the County, who

19

21

We

Said 4,000 what?

4,000 property changed hands over time.
Transactions.

So they were

saying there were only 4,000 sales transactions
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as opposed to the 12,000 that they had

2

previously given you?

3

MS. FISHER:

That they had -- yes.

And I have no

4

explanation for that, although we have asked

5

again and agaln how did it get from 12,000 to

6

4,000.

7

8
9

COUNCILMEMBER ANDERSON:

And did you request that In

writing?
MS. FISHER:

No.

Nobody has ever come out and said,

10

gee, we have done this, et cetera.

11

sticking by -- you know, it was one of my

12

about the third paragraph down,

13

were -- the correct numbers are 3 billion and

14

15 million, and nobody has ever come to us and

15

said we have recomputed this and that number is

16

wrong because.
These are their numbers.

17

So we are

I said there

This is their

18

present assessment.

19

price is, times the difference, times the tax

20

rate.

21

COUNCILMEMBER ANDERSON:

This is what the purchase

And that data that you have

22

for the 12,000 properties, does it say the date

23

that the property changed hands?

24
25

MS. FISHER:

Yes.

That's also, to answer a question

that Councilmember Johnson brought up, is you
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1

have to obviously have the date when you go

2

backwards.

3

But every time a piece of property changes

4

hands, from one person to another, the sales

5

price the date of the change goes as a permanent

6

part of that record.

7

From this point on, it's academic.

COUNCILMEMBER ANDERSON:

So, if you have got the date

8

of those 12,000 transactions, it's pretty hard

9

to explain why the County says there's only

10

4,000 of them.

11

Okay.

12

You said that Kauai and the Big Island

13

have both adopted acquisition-type tax reform?

14

MS. FISHER:

One other question, Mr. Chair.

The Big Island has adopted it because

15

the Mayor did it.

16

of Kauai did it on a referendum, which lS now

17

before the State Supreme Court because the

18

County sued itself, as it turns out.

19

or not, the County sued the County and said you

20

can't do this.

21
22
23

COUNCILMEMBER ANDERSON:

The island of -- the County

Believe it

The County lS chal englng

it.
MS. FISHER:

So they are saying.

But the

24

acquisition-based with a 2 percent increase and

25

a rollback passed by a two-to-one majority last
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1

November and lS now before the Supreme Court of

2

the State of Hawaii for adjudication.

3

COUNCILMEMBER ANDERSON:

4

Well, my question was gOlng

to be have you reviewed both of these bills?

5

MS.

6

COUNCILMEMBER ANDERSON:

7

MR.

8

COUNCILMEMBER ANDERSON:

9

MS.

FISHER:

FISHER:

FISHER:

Of what, the Kauai and -- yes,

I have.

You have.

In great detail.

In fact,

And are they

I went to Kauai and talked with

10

both the Mayor of Kauai and with the gentleman

11

who put this through, the equivalent of Bill

12

Tavares.

13

COUNCILMEMBER ANDERSON:

And

and are they

14

substantially different in any way from your

15

proposal?

16

MS.

FISHER:

It would take another 15 or 20

17

minutes

18

and a change -- the assessed value at

19

acquisition are identical.

20

it's 2 percent, 3 percent versus 4 percent.

21

rollback in Kauai was significantly greater.

22

There are a lot of little idiosyncrasies of that

23

nature, but fundamentally the idea is the same.

24

I have told this County Council on more

25

fundamentally, the concept of a cap

The difference lS
The

than one occasion, I think Maui needs a Maui tax
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1
2
3

4

refo rm, not a Haw aii, not a Kau ai, not a City
It need s to go and
and Cou nty of Hon olul u.
crea te som ethi ng whic h is uniq ue to Mau i.
Bec ause I thin k Mau i is diff eren t.

7

And to that exte nt, I do not agre e with
eith er one of the othe r two or wha t Oahu did,
whic h was ano ther cap that they put in plac e

8

abou t six mon ths ago, whic h is agai n som ethi ng

9

diff eren t.

5

6

10

COUNCILMEMBER ANDERSON:

11

CHAIR KANE:

Okay .

Than k you, Tony .

Than k you, Ms. And erso n.

13

Any furt her que stio ns for Mr. Fish er?
Hea ring none , than k you, Mr. Fish er, for your

14

test imo ny.

12

15

MS. FISH ER:

Than k you.

16

CHAIR KANE:

Nex t to test ify

lS

Ms. Dor othy

17

Will iams -Edw ards , and she will be follo wed by

18

Jame s Wil liam son.

19
20
21
22

MS. WILLIAMS-EDWARDS:
inv itin g us.

Good afte rnoo n.

Than k you for

We don 't come over very ofte n, but

it's pre tty imp orta nt when we do.
Sinc e 2002 , the medi um sale prlc es In

24

Mau i Mead ows has ridd en -- rise n 134 perc ent in
thre e yea rs. This year alon e, they have soar ed

25

45 perc ent alre ady .

23

A vaca nt prop erty sell ing
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1

for $795,000, and an ohana house sold the other

2

day for over a million.

3

benchmark.

4

house once in a while.

5

year alone and the year isn't over.

6

think that's going to do to my taxes?

7

The realtors have a new

They used to sell an over-a-million
They have sold 24 this
What do you

Reform and relief, tax reform and relief

8

is needed now.

9

some kind of tax relief or reform, and it's

The other counties have given

10

necessary here.

11

last.

12

should have had ours earlier.

I don't understand why we are

I thought we were progresslve, and we

13

I hope you take this tax reform

14

seriously and act, and act fast, because people

15

are suffering.

16

not to tax us off of our property.

17

what is happening because there have been no

18

action on tax reform.

19

listen and hopefully take action very soon on

20

tax reform because it is really necessary.

21

Thank you.

22
23

CHAIR KANE:

We elected you to represent us,
And that's

We are here for you to

If you can please state your name for

the record, ma'am.

24

MS. WILLIAMS-EDWARDS:

25

CHAIR KANE:

Dorothy Williams-Edwards.

Thank you very much.
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2

Members, any questions for
Ms. Williams-Edwards?

3
4

Hearing none, thank you very much for
your testimony.

5

James Williamson.

6

followed by Morrow Bagda.

7

MR. WILLIAMSON:

Good afternoon.

And he will be

My name is Jim

8

Williamson.

9

Meadows Homeowners Association.

I am vice president of the Maui
I will be

10

talking with respect to our support of the

11

association position.

12

As has been said, in our state, the Big

13

Island and Kauai have led the way in proposing

14

property tax reform by capsing -- capping the

15

amount of tax.

16

county Council, as has been mentioned, on Kauai,

17

a group passed a charter amendment for tax

18

reform.

19

for five years to the fiscal year 1999 level,

20

and then restrict annual increases to no more

21

than 2 percent per year.

Because of inaction by the

Kauai's measure would roll back taxes

On Maui, our property tax -- I am

22

23

talking about our individual property tax, on

24

our house -- has increased even more than for

25

Kauai.

From annual records we have, over the
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last five years, since the year 2000, the

2

assessed value of our home has gone up by some

3

104 percent, and taxes by 94 percent over five

4

years.

5

We favor the Kauai formula to roll back

6

taxes five years, to fiscal year 2000, and then

7

allow 3 percent, not 2 percent, annual lncreases

8

commenclng in fiscal year 2000 [sic], but with

9

the fiscal year 2005 tax revised based on

10

increasing the fiscal year 2000 tax by 3 percent

11

per year.

12

2000 -- 2000 through 2004, which have already

13

been paid, would not be changed.

The taxes paid for the fiscal years

For example, the fiscal year 2005 tax

14

15

due in our case, our individual house, would be

16

1464, $1,464, as rolled back, and not 2,453 as

17

it currently is.

18

be determined by increasing the 1,444 amount by

19

escalating at 3 percent per year.

20

and exemption would remain the same at

21

$3.50/1,000 and $200,000, respectively.

22

you for your attention.

23
24

25

CHAIR KANE:

In future years, our tax wou d

The tax rate

Thank

Thank you, Mr. Williamson.
Members, any questions for the

testifier?

Hearing none, thank you, sir.
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MR. WILLIAMSON:

2

CHAIR KANE:

You're welcome.

Morrow Bagda, followed by John Terhorst,

3

and I am sorry if I am mispronouncing your name,

4

Slr.

5
6

Mr. Bagda.
MR. BAGDA:

Aloha, Chairman Kane, Members of the

7

Council, and others.

8

My residence is Kuau, Maui.

9

a member of the COMET organization since its

My name is Morrow Bagda.
I am and have been

10

founding and I fully support an

11

acquisition-based property tax system,

12

subject of today's meeting.

13

discussing the Circuit Breaker system for

14

awhile.

15

marrow lingo -- I will get it -- Mayor Linda

16

Lingle on November 7th, 1995.

17

the

I will be

That system was signed into law by then

~

As a further introduction, you should

18

know that I had the honor of being able to say I

19

was a member of the Blue Ribbon Committee that

20

put this bill together or this law together in

21

1995.

22

4

As I think back about the Committee's

23

activities and discussions at that time,

24

that time has really changed the concept of what

25

we worked on during that year.

I find

For instance, we
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believed if we could find a solution for those

2

homeowners that had limited incomes, and when I

3

say limited, I mean small incomes, but with

4

valuable property where their taxes were

5

jeopardizing their ability to keep that

6

property, we would have met the goal we started

7

with.

8
9

Think about my statement when I just
said limited income, small incomes, or whatever

10

you want to call them.

11

person, in Maui, who has an adjusted gross

12

income of $65,000 and a real tax bill of $2,000

13

or more is eligible, is eligible to use the

14

Circuit Breaker system tax credit system.

15

think so?

16

what is 65,000 times .03?

17

which means he subtracts that from $2,000, and

18

he's got $50 credit coming.

19

gross income.

20

right on down the line?

21

person with $100,000 pretty soon will be

22

eligible to the tax -- to the Circuit Breaker

23

system.

24

25

Today, a person, any

Don't

Well, if you are a fast multiplier,
Comes out 1,950,

$65,000 adjusted

And what is going to happen,
It's going to rise.

A

Well, I think I can safely state that I
don't believe a member of the committee ever
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2

beli eve d that they wou ld be elig ible to use the
law that we were putt ing toge ther , incl udin g

3

mys elf.

1

4
5
6

7

8
9

10

But of cou rse, wha t has happ ened is
It's the prop erty tax
wha t you hear con stan tly.
that keep s goin g up and goin g up and goin g up.
You mig ht thin k and say, wow, $2,0 00
real tax -- real prop erty tax bill ? Tha t's
But
pre tty darn high . Yeah , you are righ t.
tha t's the kind of a tax is a pre tty common
occu rren ce, and it can do noth ing more but keep

12

goin g high er and high er as land incr ease s, as
the pric e of land incr ease s, and pric es of

13

hou ses incr ease .

11

14
15
16

So whe re does that take us?
Wel l, list en, last year , only 3 perc ent
of the prop erty own ers with hom eow ner's
exem ptio n used the Circ uit Brea ker syst em.

18

Tha t's a very sma ll segm ent of taxp ayer s, of
pub lic, to stan d up and say, "Hu rrah for the

19

Circ uit Bre aker ."

20

Circ uit Brea ker.

17

21
22

Huh -uhf not hurr ah for the

Mem bers of Cou ncil , we have outg rown the
We
usef ulne ss of the Circ uit Brea ker syst em.

24

have outg rown the usef ulne ss of the Circ uit
It need s to be can cell ed and
Brea ker syst em.

25

repl aced .

23
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MR. TAGUCHI:

2

MR. BAGDA:

Three minutes.
The acquisition-based property tax system

3

is the natural replacement.

4

think about this.

5

Ribbon Committee to design it.

6

that task has already been accomplished.

7

task

lS

to recommend passage of the draft bill

8

that

lS

in your folder.

9

CHAIR KANE:

And you won't --

You won't have to form a Blue
Why?

Because
Your

Thank you.

Thank you, Mr. Bagda.

10

Members, any questions for Mr. Bagda?

11

I have a question for you, Mr. Bagda.

12

MR. BAGDA:

13

CHAIR KANE:

Yes.
And forgive me, I am a little confused

14

because you've

15

it was sarcasm or being genuine about being

16

proud of being on this task force, Blue R bbon

17

Task Force.

18

MR. BAGDA:

19

CHAIR KANE:

you've -- and I don't know if

Now, I was -- I am proud of it.
Okay.

So I just wanted

thank you for

20

that clarity.

21

testimony is taking away the validity of the

22

work that was trying to got done on this Circuit

23

Breaker.

24

has happened?

25

intent that you described for the Circuit

Only because it seems like your

Because what

in your opinion, what

Why has it changed from the

~,
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Breaker?

2

do anything to change it, from my understanding.

3

What changed?

4

MR. BAGDA:

I mean what -- because Council didn't

What changed

lS

the fact that taxes went

5

up and faster than we thought it could be

6

possible.

7

that time, believe it or not, ten years ago,

8

with fairly low taxes.

9

bill at the time.

We were working with fairly

at

I looked at my own tax

It was around $500.

Today,

10

it's $2,000.

11

and I think that's happened all the way through.

12

In ten years, it's gone that far,

SO what has happened is we were

13

thinking -- our goal was to take care of the guy

14

with very small income, low income, and no

15

possibility for that income to rise, but with a

16

nice, big, huge piece of property that may have

17

been in the family for many years.

18

was to say give him something or give her

19

something that they can go In and say I will get

20

a credit.

21

some kind of help on my tax bill.

22

I'

And our goal

I will get some kind of a credit,

Today, we are not talking about people
$65,000 is not exactly

23

with limited income.

24

what you would call a limited income.

25

big income.

That's a

And what's going to happen is as
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the tax -- because $2,000, you might say, well,

2

that's not a huge bill.

3

But it's going to go higher.

4

increase, that tax bill is going to go higher,

5

so that pretty soon, $65,000 is going to be a

6

limited lncome.

7

be the time you say you put the 3 percent

8

against there and say well, heck, that's less

9

than my tax bill, so I got credit coming.

It isn't a huge bill.
As property values

70,000, 80,000, 100,000, might

10

That's not a good system anymore.

11

great system when we started, but I don't think

12

it's the system that we should be using today.

13

CHAIR KANE:

Okay.

It was a

And again, I am just trying to

14

understand, because your testimony is based on

15

saying that the Circuit Breaker system doesn't

16

work, and it should be replaced with what we

17

have before us.

18

MR. BAGDA:

Is that what you are saying?

I don't think

I guess I should say

I

19

don't think it works as we expected it to work,

20

for very limited incomes, with people with nice

21

big properties.

22

imagine everybody in this room, maybe everybody

23

in this room could actually file for a Circuit

24

Breaker credit right now, today, which at the

25

time, I don't think there was a single soul on

It is now almost everybody.

I
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that committee that ever thought they would be

2

filing.

3

CHAIR KANE:

Final question for you, was there a

4

specific trigger of what was determined a person

5

who had low income, as you say, or limited

6

income?

7

folks placed on that?

8

MR. BAGDA:

9

CHAIR KANE:

10

Was there a dollar amount that you

No, not that I can recall, no.
Okay.

Hearing none, Mr. Bagda, thank you for
your testimony.

13

MR. BAGDA:

14

CHAIR KANE:

You bet.
Next to testify is John Terhorst, or

15

Tenhorst?

16

Jones.

17

Members,

any questions?

11

12

Thank you very much.

MR. TERHORST:

I am sorry.

And followed by Mr. Bob

Chairman Kane and Council, we thank

18

you for the opportunity to speak.

19

greatest myths we have of assessment-based tax

20

systems coupled with assessment caps is that the

21

younger first-time buyer will be adversely

22

affected.

23

truth.

24
25

One of the

Nothing could be further from the

The first fact is that the card that a
property owner receives specifically states, and
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I

2

estimates of the full market value of your

3

property."

4

assessment and there's no more accurate estimate

5

than that which was just paid.

6

pricely -- precisely reflects the apparent

7

intent of the County and couldn't be fairer.

quote,

8
9

"The assessed valuation represents our

I

That then is the criteria for

Thus the concept

Secondly, 27 years of experience in
California shows that the first-time buyer still

10

just as enthusiastic about acquisition-based

11

assessment with assessment caps today as In

12

1978.

13

California had an opportunity to overturn

14

Proposition 13 In the mid '90s, the overwhelming

15

affirmed the Proposition 13 concept two to one.

16

And most importantly, exit polls conducted on

17

younger buyers under 35 supported the concept

18

three to one.

19

For instance, which the taxpayers of

I

have a letter that was written.

"As

20

you asked, this letter is expressing my

21

experlence with an acquisition-based property

22

tax system.

23

buying our first home ever in California, I

24

heard all the misgivings of people who said this

25

concept of paying property taxes on a basis of

As a young couple beginning with
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the sale prlce I paid was a terrible idea.

2

were they wrong.

3

were able to budget and plan our house payments

4

and expenses including property taxes to the

5

nickel.

6

absolute maximum of our income capability

7

because we knew that there would be no surprises

8

when the tax bills came in.

9

lived in Massachusetts which we called tax --

Boy,

The first element was that we

We were able to buy a house at the

I

had previously

10

'Taxachusetts' because people we were not being

11

taxed out of our houses, they were being taxed

12

out of the state because tax rates run about

13

18,000 per thousand.

14

system is very similar to Maui.

15

surprised with the concept of a start with the

16

assessment at the price you paid and then have

17

increased limited to 2 percent per year."

18

I

As I understand,
I

this

was plenty

myself have the experience here

19

because we lived in California.

20

there -- lived there prior to Proposition 13,

21

and then when Proposition 13 came in, and it

22

We were

reduced our taxes more than 100 percent.

23

At the time, before Proposition 13 came

24

In, our taxes kept going up as they are here in

25

Maui, and I

I:
I

feel that we should have a cap on
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2

our -- on our assessments.
CHAIR KANE:

Thank you, Slr.

If you can state your

3

name for the record, since I kind of butchered

4

it.

5

MR. TERHORST:

6

CHAIR KANE:

I'm sorry.
Terhorst.

John Terhorst.

Thank you, Mr. Terhorst.

7

Members, questions for our testifier?

8

Hearing none, thank you, sir, for your

9

testimony.

10
11

12

Mr. Bob Jones.

Mr. Jones will be

followed by Mr. James Spence.
MR. JONES:

Aloha.

My name is Bob Jones.

I have

13

been a resident of Maui County for 46 years and

14

a Kihei condominium owner since 1974, and I am a

15

member of COMET.

16

The Maui County acquisition-based

17

property system needs to be adopted in order to

18

give relief to existing property owners whlle

19

fairly collecting revenue now being lost to

20

skyrocketing property values.

21

the following:

22

condominium complex, a unit -- a unit was just

23

sold for $1,700,000.

24

appraisal system, any new taxes from this sale

25

will not create -- will not create an increase

A good ex

Ie lS

In a very upscale Kihei

Under our current
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In revenue for 12 to 24 months.

2

acquisition-based system, the tax on the sale

3

value will be billed to the owner when the sale

4

is filed.

5

In the

Under the present appraisal system,

this

6

spike in sales price will most likely be

7

contested as the owners in this complex can

8

afford to hire a talented representative to make

9

the case that this particular property is more

10

valuable than those units in the rest of the

11

complex.

12

local residents will find this tax appeal

13

process time-consuming, complicated, and

14

intimidating, if they have to give testimony

15

before the Tax Appeal Board.

Under this tax repeal system, the

16

Under the acquisition-based property

17

system, the tax value is set by the purchase

18

price of the property and can be applied to the

19

tax roll without any complications.

20

An additional benefit to the acquisition

21

system is property taxes would be based on an

22

assessment of not more than 4 percent yearly as

23

described in the proposal as escalation.

24

allows property owners to know their property

25

taxes in the future.

This

Under the current method,
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property taxes can rlse 20, 50, and 100 percent

2

and more on an annual basis.

3

escalations In rental prices, and most landlords

4

cannot benefit from a homeowner's exemption and

5

thus do not even qualify for the Circuit

6

Breaker.

7

increase in property taxes usually gets passed

8

on to the tenant.

9

10

This causes big

The uncontrollable expense of a big

Being a landlord myself, the last thing
I want to do is raise the rent and lose my
15

11

long-term tenant; therefore, one of the great

12

advantages of the acquisition-based system is

13

the considerable benefit it has for renters.

14

In conclusion, the acquisition-based

15

property tax system has twice been approved by

16

the voters in California.

17

system is now in place in the Big Island, and it

18

has been approved by the voters on Kauai, and it

19

is also being studied now on Oahu.

20

for the opportunity to appear before you.

21
22

23
24

25

CHAIR KANE:

Furthermore, this

Thank you

Thank you, Mr. Jones.
Members, questions for Mr. Jones?

Ms. Johnson, question?
COUNCILMEMBER JOHNSON:
being here.

Bob, thanks very much for

I am going glve you an example
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1

because it relates directly to what you were

2

talking about.

3

somebody that buys five properties, and they pay

4

a certain amount for those five properties.

5

They might not live in any of them.

6

proposal, as I understand it, they would, as

7

long as they had not sold those properties,

8

their cost increase or their annual assessment

9

increase would not go up more than the

10
11

Under the

4 percent; is that correct?
MR. JONES:

12
13

Let's say that you have got

When they sold the property, the new tax

rate would go to the person that bought it.
COUNCILMEMBER JOHNSON:

14

Right.

But let's just assume

that --

15

MR. JONES:

16

COUNCILMEMBER JOHNSON:

You mean they keep the property?
Let's just assume that they

17

held on to the property, and they would -- it

18

would keep gOlng up the 4 percent, and they held

19

them for five years or whatever it was.

20

would then, let's say, in terms of their actual

21

acquisition price, they wouldn't receive any

22

more than the 4 percent from what they

23

originally paid per annum; lS that correct?

24
25

MR.

JONES:

That's as I understand it.

They

NOW, there

are some limitations in the proposal, but that's
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the way I understand it would be, yes.

2

gather, that's the way it is in California.

3

the person that has the million dollars

4

the million-dollar home next to you, you have

5

the tax that is increased 4 percent.

6

4'

And as I
So

- buys

And if I could just add one thing, In

7

this unit where this piece of property went for

8

170,000, you might say, gee, this is so unfair

9

to this fellow.

Had he bought in 1985, he could

10

own 20 units, but he didn't.

11

the taxpayers, we have said, have paid taxes,

12

assessments, and everything else to bring up the

13

property.

14

difference, he is just kind of buying into the

15

game.

16

In the meantime,

So that's why I feel if there's a

COUNCILMEMBER JOHNSON:

Okay.

And then uSlng the

l7

example, let's say, of a renter

18

this person is owning all these homes, he's not

19

going to live in each one of them.

20

that the renter then comes in.

21

the incentive for this individual, if the rents

22

are escalating just in general, what would be

23

the incentive for that person to pass along the

24

savings, because he's only got the cap now of

25

4 percent, on to the person that's renting his

obviously, if

Let's say

What would be
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2

property?
MR. JONES:

You understand what I am saying?

Well, it's a little vague, but maybe I

3

can just relate to myself as a landlord.

4

you want to do and wrap in cotton is a good

5

tenant who pays his rent and doesn't trash the

6

place.

7

pays his rent on time, he can almost move in a

8

gorilla, because the law protects the tenant.

9

So as a landlord, you do not want to raise taxes

What

You can ask any lawyer, if your tenant

10

and if possible, you lower them -- I mean rents.

11

You lower them to keep a good tenant.

12

COUNCILMEMBER JOHNSON:

So, so what you are saying

lS

13

that, at least from what has been experienced In

14

other places that have utilized this tool,

15

doesn't seem that the rents, then, are

16

escalating out of sight in proportion to what

17

the person is actually capped at in terms of

18

their real, real property taxes?

19

MR. JONES:

I don't think so.

20

that too well.

21

that.

Am

I really can't follow

I maybe have to refer to Tony on

I on firm ground, Tony?

22

MR. FISHER, FROM THE AUDIENCE:

23

correct.

24

COUNCILMEMBER JOHNSON:

25

it

Okay.

What she just said

All right.

lS

Thank you

very much.
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MR. JONES:

2

COUNCILMEMBER JOHNSON:

49

Thank you.
I just want to make sure that

3

we don't have unintended consequences because

4

I -- I -- you know, if we pass past this,

5

don't want to see rents escalating and then have

6

that profit going to the pocket of the

7

individual who is getting the break on the real

8

property tax assessment.

9

MR. JONES:

Okay.

10

COUNCILMEMBER JOHNSON:

11

MR. JONES:

12

CHAIR KANE:

13

I

Aloha.

Thank you.

Thanks.

Any more questions for Mr. Jones?

Hearing none, thank you, Mr. Jones.

14

James Spence.

Mr. Spence will be

15

followed by John Blumer-Buell, testifying on his

16

own behalf.

17

MR. SPENCE:

Good afternoon, Members of the Council.

18

Thank you for your time.

19

Spence.

20

since 1976.

21

have some information for you that is based on

22

the Supreme Court ruling.

23

My name is James

I live in Lahaina.

I have lived there

I am a property owner there, and I

One of the greatest myths concernlng

24

acquisition-based assessments coupled with caps

25

on increase and assess -- assessments in taxes
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lS

2

property owners will pay different taxes based

3

on how long they have owned the property.

4

fact are correct.

5

problem is wrong.

that the result will be that adjacent

These

The fact that this is a

6

First of all, all the ad valorem tax

7

system as practiced in Maui County creates a

8

greater disparity and is so found by the

9

Superior Court and the Court of Appeals in

10

California and the u.S. Supreme Court in an

11

eight-to-one decision In 1992.

12

This argument

lS

a myth.

The case

13

brought against Proposition 13 In California was

14

based on the 14th Amendment to the United States

15

Constitution, because of the perceived

16

inequities.

17

decision, and I have five short comments I would

18

like to read to you from it.

19

I

have a copy of the Supreme Court

The first comment, taxpayer brought

20

action against California property tax system

21

under in which assessed value could increase at

22

only two percent per year, except in cases of

23

improvement or change in ownership.

24

California Supreme Court dismissed the case.

25

The Court of Appeals confirmed the case.

The

The
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United States Supreme Court (Justice Blackman)

2

held that the California property tax system did

3

not violate equal protection under the law in an

4

eight-to-one affirmation.

5

The ration -- the rational basis for a

6

California property tax system under which

7

increases in assessment of value are limited to

8

2 percent a year, except when the property was

9

sold or approved, were made on the property as

10

provided by the state's interest in local

11

neighborhood preservation, continuity,

12

stability, and by determination that new owners

13

at the time of acquisition, and of acquiring

14

this property, does not have the same reliance

15

and reliant interest in warrantied protection

16

against higher taxes as does an existing owner,

17

and that the tax system did not violate the

18

equal protection of the 14th Amendment.

19

The third one, in permitting longer term

20

owners to pay less taxes than newer owners of

21

comparable property, this assessment scheme

22

rationally furthers at least two legitimate

23

state interests.

24

legitimate interest in local neighborhood

25

preservation and continuity and stability, and

First, because the state has a
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it legitimately can decide to structure a tax

2

system to discourage rapid turnover in ownership

3

of homes and business.

4

legitimately can conclude that a new owner, at

5

the point of purchasing his property, does not

6

have the same reliant interest, warranties, and

7

protection against higher taxes than does Not

8

existing owner who

9

purchase and does not have the option of

lS

Second, the state

already saddled with his

10

deciding not to buy his horne if the taxes become

11

prohibitive.

12

MR. TAGUCHI:

13

MR. SPENCE:

All right.

14

CHAIR KANE:

You have an additional minute to

15
16

Three minutes.

conclude, sir.
MR. SPENCE:

I'

Go ahead.

All right.

The acquisition -- the Court

17

found that it survived equal protection review

18

because it was supported by at least two

19

rational bases.

20

property taxes from reflecting unduly inflated

21

and unforeseen current values and second that it

22

allowed property owners to estimate future

23

liability and taxes with certainty.

24

25

First, that it protected

And the final one, the two exemptions at
issue were rationally further legitimized
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purpose, the people of California reasonably

2

could have concluded that older persons in

3

general should not be discouraged from moving to

4

a residence more suitable to their changing

5

family size or lncome.

6

California reasonable could have concluded that

7

the interest of a family In a neighborhood

8

continuity and stability were furthered by and

9

warrantied an exemption for transfers between

Similarly, the people of

10

parents and children, petitioners did not

11

demonstrate a rational basis other than these

12

exceptions.

13

CHAIR KANE:

14

15

Thank you.

Thank you, Mr. Spence.
Members, any questions for Mr. Spence?

Hearing none, thank you very much.

16

Next to testify -- and Members,

just to

17

provide clarity, Mr. John Blumer-Buell has

18

signed up two times, once on his own behalf, and

19

he will be testifying as an individual, and then

20

he will

21

Hana -- excuse me -

22

So he, without objections, Members, will be

23

provided opportunity to testify in two different

24

capacities.

25

he also signed up on behalf of the
Hana Community Association.

Thank you.

Mr. Blumer-Buell.
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MR. BLUMER-BUELL:

Thank you, Chair Kane, and good

2

afternoon, Council Members.

3

from Hana today, and I -- I went by Kinko's and

4

made some copies of testimonies I have submitted

5

over the past two years or so.

6

that -- this has been going on a while, and

7

Michelle Anderson was not on the Council when

8

some of this was given, so I hope you will take

9

the time to go through it.

10
11

I have come over

And for those

I strongly support

your passing this out to the full Council.
And I would like to read just a couple

12

of paragraphs of a letter that I wrote that was

13

published in September 2003 in the Maui News.

14

In Hana, I have seen a number of

15

Hawaiian families come very close to being

16

forced off their land by high -- higher

17

valuations.

18

able to survive the rapidly escalating

19

valuations and taxes.

20

needs to be the tax implications to

21

Hawaiian-owned properties if the Akaka bill

22

passes Congress or if some other form of

23

sovereignty is recognized.

24

government really value our families and

25

communities?

The next generation will not be

Part of this discussion

Does the Maui County

The current system threatens
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individual family and community stability_

2

also threatens the wonderful and important

3

cultural diversity that makes our community so

4

special.

5

It

And I would really urge you to think

6

about the way Hawaiians and a lot of people look

7

at land.

8

They look at it forever.

9

it was given to them.

They don't look at it for speculation.
They didn't -- they --

They are taking care of

10

it.

11

be lost, without question.

They will pass it on.

And that is going to

12

And the -- what the market-based -- the

13

market-assessed valuation system is not working

14

and it's not fair,

15

short example.

16

to Oprah Winfrey in Hana, and I don't know her,

17

and I respect what she does.

18

ranch probably $25 million or so, and she's --

19

wants to put a lot of it in conservation.

20

the -- so she's paid the Getty trust, who are

21

already multi-millionaires and billionaires, all

22

this money so that they can break even on a land

23

deal, and then she'll dedicate it to a

24

conservation easement, and end up paying very

25

little.

at all.

Let me give you a

We recently had a sale announced

But she's paid the

So

She'll probably get a 50 percent tax
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break, although I appreciate the open space and

2

the protection of the very important cultural

3

sites.

4

I

But what people don't think about is

5

because, as land becomes preserved, now all of a

6

sudden the outlying properties are becoming more

7

and more valuable.

8

people at Hamoa and Hanioo, In that area, and

9

you know, what is happening

And I talked with,

lS

you know,

the -- the fact

10

that there's land tied up in conservation or

11

with famous people is escalating the property

12

valuations allover the neighborhoods, and all

13

over Hana.

14

MR. TAGUCHI:

15

MR. BLUMER-BUELL:

Three minutes.
And that simply -- it simply is

16

not fair that the super-rich, even if they don't

~

17

intend to do so, are having such a negative

I>

18

impact on the local population.

19

is not fair.

20

It just simply

Some would argue that the market value

21

system

22

that it's clearly threatening to destroy the

23

Hawaiian culture and a very unique community in

24

Hana.

25

it -- this

lS

working as it should.

I would argue

And that's something that really I think
this value assessment system will
88545852-b 7 82 -48c8-8fcc-b 7 2fOO 382ec6

BF 10/18/05
Page S7
1

work and protect the Hawaiian families out

2

there.

3

heard talked about.

4

very strongly in this.

5

CHAIR KANE:

Thank you.

So please consider that
Mahalo.

Members, any questions?

And if you can please state your name,

6

7

And it's a real benefit that I haven't

for the record, Mr. Blumer-Buell.

8

MR. BLUMER-BUELL:

9

CHAIR KANE:

I am John Blumer-Buell.

Thank you.

And because you are

10

testifying both times, that testimony was your

11

own comments, testifying?

12

MR. BLUMER-BUELL:

13

CHAIR KANE:

Yes, that was on my own behalf.

Thank you.

Members, any questions for

14

Mr. Bloomer Buell?

15

Mr. Blumer-Buell for the Hana Community

16

Association.

17

MR. BLUMER-BUELL:

Hearing none,

Yeah, John Blumer-Buell agaln

18

for -- speaking on behalf of the Hana Community

19

Association.

20

Members.

And aloha, Chair Kane, and Council

21

At the Hana Community Association board

22

of directors meeting last evening, we discussed

23

real property tax valuation.

24

the HCA board voted to, quote,

25

property tax valuation based upon acquisition

After discussion,
"support real
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value and a substantial rollback of

2

assessments," end quote.

3

In addition, we support a, quote,

4

"Minimum property tax for first-time

5

homeowners," end quote.

6

It is clear in the Hana community that

7

speculative market value assessments are not

8

good for our community.

9

Hawaiian families and other long-time residents

Our multi-generational

10

are being hurt with the current tax structure.

11

We thank the Committee for More Equitable

12

Taxation for their efforts, and thank you for

13

your consideration.

14

And I am speaking on behalf of the

15

community association board of directors, and

16

there's a list of the members.

17

were absent last night, but they like to show

18

who's on the board and who was there.

19

passed unanimously.

20

A few of them

And just on a historical note,

This

the

21

committee association, probably 15 years ago,

22

wrote a letter of support for COMET in its

23

earliest days and also worked with Tom Morrow

24

with this idea.

25

speaking for the board here, but I think that --

And you know, in my -- I am not
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CHAIR KANE:

2

MR. BLUMER-BUELL:

Excuse me.
I think this -- I shouldn't speak.

But the board has -- this is an informed

3

4

recommendation.

5

still on the board were there 15 years ago, so

6

it's not a -- it is an informed recommendation.

7

So, thank you very much.

8

CHAIR KANE:

No, thank you, Mr. Blumer-Buell.
Members, any questions for

9

10

Some of the people that are

Mr. Blumer-Buell?

11

MR. BLUMER-BUELL:

12

CHAIR KANE:

Mahalo.

Hearing none, thank you very much.

And

13

he has provided written comments for both his

14

testimonies this afternoon.
Next to testify, Members, we have

15
16

Mr. William Tavares.

17

Bob Babson.

18

MR. TAVARES:

And he will be followed by

Glad I could still negotiate the

19

passage here.

20

COMET, Committee for More Equitable Taxation,

21

and resident of Kuau for nearly 84 years.

22

COMET represents all of Maui's pr

I am Bill Tavares, Chairman of

erty

23

owners and

24

future and our futures, but the futures of our

25

children and grandchildren.

lS

deeply concerned not only about my

We consider
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accusations that we are just a group of angry

2

old men and women contemptible.

3

Property tax reform is a national

4

concern, whether you know it or not, and COMET

5

takes pride that we were the first group to

6

propose property tax reform in the State of

7

Hawaii way, way, way back in 1988.
Now, quoting the latest AARP bulletin,

8
9

quote,

"The housing bubble, with its red hot

10

estate values, has sent property taxes soaring,

11

making taxpayers mad as hell."

12

use that word.

13

stirred more people into anger and outrage

14

recently than the property tax, and," continuing

15

the quote, "politicians are scrambling to

16

accommodate them."

17

I don't hardly

"Few types of taxation have

Now, there are three salient points that

18

COMET's proposal emphasizes, and we cannot

19

repeat them often enough.

20

increases property tax revenue.

21

First, our pr

osal

Second, COMET's proposal limits the

22

annual property tax assessment to a maximum of

23

4 percent.

24

County has set a 3 percent annual cap, Kauai's

25

electorate has voted to set a 2 percent cap, but

Already, as we have heard, Hawaii
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the legality of their action will be determined

2

by the State Supreme Court perhaps next year.

3

Now, the Oahu Council, under the fine leadership

4

of Ann Kobayashi, whom I tried to this week and

5

I couldn't, has set a maximum 4 percent tax

6

limit for property owners with an adjusted gross

7

income below 50,000.

8

show is a Circuit Breaker, which benefits fewer

9

than 1,000 property owners, and is not the

All Maui County has to

10

panacea, the cureall, that this administration

11

keeps claiming.

12

~

The third salient feature of COMET's

13

proposal shifts the tax burden from the

14

long-term property owner, who doesn't get any

15

relief from the present system, so the new

16

buyer, by means of an acquisition-based

17

assessment system.

18

before, has an historic opportunity to effect

19

meaningful property tax reform.

20

system is unjust as unfair -- and unfair as we

21

have been asserting for 17 years.

22

This Council, as I have said

The present

I

COMET has even written this ordinance

23

for you.

24

but which gives you a plan that can be molded

25

into an acceptable tax system.

Not necessarily the final solution,
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In conclusion, through open discussion,

2

we hope we all can become aware of what we need

3

to do in order to accomplish our common goals.

4

As Tony Fisher has said, this is

5

MR. TAGUCHI:

Three minutes.

6

MR. TAVARES:

-- a tax reform effort which could be a

7

precursor to a tax revolt.

8

the last thing In the world that COMET wants is

9

a tax revolt.

10
11

A tax revolt.

So what's next?

What's next?

Thank you.
CHAIR KANE:

12

Thank you, Mr. Tavares.
Members, any questions for our

13

testifier?

14

Mr. Tavares, for your testimony.

15

Hearing none, thank you very much,

Our person next speaking is our final

16

person signed up to testify, unless there's

17

anybody else.

18
19

But

We ask that you come forward now.

Mr. Bob Babson.
MR. BABSON:

Aloha, Chairman Kane and Members of the

20

Committee.

21

speaking for myself.

22

all to vote no on this proposed ordinance for

23

the following reasons:

24

perfectly good property tax program installed up

25

and running for the County right now.

My name is Bob Babson.

I am

I would like to urge you

One, we already have a

There's
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an old saying, if it isn't broken, don't fix it.

2

To discard the existing system and install a new

3

system would be incredibly expensive and

4

actually increase our taxes over all,

5

all to have pay for it.

6

county government put out a request for bids to

7

programming companies that do this kind of work

8

to see how much this lS going to cost?

9

certainly that think we would want to know

10

Slnce we

Has anyone in the

I

would

before voting on this ordinance.

11

Also, how many extra people In the

12

finance department are we gOlng to have to hire

13

to install, train, and maintain this new system?

14

How much are these extra people going to cost

15

the taxpayers in the years ahead?

16

that you reduce property owners' tax by,

17

because they bought the house five,

18

years ago, is a dollar that you are going to

19

have to increase somebody else's tax who bought

20

their property more recently.

21

this make any sense?

22

Department, fire department, or the County In

23

general for services rendered give discounts to

24

people who have lived in their house for a long

25

time?

Should they?

Every dollar
ust

ten, or more

How on earth does

Does the Police

Of course not.

We are all
,
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equal citizens and we should all be charged the

2

same for the same services.

3

question of how to handle declining real estate

4

valuations if this acquisition-price-based

5

system is installed.

6

for their house and the property value for the

7

house drops to 400,000, then should they get a

8

$100,000 drop in assessed value?

9

written into the ordinance?

Then there's the

If someone paid $500,000

Is that

If the predictions

10

of a real estate bubble busting come true,

11

the County property tax assessor is going to be

12

working day and night if this new system is

13

installed.

14

to hire more staff to do all the individual

15

assessments.

16

then

The tax assessor will probably have

Under the current very fair system,

17

where everyone

18

with the 14th Amendment, there is not problem.

19

The County tax assessor simply looks at th

20

increase or decrease in valuations and adjusts

21

all properties in that area by the same percent

22

for each year.

23

lS

treated the same in accordance

Prop. 13 has not worked In California.

24

Please review my testimony from October 12, 2004

25

meeting for a detailed analysis of what is wrong
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with Prop. 13.

2

administer.

3

I

It's a mess and hard to

If indeed the properties on different

4

on Mr. Fisher's block are all similar

5

properties, and they are all completely out of

6

whack in valuation, then I would think the

7

County Council and the Mayor and the Finance

8

Director would want to look into that.

9

under the system that I understand, that I am

Because

10

speaking in favor of here, the existing system,

11

people in similar properties should have similar

12

assessed values.

13

something -- there should be an investigation.

14

Let's see.

And if that's not true,

then

Also, I would like to say if

15

assessed values do go up -- everybody is saying

16

oh, okay, the values go up; therefore, my

17

prlce -- my property tax goes up.

18

assessed value goes up, then the rate per

19

thousand should come down.

20

bottom result should be about the same for the

21

County's budget for that year.

22

MR. TAGUCHI:

23

MR. BABSON:

If the

The end -- the end

Three minutes.
There shouldn't be a windfall just

24

because a bunch of property taxes went

25

property sales of the market went up.
I
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And then of course there's the third

2

maJor problem.

3

where farmers have the ten-year farm agreement.

4

They pay next to nothing in property tax.

5

is a social decision, which I support.

6

our farmers.

7

property taxes,

8

business.

There are thousands of acres

This

We want

If we start raising the farmers'
they will all be out of

You will see residential everywhere.

~
~

9

But how does that fit into this new system?

10

What are you going to do?

11

their taxes?

12

do they get -- or is there an exclusion in this

13

new ordinance that's being reposed that all

14

farmers with these ten-year farm agreements are

15

excluded?

16

you for allowing me to testify.

17

CHAIR KANE:

18

After all,

It's goofy.

Go and raise all
if they bought it.

So at any rate,

Or

j

thank

Thank you, Mr. Babson.
Members, any questions for Mr. Babson?

19

Hearing none,

20

testimony.

21

thank you very much for your

Is there anybody else here in the

22

chamber that has not testified that would like

23

to?

24

Seeing nobody approaching, Members, without

25

objection, we will close testimony for this

Now is your opportunity to come forward.
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2

afternoon's meeting.
COUNCILMEMBERS VOICED NO OBJECTION.

3

4

.END OF PUBLIC TESTIMONY.
CHAIR KANE:

Thank you, Members.

The Chair

lS

It's a little before 2:50.

5

of the time.

6

will call a recess, and we will reconvene,

7

Members, at 3:05.

3:05.

8

RECESS:

2:49 p.m.

9

RECONVENE:

3:06 p.m.

CHAIR KANE:

(Gavel.) okay.

10

Recess.

aware
We
,~

(Gavel.)

Members, we are

11

reconvened in the Budget and Finance Committee

12

meeting of October 18th, 2005.

13

be excused from the rest of the meeting this

14

afternoon.

15

Mr. Carroll will

He is not feeling very well.

Members, we have received our oral

16

testimony, and we have closed testimony.

17

would also like to note that we have received

18

for this meeting many written testimonies,

19

think we will be also -- staff will be making

20

some copies of some additional testimony that

21

was provided.

22

weren't made for the body, so staff will, at the

23

end of the meeting, provide those to your

24

binders so you can take a look at that at some

25

point past this meeting this afternoon.

I

and I

,,

Unfortunately, ample coples

t
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again, we have received written testimony, and

2

that is also located in your binders, Members.

3

Item Number 21.

4

At this point, before the Chair moves

5

forward, we will be recognizing the Finance

6

Director, who is on his way up to the chamber,

7

so before he makes his entrance -- and he did

8

notify us that he had to step away for a moment

9

to take care of some business downstairs -- are

10

there any comments or remarks by the body at

11

this time?

And we have, again, closed public

12

testimony.

Any comments?

13

COUNCILMEMBER HOKAMA:

Mr. Hokama.

Chairman, I think what might

14

be helpful for the Committee, we have heard,

15

through various testimonies, the degree of

16

increase in percentages of assessments.

17

what would be also helpful for us, so that we

18

can maybe have a good sense of the percentages,

19

if also you would consider under your signature,

20

Mr. Chairman, a letter to Department of Finance

21

to speak about or to give us information about

22

the actual dollar lncreases, you know.

23

100 percent of $1 is $2.

24

exaggerating the example.

25

CHAIR KANE:

Okay.

I think

And I am just

Make the point.
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COUNCILMEMBER HOKAMA:

I am sure it's a lot more

2

serious than that.

3

us to get a sense of dollars versus percentages

4

also, to get a clear picture.

5

CHAIR KANE:

But it might be helpful for

Thank you.

We will go ahead and

6

instruct staff.

7

that's needed before we adjourn our meeting this

8

afternoon, we will make sure that staff has

9

clarity on the question under the Chair's

10

13

And if there's any clarity

signature.
Staff, any clarity that you need,

11

12

I

Mr. Taguchi?
MR. TAGUCHI:

Thank you, Chair.

14

The actual increase, you want it in

15

terms of an average for homeowners, or just

16

total, or all classifications or by

17

I guess it depends upon what we are targeting In

18

terms of the total dollar increase.

19

homeowner classification, or you want it on an

20

average basis?

21

CHAIR KANE:

22

COUNCILMEMBER HOKAMA:

you know,

In terms of

Mr. Hokama?
For me, Mr. Chairman, I would

23

like it in all tax categories over a three- to

24

five-year history.

25

upon the residential category, but isn't that

I know COMET is more geared
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true, Mr. -- well, we can talk about it later.

2

But if we are going to change a system,

3

that we shouldn't be -- if we are to consider a

4

systematic adjustment, I think it will be

5

responsible for us to look at all the categories

6

of taxation, Mr. Chairman, so we can get a good

7

feel.

8

example of a balloon in the past.

9

relief one side of the balloon, another side is

10

And again, I know.

going to expand.

I have used the
We give

If we are still going to

I

11

receive the same amount of revenue to run the

12

County services and CIP projects.

13

find that to be very helpful for myself.

14

you.

15

CHAIR KANE:

16
17

19

CHAIR KANE:

22

Thank

Thank you.

clarification?
MR. TAGUCHI:

21

So I would

Mr. Taguchi, any additional

18

20

0

That's fine.
Okay.

Thanks, Chair.

Thank you.

Members, again, any

remarks before I recognize our Finance Director?
Mr. Mateo, good afternoon.
COUNCILMEMBER MATEO:

Chairman, thank you very much.

23

And I guess to -- to add on to Mr. Hokama's

24

request, there are, I believe, a rather large

25

number of parcels that currently do not even
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have a TMK assigned to it.

2

no TMK assigned to it, what is the percent of

3

loss that we are -- we are experiencing until we

4

get to the point that these properties actually

5

have a TMK so they can actually be taxed?

And because there's

So maybe we could just add that inquiry

6

7

to find out more or less what is it we are

8

losing?

9

CHAIR KANE:

We will provide -- without objection,

10

Mr. Mateo, we will provide the Finance Director

11

an opportunity to provide an oral response this

12

afternoon, and if you would like us to follow up

13

with a written response to -- to expound on his

14

comments this afternoon, we will go ahead and

15

move in that direction.

16

COUNCILMEMBER MATEO:

17

CHAIR KANE:

18

Thank you, Chairman.

Thank you.
Any additional comments before I ask the

19

Finance Director to come forward and provide

20

some comment?

21

can invite Mr. Kalbert Young our Director of

22

Finance, and if he would like to have his

23

resource personnel join him.

24

forward, gentlemen.

25

this afternoon.

Hearing none, Members, and if I

Please come

We appreciate your presence
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And not to take away from any planned

2

opening remarks, Mr. Young, but one of the

3

questions I would hope that you can maybe

4

provide for us lS some clarity to the existing

5

proposals or legislation, and maybe some of the

6

distinctions so that we have a clear picture of

7

what our sister counties have before them.
As an example, over on the Big Island of

8
9

Hawaii, although they introduced something, we

10

are not clear on whether or not that's an

11

acquisition-based approach, or if it's simply a

12

cap on existing taxes, or if it even goes

13

farther than that and is a cap merely on the

14

on the assessments.

15

clarity first there.

16

some clarity needed for the Kauai County

17

situation, and I think it's been explained that

18

it's a matter that's before, I believe, the

19

Hawaii Supreme Court.

20

resolved, they are at their existing status quo

21

approach, I believe.

22

from Mr. Young.

23

So we need to get some
And perhaps, if there's

So until that gets

But we will get clarity

Mr. Young, you have some openlng remarks

24

first,

25

provide just some comment for clarity.

if you would like, and then if you can
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MR. YOUNG:

Thank you, Mr. Chair, and good afternoon,

2

Members.

3

Director, I have with me Mr. Lance Okumura, who

4

is the Real Property Tax Administrator, and

5

Mr. James Herrington, who is our management

6

analyst that's been assigned on this project.

7

Kalbert Young, Department of Finance

During the past 14 months, during my

8

tenure as Finance Director, our Department has

9

worked with representatives from COMET on their

10

proposal that you see before you today.

11

been a number of statements made about this

12

proposal, whether it will collect more real

13

property taxes for the County, would result in

14

lower property taxes for certain members of our

15

citizenry.

16

Council has already, in my oplnlon, and that of

17

the Administration, has implemented serlOUS

18

measures.

19

there has been no real property tax reform

20

offered by this County Councilor by that of the

21

Administration.

There's

The bottom line is that the County

It is a misstatement to say that

22

In comparison to the other counties, as

23

a segue, Maui County has the most generous home

24

exemption credit of any county in the state of

25

Hawaii.

It has the lowest homeowner's property
88545852-b782-48c8-8fcc-b72f00382ec6

BF

10/18/05
age 74

1

tax rate of any county In the State of Hawaii.

2

Not only that, but the Circuit Breaker program

3

is the most generous and unique of any county in

4

the State of Hawaii and across any municipality

5

in the country.

6

Council increased the ability of the Circuit

7

Breaker credit to be applied to -- to rental

8

property that is on the same property that is

9

owned and occupied by a resident owner.

10

Furthermore, last year, this

That

quite generous.

11

The Circuit Breaker program has been

12

very instrumental and helpful to over 1,000

13

families this year in terms of limiting their

14

real property tax liability_

15

than that that apply for Circuit Breaker.

16

There's no restrictions on age for Circuit

17

Breaker.

18

occupancy, and 3 percent.

19

lS

We have far more

It's -- the only restriction

lS

owner

It is quite generous.

In regards to similar measures that are

20

being introduced or entertained by our other

21

counties, it is true that Hawaii County has

22

instituted a cap on the assessed value, but it

23

does not cap the amount of the tax rate, nor is

24

it based on the acquisition date or amount of

25

purchase.
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The Kauai County model, that

lS

2

currently being challenged, is being challenged

3

by the County because of a procedural

4

constitutional question whether or not real

5

property taxes in the County of Kauai can be

6

considered as a referendum item.

7

I believe you have also in your packet

8

submitted with you a comment from UBS, which is

9

the bond underwriters for the County of Maui.

10

They also do the bond issue for the County of

11

Kauai as well.

12

multiple municipality issues in the State of

13

California.

14

They are also familiar with

The decision to modify the real property

15

tax system is quite a serious, complex, and

16

cannot be understated.

17

in place that I feel has adequately performed

18

for the County.

19

ago,

20

be resolved.

There's a current system

When I sat before you one year

I admitted that there are issues tha

I

can

The administration and the

21
22

23
24

25
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financing, government operations, public safety

2

financing,

3

should be deliberated more thoroughly than in

4

this afternoon.

5

other county operations that I feel

Mr. Okumura, Mr. Herrington, and I

are

6

available for any comments on the technical

7

aspects of real property tax as well as offering

8

any general position of that of the

9

Administration.

10
11

12

Thank you, Mr. Chair.
CHAIR KANE:

Thank you, Mr. Young.
Members, what we have on our agenda

13

today regarding real property tax valuation is a

14

proposal that's been forwarded to this

15

Committee, and the Chair would just ask that you

16

be aware of what we have on our agenda,

17

the Chair will recognize discussion, and I

18

believe it would be justified, without your

19

objections, that we can discuss what we have

20

currently, and what is before us, and we have

21

two items.

22

6

and that

I would ask that you try to restrain

23

yourself from going off of the subject of what

24

we have before us in addition to what we have

25

existing for the matter of comparativeness.

If
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we start going into other types of proposals

2

that are not in front of us, it doesn't provide

3

our colleagues, as well as the members of the

4

public, any opportunity to respond.

5

save that, if there are any other type of

6

proposals that would come before us,

7

opportunity in the future.

8

would ask that you folks limit your comments to

9

what we have posted on the agenda, which is the

So we can

that

But for today,

I

10

proposal before us, and it's tied into what

11

existing system that we have, tax process that

12

we have in the County of Maui.

13

With that, are there any questions,

14

first,

15

Ms. Anderson, and it looks like we have several

16

people, so we will work down the line, Members,

17

to provide everybody an opportunity.

18

for our Director of Finance?

And before you start, Ms. Anderson,

19

because there's so many questions,

20

that you would be mindful of everybody wanting

21

to ask questions, and so I would ask that you

22

don't take up the floor,

23

hopefully mlX it up you and give everybody equal

24

chance to ask their questions.

25

Ms. Anderson.

I would ask

and that we can

Thank you,
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COUNCILMEMBER ANDERSON:

2

Thank you, Mr. Chair.

Thank you, Mr. Young,

for your opening

3

statement.

4

repercussions for an acquisition-based system,

5

that there would be repercussions on our bond

6

financing, et cetera, but you didn't say why.

7

Could you give us a brief reasoning for that

8

statement.

9

MR. YOUNG:

You ended by saying that there would

Yes, certainly, Ms. Anderson.

It is the

10

position of the bond underwriters that the

11

reason for municipal financing where Maui County

12

has been very favorable in the marketplace in

13

recent years

14

But in general, with other municipalities, other

15

municipal issues, the reason why municipal bond

16

issues are so attractive in the marketplace is

I

17

that governments are not limited in its ability

18

to receive or recapture revenue.

19

implications where, say, a government is in any

I

20

way hampered, then that sends a message to the

21

marketplace of what is the "assurety" of future

22

revenues to protect and recover and pay for its

23

interest obligations, and for that reason,

24

underwriters have taken a position that any type

25

of limiting the cap or any way of limiting

lS

Iz

because of its good economy.

If there's any

the
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revenue of which real property tax revenue for

2

Maui County is the most significant, largest

3

share of revenue that the County accepts.

4

there was a limit on that, and if that -- if

5

that in any way affected the County's ability to

6

operate services or repay its interest, that

7

would have a negative impact on our future needs

8

for seeking financing.

9

COUNCILMEMBER ANDERSON:

And you mentioned other

10

areas of repercussion.

11

and --

12

MR. YOUNG:

If

Do you want to go back

In the example of Proposition 13, and

13

this measure is -- is

14

a hybrid of Proposition 13.

15

components of Proposition 13.

16

problems with Proposition 13-like measures,

17

that, like In the Mainland, when a government

18

limited in terms of how much it can collect,

19

especially in California, you have

20

municipalities that did not have enough money to

21

pay for essential government services.

22

I wouldn't even call it
It's only
But one of the
lS
lS

In California, though, they have been a

23

little bit more flexible because they have

24

alterior or alternative -- alternate methods of

25

financing, meaning California has Mello-Roos
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financing, which means developers or special

2

improvement districts foot a lot of the bills

3

for infrastructure.

4

pay for -- their education is based out of the

5

real property -- out of the state tax collection

6

or the real property tax.

7

there's abilities for certain jurisdictions to

8

have far greater benefits than say others.

9

Hawaii doesn't have to deal with that, so that's

10

11

They also are

- they also

So you have --

one positive on our side.
But if there's -- if we are limiting the

12

amount of real property tax that can be

13

collected, the increase, if we say 4 percent,

14

what happens if inflation -- and the County is a

15

business that operates just like every other

16

business, what if County business inflation

17

exceeds that of 4 percent, and we do not collect

18

enough money to run the same level of services

19

that we run today?

20

able to run as many services as we do today_

21

there's other improvement programs that we wish

22

to see occur that we cannot afford to fund.

23

Next year, we will not be
Or

Those are questions that must be

24

considered if we are talking about changing a

25

real property tax system that is used by every
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single state in the country, except for the

2

great State of California, and a few other

3

jurisdictions, and we want Maui to follow suit.

4

Let's look at the financial

5

considerations of California as an example, and

6

Massachusetts, and ask ourselves if we are going

7

to deliberate to change an entire system of real

8

property tax that, again, the County has used,

9

the State of Hawaii has used since its -- since

10

statehood, in an afternoon consideration of we

11

are gOlng to change to a brand-new system.

12

There are ramifications.

13

The staffing constraints, as mentioned

14

by Mr. Babson, is one that, you know, we have

15

looked at, the Department has looked at

16

generally.

17

Ms. Anderson.

18

COUNCILMEMBER ANDERSON:

I'm sorry if I digress,

Sorry.
Yeah, we are trying to stay

19

on focus so everyone gets a chance to ask

20

questions.

21

MR. YOUNG:

22

COUNCILMEMBER ANDERSON:

Thank you.
So if you will just direct

23

your responses to my questions, I would really

24

appreciate it.

25

us with, in writing, your substantiation for

And in fact, could you provide
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1

your statement that there will be negative

2

repercussions on those various areas that you

3

mentioned, such as bond financing?

4

would be very helpful, Mr. Young,

5

do that.

6

I think that
if you could

And one other thing, do you feel that

7

there will not be a lncrease in revenue?

8

mean, I know your concern about limiting

9

revenue, but it appears that the system that

I

10

they are proposing would lncrease revenue.

11

do you want to refute that or disagree with

12

that?

13

MR. YOUNG:

And

Or agree with it, would be nice.
Frankly, the analysis that Mr. Fisher

14

pointed to, about a year ago, the Department of

15

Finance provided them 12,000 transactions that

16

occurred for three years prior.

17

MR. FISHER, FROM THE AUDIENCE:

18

MR. YOUNG:

Five years prior.

Five years.
Our analysts have been

19

unable to SUbstantiate that there would be a

20

$3 billion difference in assessed values over

21

the 12,000 transactions, or a $3 million or

22

$15 million increase in taxation for the very

23

reason that, yes,

24

during that same period of time, but this

25

Council has also reduced the tax rates for

the market had increased
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homeowners during that same period.

2

And that's the

and that is the beauty

3

of the flexibility of the current system in that

4

there are two components that go into tax bills,

5

that being the tax rate, which the Council has

6

the authority to modify and change yearly, and

7

the assessed value, which is market driven,

8

essentially, and we -- we do assess and examine

9

based on the market value.
So we have not been able to substantiate

10
11

that there would be an increase in revenue.

12

don't dispute that there

13

And I am not saying that it will reduce in

14

overall -- that it will result in less revenue.

15

What I am saylng is that right now,

16

have

17

either.

18

I

that there may be.

I don't

I am not sufficiently convinced of

And we have a system that works.

It's

19

been demonstrated to work.

20

I can that tinkering with the new system or

21

tinkering with the existing system is far more

22

efficient than going to a brand-new system.

23

COUNCILMEMBER ANDERSON:

And for that reason,

Well, Mr. Young, it may work

24

for you, and it may work for the Department, but

25

it doesn't seem to be working for some of our
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taxpayers and some of our long-term residents

2

who are, you know, at the threat of being taxed

3

off their property.

4

compromise that is going to work for them as

5

well as for you.

6

So we have to find a

Can you speak to that discrepancy?

We

7

were told that you gave them a list of 12,000

8

properties that had exchanged hands over the

9

last five years, and then they were subsequently

10

told that there were only 4,000 properties, and

11

that they haven't been able to receive any

12

explanation from your department as to why you

13

changed that 12,000 to 4,000.

14

some explanation of that?

15

MR. YOUNG:

Well, Ms. Anderson, we

Could you give us

- myself and

16

Mr. Okumura, we are not familiar with that

17

conversation, I guess, because 4,000 over that

18

same period would seem a little -- you know,

19

would be on the low side.

20

much as we have in terms of transactions in one

21

single year.

22

COUNCILMEMBER ANDERSON:

23

MR. YOUNG:

24

COUNCILMEMBER ANDERSON:

25

Yeah.

4,000 is probably as

In one single year?

Yeah.
So the 12,000 that you gave

them, you are secure that that was accurate as
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far as properties that changed hands in the last

2

five years at the time you gave it to them?

3
4
5

MR. YOUNG:

Yes.

You know, if the question was 4,000

in five years, that would seem rather low, yeah.
COUNCILMEMBER ANDERSON:

Okay.

Thank you.

And I do

6

appreciate your agreeing to give us In writing

7

your concerns about the repercussions.

8

that will be very helpful.

9

10

MR. YOUNG:
CHAIR KANE:

I think

Certainly, Ms. Anderson.
Thank you.

And before I recognlze the

11

next member, I would like to verify that staff

12

will be -- whatever questions that are requested

13

in writing, staff will, under the Chair's

14

signature, forward those questions in writing to

15

the Director, and then he can have opportunity

16

to respond.

17

far as a plethora of questions will determine

18

the amount of time that we provide as ample for

19

a response.

20

5

And depending on what we end up as

And again, before I recognize the next

21

person, as a matter of decorum -- and

22

Mr. Fisher, if you could, please,

23

to ask for your attention on this -- I would --

24

I would ask that there be no interaction between

25

those of you in the audience with what we are

I would like
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trying to do here In the Committee.

2

misinformation, I think this body is capable

3

enough to weed out what misinformation that

4

provided to us that we just extend common

5

courtesies to the people who are speaking and

6

not be interrupted.

7

respectfully of those of you in the audience as

8

well as Members.

9

level of decorum, of respect, for each of us.

If there's

lS

So I would ask that

We all just want to maintain a

10

We are all trying to -- hopefully, trying to get

11

to the same place.

12

13

Ms. Johnson,

COUNCILMEMBER JOHNSON:

you are recognized.

Yes.

Thank you very much.

14

And I appreciate your comments because we

15

know, we are launching into an area where we

16

don't know all the answers.

17

best that we can.

18

you can to I guess respond to things that have

19

been happening over time.

- you

We are trying the

You are trying the best that

20

One of the things that I will ask you is

21

regard -- regarding, you know, this disparity or

22

I guess what is driving this need to do some

23

type of legislation is -- I see it as twofold.

24

Some of it is the frustration that the local

25

individuals have with speculation.

In regard
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to -- let's say somebody's got a property on

2

Front Street.

3

for 30 years or more, and somebody next door to

4

them comes in.

5

whatever reason.

6

property.

7

They have lived in that property

Maybe the person passes away or
That individual sells that

All of a sudden now you have got next to

8

the little ohana or the little small

9

plantation-style home, you have got a $3 million

10

sale on a similar kind of property, and all of a

11

sudden now that individual who now -- was living

12

in comfort before is now getting into a serious

13

situation.

14

you may remember at a previous testimony, the

15

was a real-life experience where the woman who

16

was living in the property in Lahaina moved to

17

Wailuku because she couldn't afford the property

18

taxes any longer.

r

In fact, the lady -- I think many of

19

How do you respond to that In the

20

context of what we are considering today?

21

Because to me, I see the legislation that's

22

before us as being more responsive to that kind

23

of what I call downside of the market, you know,

24

that we are currently experiencing and the tax

25

structure that we currently have, as opposed to
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what is on the table right now?

2

you square that, Kalbert.

3

MR. YOUNG:

Thank you, Ms. Johnson.

How -- how do

There's

the

4

thing I would say about those -- and we do get

5

those calls to the real property tax department

6

about that type of situation.

7

most valuable tool that is available is the

8

Circuit Breaker.

9

imagine a long-time resident with limited income

And again,

the

Because in that situation,

10

where their real property tax exceeds 3 percent.

11

The Circuit Breaker applies.

12

restrictions on income.

13

They will benefit from that Circuit Breaker

14

program.

15

~

There are no

It's simply 3 percent.

And you are talking about there are

16

instances where we have people living in very

17

affluent communities that they also benefit from

18

the Circuit Breaker program.

19

Breaker program is very beneficial for if you

20

have low income, if you have a lower side

21

income, higher side income.

22

or gives you a credit on what your -- on your

23

real property tax, and I believe that that is a

24

very valuable tool specifically for the instance

25

where you have

And so the Circuit

It's -- it limits

- you've provided.
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COUNCILMEMBER JOHNSON:

If, for example, though

2

and I will take this one step further.

3

say that the Circuit Breaker, you apply for it,

4

and then you get it the next year; am I correct

5

in that?

6

MR. YOUNG:

7

COUNCILMEMBER JOHNSON:

Let's

Yes.
Okay.

Now, because we have

8

had these wild swings in given tax years where

9

you don't know from one year to the next, you

10

know, if your taxes are going to double,

11

quadruple, because that's what we've been

12

hearing from many people.

13

the need is immediate -- there's no immediate

14

relief under the Circuit Breaker the way I

15

understand it.

16

know, in the context of what we are considering

17

now?

18

MR. YOUNG:

9

triple,

How do you then, when

Ii

~

So how does that respond, you

The current ordinance that you have

19

before you doesn't really address that either.

20

Because acquisition based, the value will apply

21

when?

22

of the sale?

23

when your tax bill is due the following year.

24

And the same thing with the assessed values for

25

next year are currently being developed right

When will the taxes be due, at the date
The Circuit Breaker is applied
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now, this year.

2

So if you are talking about the question

3

of whether or not values are going to be fair,

4

we have a situation where are you saying that we

5

are going to collect -- how much -- I am sorry.

6

How much real property taxes are going to be

7

paid or due are just a factor of two different

8

components, the assessed value and the tax rate.

9

Under this current ordinance as proposed,

10

there's no limit on the tax rate either.

11

It's very similar to that of Hawaii

12

County, which is even if you cap the assessment,

13

you will not be limiting the tax rate.

14

still up the tax rate, and the tax rate is the

15

biggest factor in terms of a tax bill because

16

assessed values will move up with the market,

17

but the tax rate gets changed every year.

18

COUNCILMEMBER JOHNSON:

Okay.

You can

And I kind of

19

understand what you are saying in that respect,

20

that, you know, if we needed a big increase in a

21

particular year, we just up the rate that

22

everybody would be paying, and they would be

23

paying it based on whatever the assessed value

24

was.

25

I

The -- the question,

I guess, that I
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would also have is in regard to the testimony

2

that we heard about capturing this revenue, and

3

this always bothers me because I know people

4

that have -- you know, they have flipped their

5

properties, and sometimes the middle guy, you

6

know, he hasn't even had a reassessment, and he

7

just is holding that property.

8

houses right up here, right up the street,

9

there's already -- they have barely moved in and

I mean, you got

10

there's for sale signs on them for dramatically

11

more than they paid.

12

So when I am looking at this

13

legislation, which is a reform of sorts, and the

14

testimony that we got about not collecting

15

because there's this lag time between the time

16

that, let's say, you actually reassess or

17

reevaluate, it's -- how do we collect that

18

revenue, or how do we back tax that individual

19

from the time that he actually, I guess,

20

purchases the property at that new rate?

21

do we capture that revenue at any point in time

22

so that maybe we could increase the -- some of

23

the other benefits, the homeowner's exemption or

24

increase the Circuit Breaker to a higher level

25

and give back to the people that really need it?

Do--

88545852-b782-48c8-8fcc-b72f00382ec6

BF 10/18/05
Page 92
1
2

How are we capturing that revenue you?
MR. YOUNG:

That's more of a technical question, but

3

I'll -- I will try and respond, and if

4

Mr. Okumura can fill in where I -- any -- any

5

gaps that I miss.

6

l

I will allow that.

Basically, the way the code is currently

7

written, we are -

8

Council with a certified tax roll just prior to

9

your budget deliberations.

you know, we provide the

That establishes the

10

value for every single property in the County of

11

Maui as of January 1, or the date of the

12

certification, which is as late as April 15th.

13

As of that date, that's the tax

14

taxed value for every single property.

15

it's sold three times during the course of the

16

following year, the value is still what is

17

certified on that April 15th.

18

it's written in the code.

assessed,
Whether

That's the way

19

When the Council deliberates the tax

20

rate In the budget process, that is the rate

21

that will be applied to that property going

22

forward for that year, even if it's sold

23

multiple times during the course of the year.

24
25

~

That is not in any way addressed in this
current ordinance.

That -- and that is what I
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am saying.

2

entertain the idea of restructuring the real

3

property tax, it would be far more reaching than

4

just the simple pages here because it would

5

involve far greater consideration to the entire

6

real property tax section of the code, and it

7

would affect how we -- how we operate, real

8

property tax operates.

9

If -- if this body is willing to

COUNCILMEMBER JOHNSON:

And I guess that's what I am

10

looking at, because when I am looking at this

11

type of legislation, I am looking at, okay,

12

the point at which the property is actually

13

sold, there's some kind of a -- you know, as

14

Mr. Fisher spoke about, there's a recordation of

15

that.

16

that new sales basis was actually recorded, you

17

would then utilize that.

18

property tax certification, all of a sudden now

19

that would -- that would dramatically change

20

what we are looking at.

21

mind, I am looking at, well, gosh,

22

that and get it in advance and get it closer to

23

the point in time in which the incident or the

24

sale actually occurs, then that's more money

25

that the County has to utilize at that point in

from

I

And then from the point in time where

When we get the real

And so I guess in my
if we can get
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time.

2

relief, if we could even change that component.

3

MR. YOUNG:

4

Then you can glve other kinds of tax

Just for clarity, Mr. Chair.
Ms. Johnson, are you proposing,

then,

5

that we -- we currently only collect real

6

property tax on a single property -

7

they are only taxed once.

8

if the owner sells it three times, only one

9

person will be paying that tax.

they

In other words, even

We are not

10

collecting every time, you know, that it's sold.

11

We are not collecting real property tax from

12

every subsequent owner during the course of that

13

year.

14

COUNCILMEMBER JOHNSON:

I guess what I am -- to be

15

more clear, what I am looking at is from the

16

point in time in which somebody's selling a

17

particular property, you want to make sure, or

18

we want to make sure, that by the next time that

19

tax cycle comes or our real property tax

20

certification takes place that what that person

21

is actually paying, their real property, you

22

know, taxes, are -- on their assessed value is

23

actually what the worth of property is; that

24

there's not a two-year lag or a, you know,

25

16-month lag, so that what we are doing is, you
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know, if you have got a $5 million property but

2

it's only assessed at $1.5 million because in

3

the interim, somebody else bought that,

4

want to make sure that we are able at some point

5

in time, even if it's looking back and saying

6

from the time at which the actual sale took

7

place, to actually have some means of capturing

8

that revenue, you know.

9

basis.

10

I -- I

If it's a pro rata

And maybe, Mr. Chair, I am getting off

11

the subject.

12

if it's within this ordinance or some version of

13

this ordinance, I want to be able to try to at

14

least address that issue.

15

But I want to find some way, and

So if you need more time to think about

16

that, or we put in it form of some kind of a

17

question, that's fine.

18

able to capture that revenue that we apparently

19

are losing out on, and that's why other people

20

get penalized.

21

CHAIR KANE:

But I just want to be

Thank you.

Thank you.

Any further questions?

22

Mr. Hokama, any questions for you?

23

just move down the line, like I said, Members.

24

25

COUNCILMEMBER HOKAMA:

And I will

Yeah, thank you, Chairman.

You know, Mr. Young, I appreciate the
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you and your department's review of this

2

proposal.

3

have come to that same position regarding, you

4

know, why is this proposal before us.

5

one of the concerns is the valuation of annual

6

property, the process that we go through from

7

the County.

8

presence, I had requested from the Chairman if

9

we are able to get, with your assistance,

I would say some of your comments I

I think

And that is why prior to your

the

10

dollar amounts so we can kind of have a sense of

11

the percentages to the actual increase in

12

dollars of the tax bills.

13

But saying that, real property, you

14

know, as the Constitution has set it forth to be

15

the -- the revenue source of the counties,

16

basically.

17

still would consider that should be for the

18

County.

19

to utilize -- that benefits from the County's

20

revenue program, real property taxation to

21

transactions, that they are now going to get the

22

revenues to offset their needs, which

23

conveyance tax proposal.

24

25

So transactions of real property,

I

Obviously, the State has found a tool

I have a problem with that.

lS

the

I think

that should be our money, okay, because it's a
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real property function,

2

those transactions.

So for me, is there a mechanism that we

3

could look at, whether we tie it into this

4

proposal from COMET or we tie it to the current

5

system we presently exerClse and utilize whereby

6

we can

7

a transaction fee or a -- anything less than SlX

8

months, just normally under state statute

9

qualifies as a nonlong-term rental.

whether we call it conveyance or not,

So let's

10

say you sell it within under six months.

11

there a mechanism or does the County need to

12

establish a mechanism through the code that we

13

can assess that property seller to help offset

14

this so-called speculatory problems that are

15

being created?

16

I~

MR. YOUNG:

Yes, Mr. Hokama.

Is

I believe there --

17

there currently lS not a mechanism for us to do

18

so.

19

given HRS requirements.

20

permitable, one, the County would need to glve

21

us that authority, and even with that, I don't

22

believe the getting to that would require a

23

wholesale change in the real property tax

24

system, because that would be simple, a simple

25

change to the existing code.

I am not sure one would be

lS permitted

But if it lS
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COUNCILMEMBER HOKAMA:

But is that a reasonable

2

option for us to consider on how to address some

3

of the concerns that half of the formula, which

4

is rising valuation, is creating In the

5

community?

6

understand, we adjust rates to help offset the

7

valuation increases.

8

formula.

9

because that doesn't make your tax bill.

10

Because I hear loud and clear, and I

It is a multiple-component

You cannot just look at one component
It is

assessment versus rate.

11

So but

lS

that a reasonable option on

12

how to address the concerns that is being driven

13

by one component of the formula?

14

MR. YOUNG:

Well, Mr. Hokama, I would say that that

15

would be -- that's a policy decision if you are

16

trying to -- if you believe that that will go

17

against discouraging speculative purchases.

18

guess in my opinion, I think that that is one

19

realistic measure.

20

direction, if that's what -- if you are just

21

trying to address the speculative market.

22

I

I could go in that

I guess I would say that if that's the

23

sentiment of this body, that the reason for the

24

property value increases is due in large part to

25

speculation In the market.

I am not sure that
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that can be supported by any study because there

2

are a lot of resident buyers that are moving in,

3

and that is one of the reasons why in my oplnlon

4

this ordinance would affect legitimate people

5

who are looking to buy, first-time homeowners.

6

This body has struggled very hard to

7

address the affordable housing component, and

8

you are constantly looking at reducing

9

homeowner's cost to purchase homes.

Well, we

10

are talking about implementing an ordinance that

11

would increase a real property tax bill but give

12

people who have already bought their homes a

13

lower tax bill.

14

speculation in the market is the reason for the

15

increase, then I would say yes, one measure

16

could be a conveyance tax like measure on the

17

County level.

18

COUNCILMEMBER HOKAMA:

So, if this body feels that

I just bring that up.

And

19

again, we are dealing with other side

20

issues, from vacation rentals and others that

21

are associated with real property, so I can

22

appreciate that comment you just gave.

23

- side

My final question for this round,

24

Mr. Director, maybe you can help us.

25

way

Is there a

well, now, let me take that back.

I am
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sure there's a way.

2

Do you have recommendations on how,

3

maybe, we could review and amend or adjust the

4

minimum property tax to take care of certain

5

unlque situations that people may feel should be

6

worthy of special considerations, whereby

7

they -- they would qualify for minimum, the

8

minimum property tax?

9

$100 or $60 at this time.

10

MR. YOUNG:

Mr. Hokama,

I don't know if that's
But any comments?

the minimum tax is currently

11

$60.

12

could benefit from the $60 minimum tax.

13

application was expanded, I think it would be

14

very well received.

15

is willing to work with the Council.

16

are any specifics in terms of where you would

17

like this concept expanded, we would be open to

18

that idea, because there could be some definite

19

value to families,

20

up, long-time ohanas, Hawaiian families on large

21

parcels that are -- they have no intention of

22

selling.

23

long-time Maui residents who have large parcels,

24

no intention of selling, but wish to bestow it

25

upon their children and their grandchildren, I

I think there are a lot of families that
If the

I think the administration
If there

like Ms. Johnson had brought

And not even Hawaiian families, but
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think there could be a lot of application and

2

value there.

3
4

COUNCILMEMBER HOKAMA:

Are we -- and I just need to

clarify this, Chairman, and I am done.

5

Would you view it one of the ways I am

6

looking at it is the same way we have done

7

agriculture dedication; that the property owner

8

would say for X period of years, I agree for

9

this specific use.

years, this property owner/owners, say, will

11

maintain it In the current state.

12

developed.

13

increase it or decrease it for these years.

14

Then we would ask for some kind of consideration

15

of qualifying for a certain tax status.

16

hate to say minimum because, you know,

17

consider $60 a reasonable minimum anymore.
MR. YOUNG:

~

So let's say for X period of

10

18

I

We will maintain it.

Yes, Mr. Hokama.

Won't be
We won't

I would
I don't

That would be the

19

concept that I would envision.

20

minimum tax aside, one of the thoughts was --

21

that we have been batting around was that there

22

would be some residential dedication similar to

23

the ag dedication but like a homeowner's

24

dedication which would be similarly applied and

25

that's something the administration has been

In fact, the
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debating, evaluating what the concepts are.

2

if the Council is willing to entertain it, that

3

discussion can move forward real quickly.

4

5

COUNCILMEMBER HOKAMA:

But

I think we need to be open to

the various different approaches, Mr. Director.

6

MR. YOUNG:

7

COUNCILMEMBER HOKAMA:

8

CHAIR KANE:

I agree.

I agree.
Thanks, Mr. Chairman.

Thank you Mr. Hokama.
I

9

10
11

Mr. Mateo, do you have any questions or
comment?
COUNCILMEMBER MATEO:

Chairman, thank you.

12

Good afternoon, Mr. Young.

13

testimony, one of -- one of the testifiers

14

indicated that due to the County's, I guess, not

15

assesslng appropriately, there was something in

16

the area of $3 million -- $3 billion in

17

underassessments.

18

underassessment, we are not collecting In the

19

tune of $15 million.

20

In earlier

And because of that

Can you comment on that particular I

21

guess comment made by the testifier, and on an

22

aside, the only reason I am asking is because I

23

would also like to get your comments on whether

24

or not those parcels that are lacking TMK's are

25

part of that potential unassessed properties.
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MR. YOUNG:

Thank you, Mr. Mateo, yes.

I

will take

2

them In part.

3

that we have been unable -- the Department has

4

been unable to independently validate or verify

5

that the difference is, in assessed value,

6

3 billion.

7

I

The first part, I

can only say

lS

am not disputing that it could be.

You must understand that the valuation

8

formula that COMET uses may not be applicable or

9

appropriate under the current Maui County Code

10

specifically for the reasons that I mentioned

11

for Ms. Johnson in that the certification occurs

12

at least 6 to 12 months prior to collection of

13

taxes.

14

is currently written.

15

months, and it could be on the outside of 18

16

months, we have seen that property valuations

17

have increased in the current market.

18

is a possibility, yes, that by the time that a

19

property is certified at the value, the real

20

estate market itself has moved up so quickly

21

that, yes, it could be then undervalued for

22

assessment purposes, by the time the tax bill

23

guess out, so that is not in dispute.

24

25

That's -- that's just the way the code
So during that 6 to 12

So there

Whether or not that that would
there's any way that the County under the
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current system can change that, I cannot comment

2

on that.

3

into 15 to $20 million difference, that we have

4

not been able to substantiate.

5

And whether or not that translates

On the next point -- and if I missed

6

anything, please -- please ask me to follow up.

7

On the next point, regarding properties

8

that were not -- that do not have tax key

9

designations on them, this was a problem that

10

was addressed several years ago in the -- one of

11

the audits.

12

undertaken measures to correct and minimize

13

this.

14

The real property tax division has

Right now, all properties that are

15

slated for subdivision are issued either

16

temporary TMKs or temporary CPRs, or condominium

17

property regimes, on all Tax Map Keys.

18

one is escaping with, you know, a free ride on

19

cheaper taxes out there.

20

temporary TMKs, temporary CPRs, allows the

21

County the opportunity to move through the

22

process of mapping out the actual TMKs and

23

then

24

even while this process is going forward,

25

lost tax revenue has been minimized.

and then billing.

So no

It's just that these

But people are paying
so

88545852·b782-48c8·8fcc·b72f00382ec6

BF 10/18/05
Page 105
1

COUNCILMEMBER MATEO:

So, Mr. Young, then, this tax

2

roll that you provide the Council during the

3

budget, at the beginning of the budget

4

deliberation, where you break down the varlOUS

5

categories, the -- the so-called temporary TMKs

6

that's assigned, is that information, are you

7

able to break down that information to tell us

8

exactly what that might be, because it is only a

9

temporary assignment?

Or does it really matter

10

that it is temporary?

Because the end result lS

11

the actual tax is being levied; it's being

12

taxed?

13

MR. YOUNG:

14

COUNCILMEMBER MATEO:

Yes.
So it really doesn't make a

15

difference if it is a temporary assessment or

16

not?

17

MR. YOUNG:

They are being taxed -- the temporary TMK

18

just basically means that, you know, for the

19

certification purposes, they are included.

20

they are being included as separate parcels on

21

this one larger parcel.

22

believe if you wanted to know how much, you

23

know, a temporary -- a group of temporary TMKs

24

are, because they are provided in the

25

certification, it could be

For that reason,

~

So

I

it could be done.
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COUNCILMEMBER MATEO:

Okay.

But it really makes no

2

difference because what they actually will end

3

up being taxed is what during this temporary

4

process, that's the actual tax being levied on

5

their parcel to begin with?

6

MR. YOUNG:

7

COUNCILMEMBER MATEO:

8
9

10
11

12

That's right.

Yes.

Okay.

Thank you.

Thank you, Chairman.
CHAIR KANE:

Thank you, Mr. Mateo.
Mr. Molina.

COUNCILMEMBER MOLINA:

Thank you, Chairman.

Good afternoon, Mr. Young.

My concern,

13

I guess, with you looking at this proposal, do

14

you believe this proposal addresses the issue of

15

fairness between, say, middle-income homeowners

16

who own average-valued homes, versus the

17

millionaires, or some people have referred to

18

them as the new Vikings, who own the fabulous

19

homes in Wailea or in West Maui.

20

this proposal as addressing that issue of

21

fairness, and

22

middle-income homeowners versus senior citizens

23

on fixed incomes?

24

25

lS

Do you see

there fairness between the

I'm sorry.

It's sort of a loaded

question, but, you know, I am asking you as a
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2

3
4

Finance Director.
MR. YOUNG:

I'm not sure if I recall the first

question, so let me try and answer the -COUNCILMEMBER MOLINA:

The lssue of, you know,

5

equitable -- I guess, equitability in terms of

6

tax assessments and valuations.

7

proposal as having that or not?

8
9

MR. YOUNG:

Do you see this

Well, again, if -- if you believe that

multi-million dollar properties will appreciate

10

quicker than, you know, the average home price,

11

so let's say 4 to $500,000, then I would say no.

12

Because what would be the difference with

13

someone buying a $5 million property in Wailea,

14

and then only see his property assessment go up

15

by 4 percent a year, versus someone who buys a

16

$400,000 home in Kahului, and again only sees it

17

go up 4 percent per year.

18

COUNCILMEMBER MOLINA:

Okay.

And I realize we don't

19

have a perfect property tax system, otherwise we

20

wouldn't -- we wouldn't have certain segments of

21

our community out here expressing their

22

concerns.

23

Would you -- what would you recommend

24

that we consider if it is the decision of this

25

body to tinker with the current system, what
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areas of our current system do you believe that

2

we could consider, I guess, tinkering with to

3

sort of make it palatable to as many of our

4

citizens out in the community?

5

MR. YOUNG:

I think measures similar to what

6

Mr. Hokama has proposed get to the heart of the

7

problem because these are very -- the issues

8

that were brought up by the testifiers today are

9

very specific ones.

And it seems like this body

10

lS struggling over very specific circumstances

11

of a particular segment of the Maui marketplace.

12

And if -- in that instance, I think it's more

13

prudent that changes to the existing system be

14

addressed directly to those to specificities.

15

Changing an entire real property tax

16

system to try and catch a few problems may

17

create additional ones that you have not

18

foreseen or that we currently do not experlence.

19

And that's the reason why I just ask for caution

20

in terms of undertaking such a large-scale

21

reVlSlon.

22
23
24

25

COUNCILMEMBER MOLINA:

So you don't feel we need a

maJor overhaul at this point?
MR. YOUNG:

I do not feel that the County needs a

major overall.
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COUNCILMEMBER MOLINA:

2
3

Thank you.

Thank you, Chairman.
CHAIR KANE:

4
5

Okay.

Thank you, Mr. Molina.
Mr. Pontanilla.

COUNCILMEMBER PONTANILLA:

Thank you, Chair.

Good afternoon, Mr. Young.

6

First of

7

all, I would like to thank the Administration

8

and your department for going out to the public,

9

In regards to readdressing the Circuit Breakers

10

to the people from the different community.
The first question that I have, is there

11

12

a possibility -- first question that I want to

13

ask you, have you seen this ordinance and have

14

you worked on this ordinance with the

15

Corporation Counsel in regards to what

16

proposed?

17

MR. YOUNG:

lS

being

I have seen the ordinance when this body

18

considered it several months ago.

19

not worked with Corporation Counsel in terms of

20

drafting it.

21

Corporation Counsel in drafting it.

22
23

But I have

I believe COMET has worked with

COUNCILMEMBER PONTANILLA:

So you have seen this

before?

24

MR. YOUNG:

Yes.

25

COUNCILMEMBER PONTANILLA:

And have you made any
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comments to it prlor, prlor to, you know, us

2

seelng this thing here?

3

MR. YOUNG:

Only my comments that I have stated

4

before this body when it was last deliberated,

5

and my comments again today.

6

COUNCILMEMBER PONTANILLA:

Thank you.

Is there a

7

possibility of doing some comparison, what

8

being proposed to our existing tax system, maybe

9

taking a look at probably a small segment of the

lS

10

residential area so that at least we can see,

11

you know, what is being proposed and what we

12

have in existence.

13

big changes, I am concerned that one of the

14

things that, if we do cap our revenues in

15

regards to our resources, government resources,

16

you know, what kind of effect that would have

17

within the community?

18

community organizations that are depending on

19

the revenues that we receive, and how we -- how

20

would it affect those different nonprofit

21

organizations.

22

If there's going to be any

There's a lot of

And you know, if we don't collect the

23

number of fees that, you know, can run this

24

government properly, is there a possibility of a

25

fee-based system, where, you know, citizens need
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to pay for the use of parks, pools, so forth.

2

am kind of concerned in regards to that.

I

3

And the only thing that we can take a

4

look at, you know, what's being proposed this

5

afternoon, and really, you know, we don't see

6

any dollar amount that we can really tag onto

7

how it's going to affect the County.

8

know if you can provide that kind of information

9

in regards to, you know, my request.

10

MR. YOUNG:

I don't

I think COMET can support this, that such

11

an evaluation is quite extensive.

12

department does not have a problem with doing

13

such a work, but it would be quite extensive and

14

take some time.

15

And our

The thing that the body must recognlze

16

lS that the one thing in any -- in this

17

ordinance that would relate to capping revenue

18

is that the Big Island example, while it limits

19

the assessed value increase, it does not cap the

20

amount of taxes that can be charged to

21

taxpayers.

22

taxes, this ordinance may not necessarily limit

23

the taxes.

24

the other component, the tax rate, if that's

25

still in effect, you can always, say,

So if you are talking about limiting

It may limit the assessed value, but

lncrease
",,""
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the tax rate.

2

And that's why that's one component that

3

lS

4

looking for the future, when the real estate

5

bubble, say, changes, yes, assessed values could

6

be limited, but if you decide that you need

7

additional revenues and it is available to

8

Council to raise the tax rate, you will not

9

necessarily see less taxes charged to taxpayers.

difficult to get a handle on because in

10

You could just change the tax rate.

11

type of evaluation must be taken with a graln of

12

salt if we are going do a future-looking one In

13

terms of what it means to future County

14

revenues.

15

COUNCILMEMBER PONTANILLA:

Thank you.

So that

And I

16

understand that raising taxes is not very

17

popular, and if that's the -- the way you are

18

going to obtain resources to run County

19

government, then you know, that's a decision we

20

all got to make.

21
22

So thank you.

Thank you, Chair.
CHAIR KANE:

Thank you, Mr. Pontanilla.

And I want

23

to thank Ms. Tavares for her patience, and if

24

she is a left-hander like myself, we tend to

25

favor our left side, so I tend to look to the
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left, and so Ms. Tavares, sometimes we have

2

advantages and sometimes we don't have

3

advantages.

4

Ms. Tavares.

5

COUNCILMEMBER TAVARES:

But again, thank you your patience,
You have to the floor.
I want to thank you, Chair,

6

for bringing the issue forward for discussion

7

and thank the people who have come to testify

8

and I know there's lot of work that has gone

9

into this.

10

And also appreciate the Finance

Department being here.

11

I have some questions that, you know, it

12

probably

l3

just one of the ones that maybe is an easy

14

answer, the UBS, do they not have any concern

15

about our Circuit Breaker?

16

taxes, so to speak.

l7

MR. YOUNG:

lS

Yes.

better if I put it in writing, and

Because that caps

Any comment on that?

Thank you, Ms. Tavares.

The

18

Circuit Breaker program, because it is unique to

19

Maui County, for the large part, even with that,

20

the evaluation, because it's already by example,

21

has been that there has not been a significant

22

effect on the revenue.

23

1,000 Circuit Breaker applicants, the budget

24

only reflects that the effect is about a million

25

dollars difference.

Even though with about

And that is, in their
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opinion, not significant to the overall impact

2

by example.

3

Furthermore, in going

looking forward

4

In the future, because there are certain

5

qualifications in the Circuit Breaker program,

6

meaning that it only applies to homeowners,

7

owner occupants, it's only one particular

8

property class that is affected.

9

the most significant property tax class.

10

And it's not

If this ordinance that's before you

11

proposes to affect or limit or cap in any way

12

all the property tax classes, that would be a

13

major effect that far exceeds that of the impact

14

of the Circuit Breaker.

15

why the underwriters are okay with the Circuit

16

Breaker program, but any wholesale limit on the

17

overall tax classification would be a problem.

18

COUNCILMEMBER TAVARES:

For that reason,

Thank you, Mr. Chair.

that's

I'll

19

put the rest of my questions in writing to you,

20

and then if you feel like you want to send it

21

over.

22

them personally, I can do that.

23

CHAIR KANE:

Or if you want me just to write it to

I would ask you, Member Tavares,

to

24

forward it to the Committee, and then we will

25

consolidate all the questions that are being
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asked, and we will identify, you know, whose

2

questions are whose in -- in the consolidated

3

letter and have it forwarded over to the

4

director for his timely responses.

5

COUNCILMEMBER TAVARES:

I am sorry.

I have to admit.

6

I am kind of running out of gas this afternoon,

7

so it's a little tiring.

8
9

CHAIR KANE:

As I stated in the beginning, Members,

the intent is not to act on this today,

that

10

this is our first meeting on this particular

11

item, and I think we have a lot to chew on.

12

COUNCILMEMBER TAVARES:

13

CHAIR KANE:

Yes.

Before we move forward,

the Chair does

14

have just a question or two, so before I

15

recognize anybody else, the Chair would like to

16

have that first shot at asking a question or two

17

to the director.

18

Mr. Young, I guess this afternoon,

we

19

heard some testimony, and I have drawn the

20

conclusion that there

21

citizenry, perhaps, a lack of confidence In this

22

current system, how it's applied in regarding

23

real property taxation, so I would ask you this

24

question.

25

what internal controls are in place to ensure

lS,

by a component of our

Can you provide this Committee with

","
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that the valuing of properties or the

2

assessments are being done properly and

3

consistently, and if there aren't any, why not?

4
5

MR. YOUNG:

Yes, thank you, Mr. Chair.
Again, Mr. Okumura can expound more on

6

the technical aspects, but all properties in the

7

County of Maui are valued on the marked basis,

8

on the market approach in mass valuation.

9

there are any specifics that are glaring, there

If

10

are appraisers within the real property tax

11

division that systematically and routinely will

12

reevaluate all the properties that are submitted

13

under the mass valuation.

14

Furthermore, if there are any

15

considerations or specifics on particular

16

properties that are in question, we take all

17

calls at the real property tax division.

18

have appraisers and assessors that can go out to

19

revalidate, reappraise if necessary, to validate

20

the values.

21

6

We

In my experlence, though, questions that

22

are brought up today are statements of

23

undervaluation, and I believe that that, again,

24

is a function of the fact that the market has

25

moved so quickly over the period of months that
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by code are required to follow in the process.

2

So in 12 months, that -- you are seeing

3

properties that are just, in the normal course

4

of the market, moving up as much as 25 percent

5

In 12 months.

6

12-month lag in the code, that's where there is

7

a difference in values.

8
9

And because there is an inherent

And if that's the question, of lack of
confidence in the system, it's really a function

10

that maybe the code needs to be modified In

11

whatever ways, because I am not sure how it

12

could be done, but modified in whatever ways

13

fore more timely assessments, but the real

14

property tax division has processes in place

15

that ensures that valuations are in line with

16

the mass appraisal method.

17

CHAIR KANE:

And just a follow-up on that same

18

question, I think we heard today, as an example,

19

in one particular neighborhood, where we had a

20

variance of values in a -- In a like setting of

21

homes and properties.

22

you would take that testimony and actually take

23

the time to investigate that and to see if In

24

fact the controls that you have stated that you

25

have in place are working and that you could

So can we a assume that

',,,'
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2

provide some feedback to that?
MR. YOUNG:

Yes, Mr. Chair.

If you are willing to

3

provide me with the specific TMKs or geographic

4

location or even the street, I am sure

5

Mr. Okumura's department can accommodate by an

6

investigation.

7

CHAIR KANE:

I think we can extract out of the

8

minutes, Members, of the testimony from the

9

testifier based on what he signed in for and his

10

address, that we could probably figure out what,

11

and we could try to incorporate that into one of

12

our questions.

13

up on that.

14

So we will get -- we will follow

The second question I have, and my final

15

question, Members, would be with the

16

proposal before us, because it's based on

17

acquisition, wouldn't it -- or what is your

18

comment about the perception that it would

19

actually create more volatility when we have a

20

market that slows down?

21

In other words, if we have a c

- with the

, on a

22

acquisition-based system, and we have a economy

23

that is on the opposite end of the waxing and

24

wanlng, if you will, and we have very few,

25

in the meantime, we have that other component of

and
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capping, would that substantiate your comments

2

earlier?

3

clarity, because I am trying to look at

4

testimony earlier by Mr. Bagda talking about how

5

great the Circuit Breaker was when it was

6

thought about, but then they didn't take into

7

consideration the other end of the -- of the

8

curve.

9

to work, and it if was not great, it's not going

10

And I am just trying to ask this for

You know when it was great, it was going

to work.

11

Looking at this, have you had any

12

opportunity -- are you prepared to comment on

13

whether or not we would have

14

it is here is because we are having a great

15

economy, so it's up.

16

if you will.

17

where nobody is willing to sell, so you have an

18

excess of buyers but no sellers because i t ' s

19

just not the right time to sell, woul

20

acquisition-based system create a more or an

21

enhanced negative impact on the County's ability

22

to raise revenue?

23

MR. YOUNG:

the whole reason

It is a seller's market,

If we are In a buyer's market

Well, if the COMET

It this

and I can't speak

24

knowingly on this because we haven't -- again,

25

we haven't really done the analysis on it.

But
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if the COMET analysis, as proposed,

2

that in an upward market, like we have

3

experienced over the last five years,

4

increased revenue, then you know,

5

capping the assessed value based on acquisition,

6

then you may run in a situation where if homes

7

start selling for less than what they are

8

currently assessed, then the valuation will go

9

the other way.

suggests

results In

if we are

So does the revenue on that

10

particular property.

11

would create more or less volatility, again,

12

wouldn't be prepared to speak to that now.

13
14

15

CHAIR KANE:

Okay.

But whether or not it

Thank.

I

You that was just a

question on the top of my head.
Members, it's 4:15.

There might be some

16

of you that have more questions.

17

have lost a couple of Members, and I know I have

18

been informed that we are going to lose a couple

19

more as we get closer.

20

And again, if we can be respectful of everybody

21

else's opportunity.

22

23

COUNCILMEMBER ANDERSON:

Others

we

Any closing questions?

Ms. Anderson.
Thank you, Chairman.

Mr. Young, earlier on, you said that

24

this proposal could have negative repercussions

25

on bond financing in various areas because it
"
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would be limiting revenue.

2

limiting revenue.

3

in this proposal that would limit the Council's

4

ability to increase tax rates should it be

5

necessary to increase revenue.

6

categorically say that this proposal would limit

7

revenue?

8

9

MR. YOUNG:

It could be seen as

However, there's no provision

So how can you

Yes, thank you, Ms. Anderson.

And

I

think I did make that point that the one saving

10

thing that I do recognize out of this is like

11

it is like the Hawaii County model in that it

12

doesn't limit the tax rate.

13

discussions that I heard from some of the

14

testifiers today, as well as some of the Members

15

here have discussed, that people's property

16

taxes will be capped and not increased.

17

lS

18

true if by fact you will be changing the tax

19

rate.

20

different from what you have now?

21

Council has the ability to change the tax rate

22

to limit

23

--

But in some of the

That

that type of sentiment is not necessarily

And in that regards,

COUNCILMEMBER ANDERSON:

I ask what wou d be
Because the

Well, what would be

24

different -- first of all, you didn't answer my

25

question.
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MR. YOUNG:

2

COUNCILMEMBER ANDERSON:

3

I'm sorry, Ms. Anderson.
I'd appreciate if you would

just answer my question.

4

So how can this proposal be seen as

5

limiting revenue if we still have the option,

6

should it be necessary, by some miracle Maui's

7

real estate market takes a downturn and we need

8

to increase revenue, we also have the option to

9

go to the tax rates.

10
11

So how can you see this

MR. YOUNG:

I

Because it -- I say that categorically

because, one, it's limiting one component of the

13

tax bill, the assessment.

14

COUNCILMEMBER ANDERSON:

15

MR. YOUNG:

It's only one component.
It's only one.

Yes, yes.

And also, my

16

statement based on the statement that has been

17

provided by our current bond underwriters.
COUNCILMEMBER ANDERSON:

Well, that brings me to my

19

next question.

20

the October 18th letter, in our binder?

Are you -- are you referring to

21

MR. YOUNG:

22

COUNCILMEMBER ANDERSON:

23

MR. YOUNG:

24

COUNCILMEMBER ANDERSON:

25

I

proposal as necessarily limiting our revenue?

12

18

I

From Lauder
UBS?

Yes.
Who -- who requested a

letter from them, and what is the basis of this
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letter, Mr. Chair?

2

and Members of the Committee.

3

reference in here to the particular proposal

4

that's before us.

5

something similar to Proposition 13.

6

proposal is quite different from Proposition 13.

7

While there are similarities, it's not,

8

know, item by item, provision by provision,

9

same as Prop 13.

10
11

12

I don't see any

I just see them referencing
And this

you
the

So I am -- I'm curious to know

what instigated the letter.
CHAIR KANE:

Mr. Young, before you respond, since you

COUNCILMEMBER ANDERSON:

14

CHAIR KANE:

Well, whoever can answer.

-- as the Chair -- if you let me finish,

please, Ms. Anderson --

16

COUNCILMEMBER ANDERSON:

17

CHAIR KANE:

Sure.

- we did not ask UBS, or anybody else

18

for that matter, to specifically respond to what

19

we have on the agenda.

20

Chair simply as their -- as the Chair, which is

21

representing all of us.

22

it, it wasn't this Committee, its staff, or your

23

Chair, or any of the Members, from my

24

understanding.

25

I:

have directed your question at me

13

15

I see it is addressed to you

COUNCILMEMBER ANDERSON:

I,

They are writing to your

And whoever instigated

Right.
88545852-b782-48c8-8fcc-b72f00382ec6

BF 10/18/05
Page 124
1
2

CHAIR KANE:

So I just wanted to respond to that part

of your question.

3

COUNCILMEMBER ANDERSON:

4

CHAIR KANE:

5
6

Okay.

And I will let the floor go to Mr. Young

for his response, if he does know anything.
COUNCILMEMBER ANDERSON:

All right.

Well,

let me

7

further clarify, then, because obviously,

8

somebody requested that they send this letter,

9

or at least drew to their attention that we were

10

discussing this proposal, and I would like to

11

know if they received this proposal.

12

receive this proposal, Mr. Young?

13

response to the proposal?

14

letter to them asking them to review it?

15

MR. YOUNG:

Did they

And this is a

And did you send a

No, I did not send a letter to them

16

asking them to review it, although they did

17

reVlew it.

18

submitted the last time this Committee

19

deliberated this item back in, I think, January

20

or February.

21

had submitted comment on it, previously that the

22

Committee was reconsidering it again.

23

believe this statement is a regurgitation of

24

what they previously submitted.

25

~

This is a similar comment that they

They were made aware, because they

COUNCILMEMBER ANDERSON:

A regurgitation.

And I

Well,

I am
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wondering if they really have really read the

2

proposal because they are talking about

3

limiting, by law, growth and property taxes.

4

And I don't see this proposal as doing that.

5

still have the option, should it be necessary,

6

to increase property tax by dealing with the tax

7

rate.

8

What I do see this proposal doing is

9

making the property tax more predictable for

We

10

people, and I think that's what people want.

11

They don't want to go to their mailbox every

12

year and have a surprlse package.

13

know what their tax is going to be.

14

be predictable.

15

can always increase the tax rates for certain

16

categories if we have to to take care of any

17

shortfall that may happen.

18

takes some time to go into effect.

19

like, you know, it's any big surprise on people.

20

And I think that's one of the biggest pr

21

especially for older people on fixed income.

22

They want to
It needs to

And should it be necessary, we

But that in itself
So it is not

lems,

Because if their -- if their property

23

tax goes from even 500 to $1,000 in one year,

24

that's $1,000 that may be you know paying for

25

their medical, or $500 that may be paylng for
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their -- their medication.

2

people want besides the -- the -- some kind of

3

cap on the escalation of property tax,

4

they want something that's predictable to the

5

extent that they can live with it.

6

And so, you know,

And so I think what

I

I think

I am a very --

7

I'm very dubious about this letter, because I

8

don't know what kind of information they got to

9

base this letter on.

10

CHAIR KANE:

Ms. Anderson, maybe I can help, and I

11

will ask Corp. Counsel to maybe verify my

12

comments.

13

When Corp. Counsel drafted this sometime

14

ago, it is my understanding that the Co

15

Counsel did ask the Bond Counsel to reVlew the

16

bill, and because of that, they are aware of

17

this proposal, and therefore, for whatever

18

reason, felt compelled to provide comment to it

19

in addition to their comments related to Corp.

20

Counsel's request.

21

22

Mr. Hokama, additional comment?
objections, Ms. Anderson, Hr. Hokama -

23

COUNCILMEMBER HOKAMA:

24

point, Chairman.

25

Without

CHAIR KANE:

One comment, on exactly this

Thank you.
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COUNCILMEMBER HOKAMA:

J

As you past -- as the

2

council's past Committee Chair, I believe I had

3

also requested communications from bond counsel.

4

I have dealt with this person.

5

with S&PS, Moody's, and I think it's responsible

6

for us to find out exactly what it means from

7

the borrowing side of the County's requirements

8

on how a change of taxation systems mayor may

9

not be a benefit.

10
11

I have dealt

So this is going beyond just this term,
Mr. Chairman.

12

CHAIR KANE:

13

COUNCILMEMBER HOKAMA:

Yes.
This has been a subject we

14

have been working on and we have made various

15

adjustments, but we might want to consider

16

having Mr. Lauterbur to state it within the

17

context of the specific proposal, if that is

18

more suitable.

19

is also counsel for our -- some of our si ter

20

counties, I believe Kauai County.

21

aware of what is happening to the various

22

counties of the state, and what it means for

23

each county to be able to borrow for certain

24

projects on the long term.

25

But again, he's also -- or UBS

So they are

And I think it would be great for us to
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understand that Slnce there appears to be

2

potential large-ticket items that the

3

administration may propose in its upcoming

4

budget, Chairman.

5

CHAIR KANE:

6

Thank you for that point.
And Member Anderson.

It is appreciated

7

you allowed the former Budget Chair to respond

8

to your question.

We are just providing you

9

with information.

So if you are disappointed

10

with the Chair's intent to provide you with

11

information, the Chair apologizes.

12

COUNCILMEMBER ANDERSON:

That's okay.

If I was

13

disappointed, I would have called for a point of

14

order, Mr. Chair.

15

CHAIR KANE:

16

COUNCILMEMBER ANDERSON:

17
18

No, you slammed your pen down,
No, I don't.

so ...

I just threw

it down.
CHAIR KANE:

Exactly.

Exactly.

And I would like to

19

ask if we can move on because, again, out of

20

respect for all the Members who want to

21

participate

22

COUNCILMEMBER ANDERSON:

Can I just finish what I

23

have to say, Mr. Chair, without being

24

interrupted?

25

I will be most succinct.

I would like to read a portion of a
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letter.

2

"Most importantly, the ability to levy

3

property tax -- taxes absent limitations

4

provides a critical financial resources for the

5

County to meet its ongoing obligations."

6

I am wondering if they are really aware

7

of what this bill does because I don't think

8

that this limits our ability to increase

9

revenues, so -- and there's no reference to this

10

bill in their letter.

11

leave it at that, and I will be following up

12

with them myself.

13

CHAIR KANE:

And so I am just going to

Thank you.

Thank you, Ms. Anderson.

Any additional

14

questions or comments before I recognize the

15

Finance Director, at this time?

16
17
18

Mr. Young.
MR. YOUNG:

Thank you, Mr. Chair.
Ms. Anderson, that particular statement

19

from them is in reference to Section

20

proposed ordinance, in which the maximum amount

21

of any ad valorem tax on real property shall not

22

exceed blank of the full cash value of such real

23

property.

24

you -- that -- that particular section was meant

25

to mean or taken to mean that there would be

in the

So if we are going to work that, if
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some cap In the actual tax bill.

2

know, this ordinance doesn't cap the tax rate,

3

or specify the specific tax rate, the overall

4

effect of limiting the tax bill.

5

with this blank line, you folks may chose to

6

make it something quite generous that won't

7

necessarily -- you know, would be far more

8

generous than what it is now but without knowing

9

that, that's what their statement was

10
11

And while, you

But you know,

mentioning.
COUNCILMEMBER ANDERSON:

Well, it's interesting that

12

you know that and that we don't know it because

13

it's not referenced anywhere in the letter.

14

So you know,

I appreciate their review,

15

and I agree that we need to have their

16

cooperation or at least their understanding of

17

what we are trying to do, and -- and we

18

certainly don't want to do anything that's going

19

to injure our ability to maintain a good bond

20

rating.

21

But I also don't like to have any kind

22

of, you know, blanket statement that doesn't tie

23

itself to any particular provisions in this

24

bill.

25

that they have read the bill.

By reading this letter, you have no idea
And obviously,
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you have had a discussion with them because you

2

are referencing that statement to a parti ular

3

provision within the bill.

4

So, that's all I have to say about it,

5

Mr. Chairman.

6

clarification, Mr. Young.

7

CHAIR KANE:

I thank

thank you for the

Thank you Ms. Anderson.

Any more

8

comments or questions at this point before the

9

Chair's recommendation?

Hearing none, Members,

10

before I make the recommendation,

11

the Chair that we have several questions that

12

will be articulated in writing and signed by

13

your Chair and sent off to the Finance

14

Department.

15

We also look forward,

it is clear to

I know Mr. Fisher

16

on behalf of COMET has been taking notes and

17

that we would certainly appreciate some

18

follow-up to the discussions that took place

19

today.

20

provide some, and you can send it over to the

21

to the staff on behalf of the body.

22

address it to the Chair and the Committee

23

Members, and we would be appreciative of your

24

comments Mr. Fisher.

25

tight with us and being here with us.

And again, that would help if you could
!
f

You can

So thank you for sitting
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Members, without objection, the Chair's

2

recommendation is to defer this item.

3

objections?

4

COUNCILMEMBERS VOICED NO OBJECTION.

5

CT)

6

ACTION:

7

CHAIR KANE:

Thank you very much, Members.

about 4:27.

9

Finance Committee is adj ourned.
ADJOURN:

(excused:

RC and

DEFER pending further discussion.

8

10

Any

It is

This meeting of the Budget and
(Gavel. )

4:27 P.M.

11

12
13
14
15
16
17
18
19
20
21
22
23
24

1\
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