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Council Chair ErnestMartin
Honolulu City Council
530 S. King Street
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Onbehalfof themembersof theRealPropertyTaxAdvisory Commission,I ampleased
to submitthefinal reportof the Commissionto you andthe membersof the Honolulu
City Council. This report includes all public testimonies, including commentsreceived
during the 30 day comment period from December9, 2011 through January 9, 2012 in
accordance with your recommendation.

This concludes the work of the Commissionwhich dissolveson June 30, 2012. I want to
acknowledge the contributions of BudgGt ~nd1i~c~I~erv~cesbirector Mike Hansenand
Real Property TaxAssessmentDivision Administrator Gary Kurokawa. Their guidance
andexperttestimonywas an invaluable part of the process. I also want to commend the
Commission membersfor their supportand thank them for their participation in a most
comprehensive review of theproperty tax exemptions.

Thank you for this opportunity to explore an equitable and moreefficient real property
tax system for all of the residents of the City and County of Honolulu.

Lowell K Kalapa,Chair
RealPropertyTax Advisory Commission

C: Membersof theRealPropertyTax AdvisoryCommission
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Pursuant to Resolution 11-143, FD1, the Honolulu City Council established an Oahu Real
Property Tax Advisory Commission and seven citizens were appointed to undertake an objective
review of the City & County of Honolulu’s real property tax system. More specifically, the
Council directed that “the commission shall conduct a systematic review of the City’s real
property tax system’s classes, exemptions, credits and minimum property tax, using such
standards as equity and efficiency and starting with an initial review of exemptions.”

Prologue

The Commission wishes to make it known that it took its charge seriously and without
bias to any special interest. While some members, no doubt, represent specific special interests,
all were asked to put those interests aside in the Commission’s attempt to understand the genesis
and rationale for the plethora of exemptions which riddle the Honolulu Real Property Tax
ordinance. The Commission recognized that many of the current exemptions came about as a
result of political pressure and constituency dissatisfaction in bearing the real property tax
burden.

The Commission received comments from the public all of which are attached as a part of
this report. Recognizing that many of its members gave of time from their already busy
schedules, the Commission’s meetings were kept within promised time limits and in many cases
adjourned with discussions left incomplete. However, with the limited window of opportunity
for open and candid discussion and allowing for input from the staff whose task it is to execute
the policies established by prior state laws and Councils, the Commission believes that its review
has been objective and evenhanded. While the Commission recognizes that many of its
recommendations may not be politically popular or acceptable to various special interests, it
believes that the sum of its recommendations makes the real property tax system far more fair
and equitable as well as transparent.

With no preset or hidden agenda other than to take its charge from the Council’s
resolution to heart in its quest for equity and efficiency, the Commission consistently measured
each exemption or dedication it discussed against the six principles of good tax policy outlined in
its report. The Commission also recognized that the real property tax is indeed an ad valorem
tax, that is a tax based on the value of the real property of the owner. The tax itself is the product
of this value multiplied by the rate set each year by the City Council.

The Commission recognizes that rising property values are a matter of market forces and
that with a finite source of urbanized land, values in Hawaii, especially in Honolulu, will
continue to rise. While this is an often-heard complaint of long-time homeowners, they
nonetheless have the ability to leverage that appreciated value or dispose of the appreciated value
and reap the benefits of that appreciation. The Commission also notes the concern of some
members that the recent failure of the Congressional “Super Committee” to adopt a reduction in
federal spending will trigger automatic cuts to federal spending beginning in 2013. With
Hawaii’s heavy dependence on defense expenditures and with a large presence of federal and
civilian personnel, such reductions in federal expenditures could have a substantial impact on the
real estate values in Honolulu should demand for housing by those federal employees disappear.
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On the other side is the argument that many long-time homeowners have no intention to
divest their property in return for the unrealized gains their appreciated property represents.
Many of these property owners are elderly and argue that because of their age or disability or
fixed income they should be entitled to a bigger tax break. However, the same argument could
be made for those who are just beginning their tenure in a home, because of their young age, they
have rather limited earning capability, do not have other assets, or may have other indebtedness
that the elderly no longer have. To that end, one of the Commission’s more controversial
recommendations raises the issue of what blanket exemptions attempt to achieve.

Critics of the repeal of the home exemption and the multiple, age-based home exemption
need to ask the same question that Commission members asked and that is whether or not there is
a direct correlation between physical condition and the need for tax relief. The Commission
believes that critics must take an objective view of whom the taxpayer is and not base their
assumptions on a quid pro quo that just because one is elderly or disabled that the person is
necessarily poor. The Commission was made aware of several past examples of persons who
were disabled, for example, who were subject to more lenient treatment under other State tax
laws but had, in fact, substantial wealth and income that was then granted preferential treatment.
Unless critics can prove that there is a direct link between age or physical condition and the need
for additional tax relief, those exemptions cannot be justified.

The other point that the Commission would like to reiterate is that when such blanket
exemptions are granted, those who are beneficiaries come to assume that the City can continue to
provide the same level of services without cost to anyone. That is just not true. Someone must
pay for the services that are provided to beneficiaries of the blanket exemptions. Taxpayers who
are not so favored with a blanket exemption must pick up the cost of providing those services.

Thus, one of the misconceptions that such blanket exemptions create is the assumption
that more City services can be provided because it is not costing a particular beneficiary group
anything or very little for these City services. Thus, the accountability relationship between those
who pay for those services and those who benefit is lost.

The Commission acknowledges that many who have been granted preferences
(exemptions) under the current law will resist any attempt to reduce or eliminate those
preferences; however, those beneficiaries must also acknowledge that they are also beneficiaries
of City services. Those services must still be paid for out of what resources the City has
collected from those not so favored. Thus, if many of these preferences are not curtailed or
constrained and the cost of providing City services continues to rise, the burden of paying for
those services must be shifted to all real property taxpayers who don’t enjoy similar preferences.
Reducing or eliminating many of these exemptions will help to spread the cost over all those who
benefit from the services provided by the City and paid out of real property taxes. That being
said, the Commission also wants to go on record that its recommendations to bring fairness and
efficiency to the real property tax system should not provide license to elected officials to realize
a windfall of new revenues while providing little or no tax relief to those who have been paying
the tab all these years as Councils, both past and present, increased the number of exemptions. In
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other words, broadening the base of the real property tax should be utilized to either reduce real
property tax rates on current taxpayers or minimize any increase in rates for currently taxable
property.

While it was not within the purview of the Commission’s charge, the Commission notes
that County expenditures must also be constrained and reined in as well. It was not the
Commission’s task to merely find ways to raise more money but to bring efficiency and equity to
the real property tax system. Thus, the Commission believes that it is the Council’s
responsibility to address the spending side of the ledger.

Finally, the Commission wants to extend its appreciation to the Department of Budget
and Fiscal services, in particular to Director Mike Hansen and his staff of the Real Property
Assessment Division, its chief, Gary Kurokawa, Robin Freitas, and Bob Magota for all of the
technical support and information they provided to the Commission. The Commission also
extends its appreciation to the Office of Council Services and Council Chair Martin’s office who
provided staff support and coordination for the Commission’s meetings.

THE MISSION AND THE SETTING

Charged with the goals of returning equity and efficiency to the system, the Commission
recognized that after many years of amendment and political pressure the system had been
riddled with numerous exemptions, exclusions, and dedications which had eroded the tax base
and shifted the burden of taxation to categories of property that had not been so favored. As a
result, accountability and transparency had been lost to the extent that many taxpayers do not
know where their real property taxes were being spent. Others assumed that since they paid little
or no real property taxes they could expect more and more in City services and facilities.

In an effort to place all members of the Commission on the same page, the members
initially spent several sessions learning about the real property tax system as it exists currently.
With the assistance of the Director of Budget and Fiscal Services and the head of the Real
Property Assessment Division, Commission members had the opportunity to learn about the
sources of the City’s revenues, the large role that real property tax plays in the revenue picture
and where those revenues are spent. The real property tax accounts for just over 68% of the
City’s general fund revenue (see Table #1). At the same time, the Commission also learned
about the services that the real property tax revenues help to underwrite for the City (see Table
#2).

The Commission learned about the numerous exemptions under the law and the estimated
financial impact of foregone revenue as a result of those exemptions (see Table #3). In doing so,
the Commission also learned about those exemptions that were inherited from the state when the
real property tax was transferred from the state to the counties as a result of the change in the
state constitution that turned over the responsibilities for the tax at the 1978 Constitutional
Convention and those which have been added since the County took over the complete
responsibility for the real property tax.
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Table 2

Where the City Spends Its Dollars
FY 2012 Operating Appropriations

General Fund Only

$1,085,483,963

Subsidies-Other, net

0.2%

Public Safety-Police

19.1%

Public Safety-Fire

9.1%

Public Safety-Emergency

Services

3.1%

Public Safety-Other

0.7%

Subsidies-Solid Waste

8.5%

Other

Provisionals

3.3%

Sanitation

0.5%

Culture-Recreation

5.7%

Debt Service, net of reimb.

11.3%

Human Services

0.4%

Employee Fringe

Benefits

20.2%

General Government

11.7%

Subsidies-Bus

5.9%

Highways & Streets

0.3%
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The Commission also learned the law directs that all real property be assessed at its
highest and best use which in many cases provides the impetus for many of the exemptions or
preferential assessment approaches available under the law. It learned that some of the
exemptions which came over from the state have not been altered since they were transferred
from the state law and, as a result of a provision in the state constitution, many of those
exemptions were prohibited from being altered for a period of eleven years after the transfer of
the tax from state jurisdiction to county control. Little, if no, attention has been devoted to a
review of those exemptions since the transfer of the tax laws. As a result, the relevance of these
exemptions has not been questioned until now.

Finally, as a result of the Congressional “Super Committee’s” failure to come to terms on
how to reduce the federal government’s spending, automatic reductions in federal expenditures
of $1.3 trillion will be initiated beginning January 1, 2013. With Hawaii’s heavy dependence on
federal defense expenditures, there will, no doubt, be severe effects for Hawaii’s economy. One
possibility will be a reduction in the presence of federal defense personnel in Hawaii. That being
the case, there will, no doubt, be a reduction in demand for civilian housing, despite the fact that
many military families live on military reservations. But even as those units are vacated, those
families who rented or owned in the civilian market will take the opportunity to relocate to
military reservations, especially if subsidies for civilian rentals are reduced or eliminated.

Similarly, the Commission also acknowledges that federal subsidies for housing such as
the Section 8 program will reduce the attractiveness of rentals at market rates, thereby reducing
the potential value of those properties. That being the case, the Commission anticipates a
possible decline in real property values in the worst case scenario or at the very least, instability
in the real estate market.

This gives the Commission rise for concern about the stability of the real property tax
over the next few years and should provide an impetus for the Council to seriously consider the
recommendations the Commission makes below in an attempt to stabilize the revenues from the
real property tax by spreading the cost of operating the City over a broader base that will allow
lower rates for all taxpayers.

GOOD TAX POLICY

After learning of the exemptions and other preferences granted to certain real property
taxpayers, Commissioners believed that they needed some standard by which to measure the
efficacy of each of the current exemptions. Commissioners looked for generally accepted
standards of what constitutes good tax policy. Noting that the 1989 Tax Review Commission
had established criteria which are generally accepted measurements of what constitutes good tax
policy, the criteria were discussed by the Commission and accepted as the criteria by which to
measure whether or not many of the exemptions and other preferences of the real property tax
law meet these standards. These standards or criteria include:

• Equity. The tax burden should be fairly shared. Fairness is understood to mean that
taxes should be borne: (1) by the person who receives the benefit of a government service
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(the benefit principle) or; (2) by those with the means (the ability-to-pay concept).
Taxpayers in similar circumstances should be taxed alike (horizontal equity), and
taxpayers in unequal circumstances should be taxed on the basis of their ability to pay
(vertical equity).

Income is the most commonly used measure of ability to pay. A tax structure is said to be
“progressive” when the tax burden varies directly with income (borne to a greater extent
by higher income taxpayers), “regressive” when the burden is inversely related to income
(disproportionately borne by lower income taxpayers), and “proportional” when there is
no change in burden as income changes.

• Adequacy. The tax system should generate sufficient tax revenues to meet government
obligations and to fund spending plans. The other side of the adequacy standard is that,
after allowing for normal fluctuations, the system should not produce tax revenues in
excess of what is needed.

• Stability. The tax system should provide a stable and predictable flow of tax revenues.
It should minimize the need for frequent or radical adjustments as economic conditions
change and allow the government and taxpayers to make their plans with some certainty
as to the impact of taxes. Unlike the State where rates are rarely changed, the City
council annually sets the rates for the various categories of real property, rising or falling
with the change in real property valuations and the demands of the spending programs of
the City. Given this process, few changes should be made on an on-going basis to the
structure of the real property tax as frequent change merely creates uncertainty for
taxpayers and instability to the structure insofar as the sources of revenues.

• Economic Neutrality (Efficiency). The tax system should not interfere with private
economic decisions. Taxpayers should not be inclined to structure their activities for the
purpose of avoiding a tax or gaining a tax advantage. They should be able to compete on
a “level playing field” where taxes do not confer an advantage on one party over another.
Creating preferential treatment, as do many of the current exemptions, only encourages
property owners to devise ways to reduce their exposure to the tax creating inefficiencies
in the use of the property.

• Simplicity. The tax system should not be unduly difficult for taxpayers to comply with
or for the government to administer. The cost of compliance and administration should
not be out of proportion to the means at hand or the amount of tax involved. However,
this does not prevent the law from requiring those who receive preferential tax treatment
under the law to provide information justifying the preferential treatment.

• Competitiveness. The real property tax system of the City & County of Honolulu should
compare favorably with the tax systems of other counties so that it does not discourage
people from living in this county as opposed to other counties in the State or for that
matter in other jurisdictions where real property taxes are an economic and financial
consideration for living in that jurisdiction or conducting business here.
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Utilizing these guiding principles of good tax policy, the Commission undertook a review
of the nearly three-dozen exemption and dedication provisions of the County’s real
property tax ordinance and arrived at some overall conclusions.

WHO SHOULD PAY?

• Given that all taxpayers - be they individuals, businesses, or organizations - benefit from
any variety of services provided by the City & County of Honolulu, all owners of real
property should pay for the cost of these services based on their ability to pay or on their
providing a public good that benefits the community at large.

• Preferences under the real property tax law should not be conferred merely because a
property falls into a certain category of use or the property owner bears a certain
characteristic be it a physical disability, age, or type of use of the real property.

• The Commission recognizes that certain preferences exist because of superior law which
mandates that special consideration be given to these types of properties. Obviously
federal and state properties are exempt because of superior law, but the Commission also
recognizes that other laws override the County’s ability to tax these properties. Among
these is the first seven years of a Hawaiian Homes lease or where another tax is levied in
lieu of the real property tax such as the Public Service Company tax which is levied in
lieu of the real property tax on the gross income of public utilities, and foreign consulate
real property.

• On the other hand, numerous exemptions and preferences were inherited from the state
statute prior to the transfer of the responsibilities for the real property tax in 1978. Since
many of these provisions had to be retained for an eleven-year period following the
transfer of responsibilities for the tax, many of these were not subject to review over the
years. The Commission finds that many of these preferences are obsolete and should be
repealed. Among them is the exemption for the manufacture of pulp and paper products
and the exemption for manufacturing facilities and equipment.

• Similarly, the Commission questioned the provisions which seem to confer preferences
on facilities or structures that might otherwise be considered personal property. Among
these provisions are those for alternate energy improvements and pollution control
facilities. While it is understandable that these facilities might be considered real
property, the Commission believes that a clarification of what constitutes real property as
opposed to personal property might help assessors in determining what should be
included for the purpose of the tax. It would appear that anything that is integral to the
structure or the improvement should be considered real property as opposed to elements
which, if removed, would not jeopardize the integrity of the facility or structure.

• Finally, the Commission believes that tax relief should be provided to those who truly do
not have the ability to pay their fair share of the real property tax burden. The
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Commission recognizes that many real property owners have encumbered liabilities as a
result of increases in valuation of surrounding properties through no fault of their own.
While some may argue that if such property owners no longer can afford the rising tax
bills as a result of increasing values, they can divest themselves of the property. While
that may be an option for nonresidential properties, those who are homeowners may not
find that as an option, especially the elderly who may have occupied the property for the
majority of their lives. To that end, the Commission notes that the City & County already
has a mechanism to provide relief to homeowners based on their ability to pay. Although
the tax credit has its challenges, insofar as recognizing the need for tax relief, it is far
superior to the blanket home exemption which is afforded regardless of an indication of
the need for relief.

While the Commission raises the question of “who should pay” in its review of
exemptions extended under the real property tax, the Commission would also like to note that
over the years the shift in the tax burden with respect to who should pay has also affected the
various categories of taxable real property. In a review of Table #4, the Council will note that
while residential property accounts for more than 80% of the net assessed value of real property
in the County, it contributes just over half of the actual tax dollars collected. Thus, the burden of
paying for county services is shifted from residential to non-residential categories of property.
Similarly, broad exemptions like those that will be discussed below shift the burden of paying for
county services from those who are beneficiaries of the exemption to those who are not so
favored.

With the foregoing as a frame of reference, the Commission would like to review some of
its observations and make recommendations to the City Council to consider in reforming the real
property tax system for the City & County of Honolulu. The Commission attaches an exhibit of
all real property tax exemptions across all four counties as a reference of what preferences have
been granted to which group of taxpayers (see Table #5).
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THE HOME EXEMPTION

By far the largest financial impact and the most numerous of exemptions claimed are
those claimed for owner-occupied residential property, otherwise known as the home exemption.

However, also included in this category are special provisions if the homeowner is
disabled be it if the homeowner is blind, deaf, or otherwise disabled as a result of Hansen’s
disease. It should be noted that these latter exemptions because of disability are afforded an
additional exemption of $25,000 on any property, while disabled veterans or their widows are
afforded a complete exemption of their homes. These additional exemptions are in addition to
the basic or multiple home exemptions granted to all homeowners. Further, because none of
these latter additional exemptions have been altered since the real property tax was turned over to
the County, the amount of the exemption amounts to less than a $100 annual reduction in the
affected taxpayer’s liability under the County’s current rate scheme of $3.50 per thousand dollars
of valuation. While state lawmakers may have had compassion for this group of disabled real
property homeowners, physical impairment is by no means an indication of a taxpayer’s ability to
pay his or her fair share of the real property tax burden.

While the repeal of the complete exemption granted to disabled veterans may be seen as
unpatriotic, the question should be whether or not tax relief is required. Providing a blanket
exemption merely because of past military service and a disability is by no means an indication
that all other taxpayers should be asked to subsidize the cost of providing County services to the
favored individuals. If the intent of this archaic provision was to reward disabled veterans, then
one must ask why wasn’t the preference extended to all veterans or on the flip side, why is the
complete exemption extended to all disabled homeowners rather than the mere $25,000
additional exemption currently provided to the disabled.

Again, the Commission notes that there is a mechanism available to those homeowners
who cannot afford their fair share of the real property tax burden. In that respect, the real
property tax credit process needs to be reviewed and streamlined, making the application process
more user friendly.

It is therefore the Commission’s recommendation that these additional home
exemptions for the disabled be repealed in favor of providing tax relief on the inability to pay
through the County’s real property tax credit program.

A more important consideration in this discussion is the broader home exemption granted
to all taxpayers who own and occupy their own shelter. According to the Real Property
Assessment Division, there are more than 144,000 parcels that qualify for this exemption which
had a gross impact of revenue forgone of more than $49 million during fiscal year 2012.

The Commission recognizes that the home exemption has its genesis in the 1930’s when
families displaced by the droughts of the Midwest wandered from town to town as they moved
West. As an incentive to encourage these wandering families to set down roots and contribute to
a growing community, the home exemption was offered to attract these families to settle. There
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was no rationale behind the home exemption other than it was a financial incentive to stabilize
what would otherwise have been a transient community with the incentive that those that benefit
would receive county services at a discount. Since then the home exemption has become an
“entitlement” for being a homeowner. What it does ignore is that for those who cannot afford to
purchase their own shelter or choose to rent, no such financial incentive is available to them.
Thus, either renters pay the full bill for county services or the landlord assumes a larger share of
the cost for County services if the burden of the real property tax cannot be passed on to the
renter.

While the Commission does recognize the difficult political challenge that a repeal of the
home exemption may pose for elected officials, it nevertheless believes that by doing away with
the home exemption, equity and transparency will be restored to the real property tax system.
When eliminating the home exemption, Commissioners believe that this action be undertaken
with an overall reduction in real property rates so as to maintain revenue neutrality. The
opportunity that this action can contribute to revenue neutrality should be extended across the
board to both residential and nonresidential classes of real property.

For those homeowners who might experience financial hardship with the loss of the home
exemption or the multiple home exemption which is based on advanced age, the Commission
believes that the real property tax credit currently available under County ordinance can provide
more effective tax relief to those who need help. In fact, more homeowners may now qualify for
the tax credit relief as a result of the loss of the home exemption or multiple home exemptions.

The Commission poses the philosophical question, “Is the home exemption the
appropriate means of tax relief for shelter?” The Commission recognizes that the home
exemption is granted regardless of a person’s ability to pay because it is granted to rich people
and to poor people. The home exemption is granted only to people who own their shelter and not
to those who rent their shelter. Since the Commission subscribes to the idea that the
homeowner’s exemption is not an efficient means of tax relief, it supports the repeal of the home
exemption.

The Commission recommends that the home exemption, the multiple home exemption,
and the “in lieu of” home exemption be repealed. In place of these exemptions, the
Commission recommends that the real property tax credit be utilized to provide tax relief to
those who do not have the ability to pay their fair share of the real property tax burden.

REAL PROPERTY TAX CREDIT VERSUS IN LIEU OF EXEMPTION

The county currently has two programs to provide relief to low-income homeowner
occupants – the real property tax credit and the in lieu of exemption. Both programs require
submission of an application with related documents. The in lieu of exemption, however, is
available only to those homeowners who are 75 or older. The exemption is good for up to five
years. In order to be eligible for the in lieu of exemption, total household income must be less
than 80% of the median income for the county as determined by the U.S. Department of Housing
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and Urban Development. The Real Property Assessment Division processes the in lieu of home
exemption applications.

The real property tax credit is available to homeowner occupants whose combined
titleholder income does not exceed $50,000. (If a titleholder is married and files a joint return,
however, the spouse’s income is also included.) Applications for real property tax credit are
processed by the Treasury Division and are good for one year. Many elderly who apply for the in
lieu of exemption also apply for the credit. Since the requirements and applications are similar,
seniors are often confused. This results in phone calls to the wrong division as well as frustration
on the part of the applicant. In addition, staffing and other resources are used inefficiently as two
sets of employees are required to process basically the same information.

The Commission therefore recommends that Council repeal the in lieu of home
exemption and offer only the real property tax credit, which is available to a broader base of
low-income homeowners.

NONPROFIT ORGANIZATIONS

Another controversial exemption is that which is granted to charitable organizations “and
others,” an exemption that was also inherited from the state statute and which for an eleven-year
period after the transfer of the tax from the state to the counties could not be touched. As the
Commission learned, the term “and other” has forced the administrative staff to apply an uneven
interpretation as to what “and other” charitable organization means when it comes to the
application of this exemption.

For those members of the Commission who regularly work with charitable organizations
either as volunteers or as tax practitioners, the bright line definition is that by the Internal
Revenue Code as Section 501(c)(3) organizations on which the Service has conferred tax exempt
status with respect to income realized by the charity for its exempt purposes. By utilizing the
reference to the federal Code that defines such organizations, the Commission believes that
administrators will have much more clarity in applying the preferential tax treatment to such
organizations. The Commission notes that Section 501(c)(3) organizations include those that are
religious, charitable, educational, and scientific organizations that meet the standards established
by the Internal Revenue Code. Thus, requiring organizations applying for this real property tax
preference to provide evidence of the letter of determination from the Internal Revenue Service
will help to mitigate any administrative problems encountered in the past when determining what
“charitable” organizations qualify.

Therefore, it is the recommendation of the Commission that the ordinance be amended
to define “nonprofit charitable” organizations as those that have been determined to qualify
under the federal Code Section 501(c)(3).

This amendment would not only be in the interest of expediency and clarity, but it would
bring consistency and uniformity in the application of this tax preference. In doing so, the
Commission believes that this provision of the law can be consolidated and streamlined.
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Conversely, the Commission notes that there are several other “nonprofit” organizations
that while designated under the Internal Revenue Code Section 501(c) are not (c)(3)
organizations but are qualified under other subsections of that Section including labor unions and
governmental employee organizations under subsection (c)(4), some cemeteries under subsection
(c)(13) and patriotic societies under subsection (c)(19).

That being said, your Commission continues to believe that all real property owners
should pay their fair share for the benefits provided by the County. Your Commission notes that
the most obvious public benefits provided by the County include police and fire protection and
health and sanitation. At the same time, your Commission acknowledges the benefits provided
by many of these nonprofit organizations and, therefore, does not believe that such organizations
should be asked to pay their full share of the real property tax burden. However, these nonprofit
organizations must acknowledge that other taxpayers are subsidizing the cost of the benefits they
receive from County government.

As noted earlier in this report, the Commission believes that all property owners should
pay something for the benefits they receive from the County. Totally relieving a property owner
of sharing in the cost of County services and benefits violates the accountability relationship
between those who must pay for those benefits and those who enjoy those benefits. Complete
exemption from the real property tax for such organizations shifts the burden to all other
taxpayers, some of whom may or may not subscribe to the type of services such nonprofit
organizations provide. To wit, members of a religious organization who may ardently defend the
tax-exempt status of their institution may not necessarily support an organization which
advocates for planned parenthood. Thus, in the interest of equity and fairness, consideration
should be given to asking all nonprofit organizations to contribute something to the provision of
County services.

Council members will ask how then can such organizations be asked to contribute
something toward the cost of providing City services. Given that the real property tax is based
on the valuation of the real property owned or utilized, the Commission believes that each
nonprofit organization’s contribution to the cost of paying for County services should be based
on the value of the real property used for the exempt activity. While those real property owners
not so favored with a tax preference pay on the basis of 100% of the fair market value of the
property they own, the Commission believes that such nonprofit organizations should be asked to
pay their fair share of the real property tax burden based on a percentage of the assessed value of
the property that is utilized for the exempt purpose.

This means smaller nonprofit organizations which utilize little, if any, real property
probably will continue to pay the minimum tax while larger organizations with substantial real
property will pay more than the minimum tax. Known as an assessment ratio, it is not
uncommon to find such assessment ratios on the mainland where tax relief is extended to certain
types or classes of property by basing the real property owner’s real property tax liability on a
percentage of the value of the real property being taxed. Although the Commission is not
prepared to make a recommendation on the exact percentage of market value on which such
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nonprofit organization should be taxed, the Commission wants to make it explicitly clear that the
assessment ratio be greater than zero but not more than 100% of fair market value. Should the
Council believe that other “nonprofit” organizations deserve some sort of tax preference insofar
as paying their fair share of the real property tax burden, then consideration should be given to
setting the smallest assessment ratio for recognized nonprofits as determined by the Internal
Revenue Service as section 501(c)(3) organizations and those other nonprofits with other
determinations at a higher assessment ratio.

Regardless, the Commission recommends that those entities which currently are totally
exempt because they tend to be nonprofit in nature be subject to a levy of the real property tax
albeit at a percentage less than full market value in recognition of the community benefit they
provide. Such impost should be based on a percentage of the fair market value utilized for the
exempt activities.

The Commission recognizes that inasmuch as these properties have been exempt for
many years, accurate valuations have not been made on a contemporary basis, as there was little
return on investment given the fact that such exempt properties produced no income to the City
to justify expending resources on obtaining up-to-date and current valuations.

Again, should the Council wish to afford nonprofits other than those holding a section
501(c)(3) designation some sort of property tax relief, consideration should be given to a higher
assessment ratio than that afforded Section 501(c)(3) organizations.

Some commission members supported no change to the current tax rate ($300
minimum tax rate) for 501(c)(3) entities. Among their concerns were:

• Nonprofit 501(c)(3) organizations require tax exemption on real property
because they provide necessary programs and services that the
government sector is not willing or able to provide.

• The amounts being charged through increased taxation end up being a
small contribution to local government budget but with adverse impact to
the nonprofit budget. Nonprofits must cut seriously to pay this bill. The
ownership of real property does not reflect an organization’s ability to pay
the real property tax. If these programs and services cease to exist
because of increased taxation, those in need will either not receive the
service or will turn to government agencies to provide these services. It
will be more costly for government to provide these services.

• The public wants their charitable contributions to nonprofits to go toward
community services, not taxes. Taxing these organizations has the effect
of discouraging giving and volunteering. Our community needs more of
what these organizations and volunteers do, not less.
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• Increasing the real property tax rate for nonprofit 501(c)(3) organizations
fundamentally undermines the ability of nonprofit organizations to deliver
on their charitable missions and challenges their IRS tax-exempt status.

CREDIT UNIONS

Although credit unions are organized and established under Section 501 of the Internal
Revenue Code - more specifically under Section 501(a) - and are recognized as instrumentalities
of the federal government, the federal law provides that credit unions may be subject to taxation
of their real property. While exempt from taxation on income earned and on purchases of
personal property for consumption by the credit union, the federal law is explicit about the ability
of local governments to tax the real property of credit unions.

In the Commission’s review of the credit union exemption the Commission learned that
while credit unions are exempt by federal law from the taxation of income and purchases of
personal property, the law is specific that local jurisdictions may impose their real property tax
on these entities. Therefore, the real property tax exemption was specifically enacted to provide
the credit unions such an exemption. Given that the Commission is of the belief that all real
property owners who benefit from County services should pay something for those services, the
Commission believes that, like the exemptions for charitable organizations, credit unions’ real
property should be subject to the property tax based on an assessment ratio of the fair market
value of the credit union’s real property.

The Commission received numerous communications from various credit unions
imploring the Commission not to repeal the current exemption citing the fact that these
organizations provide financial services to their memberships which normally cannot be accessed
at traditional financial institutions. Others cited as a result of being granted the exemption, they
are able to enhance the earnings of their members and reduce the cost of loans made to their
members. In other words, real property taxpayers are being asked to subsidize the benefits credit
unions afford their members such as paying higher interest rates on deposits and extending lower
interest rates on it loans to members.

Thus, the Commission questions the validity of this exemption and recommends that
the Council consider complete repeal of the exemption.

The Commission notes that on one hand those that have a limited field of membership
only serve that defined field of membership and not the community at large. Conversely, the
Commission notes that for those credit unions that have a field of membership that is community
based, one has to question whether or not those institutions maintain a competitive advantage
over traditional financial institutions. Should the Council determine that this repeal may be
politically unacceptable, consideration should be given to applying an assessment ratio as
recommended above for other nonprofit organizations, albeit at a higher ratio than that granted to
Section 501(c)(3) organizations.
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KULEANA LANDS

This is a rather recent exemption adopted at the behest of a number of Hawaiian
organizations led primarily by the Office of Hawaiian Affairs (OHA). This provision of the law
provides a complete exemption to Hawaiians who were beneficiaries of the division of lands
implemented by the Great Mahele under King Kamehameha III and as authorized by the L 1850,
p. 202 as amended by L 1851, p.98. These lands must have remained in the same family(ies)
since that time in residential or agricultural use.

The Commission questions the underlying rationale - that is what these lands distributed
by the King and remaining in the same family since that time - has to do with the benefits
provided by the County. If the argument is that by not providing the exemption, these families
would be displaced as a result of the real property tax burden, the Commission again notes that
there are mechanisms in place that recognize the ability or inability of a property owner to pay his
or her fair share of the cost of County services provided to these land owners. To maintain a
complete exemption for these lands while their owners benefit from County services means that
other real property taxpayers are subsidizing the cost of the benefits enjoyed by the owners of
Kuleana lands.

To reiterate a point made earlier, the Commission believes that everyone who benefits
from the County’s array of services should have a part in paying for those services. Not only do
such broad exemptions grant relief where none may be needed, but they also assure that the
burden for paying for those services is shifted to another class of property owners who are not so
favored.

Therefore, the Commission recommends that the Council consider repealing the
exemption for Kuleana lands and in its place direct these property owners to the tax credit
mechanism to provide relief to those Kuleana property owners who truly cannot afford to pay
their fair share of the cost of County services.

HISTORIC RESIDENTIAL EXEMPTIONS

No doubt a major impetus for the creation of this Commission was the controversy
generated by the blanket exemption granted to historic residential real property. This measure
was adopted as an incentive to encourage homeowners and prospective homeowners to protect
and preserve historic residential properties. Inasmuch as there are no laws that prohibit the
destruction or removal of such properties, the Council was encouraged years ago to adopt such a
blanket exemption for properties which meet the qualifications as specified by ordinance.

However, as the media expose revealed, this exemption was subjected to rampant abuse
as the guidelines governing it lacked clarity while at the same time the department lacked
sufficient resources to monitor compliance with the requirements of the exemption. Since that
time, the City Council has adopted provisions that substantially clarify the requirements of the
exemption and give enforcement tools to the department to ensure that these standards are met.
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However, the Council refrained from making changes to the benefits afforded under this
exemption in anticipation that this Commission will make a recommendation.

Like the exemption for nonprofit organizations, Commission members believe that these
historic residential properties should pay something for the City services they enjoy. However,
characteristics of these properties vary substantially and a flat exemption amount would be unfair
to larger properties where there is substantial valuation (such as a historical colonial home in
Manoa or Nuuanu) in favor of a smaller and more modest plantation home in historic Ewa
villages.

Commissioners looked to the provisions extended to historic commercial properties and
believe that a similar approach could be applied to historic residential properties. The
Commission notes that commercial historical properties that are also listed on the historic
register are afforded a 50% reduction in their property tax liability provided they meet certain
requirements including recording a maintenance agreement in the Bureau of Conveyances. The
50% reduction in real property tax liability amounts to the same thing as if the property had been
assessed at a 50% assessment ratio.

The Commission notes its earlier recommendation that in order to recognize the
differences between property characteristics and size of properties utilized by nonprofit
organizations that relief be provided by way of a reduced assessment ratio for residential historic
properties. While the Commission is not prepared to make a recommendation as to what that
ratio would be, it would nonetheless be more than zero (fully exempt) and less than 100% (or full
market value).

It was brought to the attention of the Commission that some historic residential properties
are not necessarily owner occupied. Some were used as rentals while others were used for an
assortment of commercial activities such as banquets or weddings. While some may not agree
that such historic residences should be used for commercial activities or not be owner occupied,
the Commission is sensitive to the fact that many of these historic properties are costly to
renovate or maintain and in many cases these properties have been inherited from older
generations where the current generation of owners do not have the resources to upkeep those
residences. Thus, these current owners are caught between selling the property to someone who
may not be interested in preserving and maintaining the historic structure or perhaps demolish
the historic structure and put the parcel to a higher and better use, an alternative that would
certainly be a loss to the community.

The Commission is reminded that there have been numerous examples where these hard
choices had to be made and more often than not it meant the loss of the historical residence.
Such was the case of the Katuski home which stood in the path of progress with the construction
of the H-1 freeway as it crossed Keeaumoku Street. Although the fate of this historic residence
befell the ravages of fire before a decision could be made, the alternatives faced by the owner’s
widow and two children were limited as they did not have the resources to either move the
structure or if it had been moved by the state, the resources to maintain this grand old Victorian
structure.
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Another example is the grand Cooke mansion on Nehoa Street where the family was
faced with the settlement of the estate. The huge blue rock mansion was, no doubt, a
maintenance challenge that none of the beneficiaries could afford to undertake. Thus, the
decision was made to demolish the structure and subdivide the parcel on which it stood.
Unfortunately, that historic structure also befell the ravages of fire before any decision could be
made to preserve it.

The Commission also is aware that in Europe many noble families which inherited large
manors and estates have resorted to opening their historic homes to visitors as a way to afford
those visitors the opportunity to see how their ancestors lived and as a way to generate income to
maintain and preserve these historic homes. Therefore, it does not seem unreasonable to allow
owners of such historical residential properties to utilize the properties to generate resources that
would assist in the cost of maintaining and preserving the historic structure.

Recognizing that this would create two categories of historical residential real property
that would be afforded a preference as an incentive to preserve and maintain such structures, the
Commission reiterates that different assessment ratios could be set depending on how the
historical residential structure is used. For example, those historic residential structures that are
not owner occupied and used for commercial activities could be assessed at a 50% assessment
ratio, as could commercial historical properties while those which are owner occupied could then
be assessed at a lesser ratio. There still would be an advantage between historical residential
properties and historical commercial properties if the Council continues to tax residential and
commercial properties at different rates

Finally, the Commission notes again that historic commercial properties must record a
maintenance agreement in the Bureau of Conveyances in order to qualify for the preferential
treatment under the real property tax ordinance. While such an agreement may not be
appropriate for historic residential real property, consideration might be given to allowing owners
of historical residential real property to offset their real property tax liability with the amount of
qualified expenditures - as certified by the state historic preservation officer. Inasmuch as the
intent of the preference is to encourage not only the preservation of the historic property but also
the maintenance of it as well, it would seem only reasonable that such an offset would ensure the
maintenance of the property. There would be some reasonable nexus between the amount of tax
relief afforded and the amount the homeowner expends to upkeep the property in its historic
condition.

Thus, to summarize, the Commission believes that historic residential real property
should be afforded relief by applying an assessment ratio that results in a valuation that is less
than fair market value and that actual qualified maintenance expenses be allowed to offset
any resulting real property tax liability but no less than the minimum tax.
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AGRICULTURAL LANDS

The Commission regrets that it did not have sufficient time to fully appreciate and
understand the provisions relating to agricultural lands, including the dedication provisions and
qualifying agricultural improvements for dedicated vacant agricultural lands.

It is the Commission’s understanding that the agricultural dedication provisions were
inherited from the state where the dedication provisions were established with the intent of
encouraging the preservation of land used in agricultural and came to a zenith during the mid-
1970’s when the provision was enhanced to encourage the preservation of agricultural lands used
in the production of sugar and pineapple. Just prior to the 1978 Constitutional Convention that
transferred the administration and policy setting of the real property tax to the counties, recapture
provisions were added to impose a recapture of the taxes that would have otherwise been due as
if the land had been in highest and best use plus a 10% penalty.

Ironically, it was during the 1978 Constitutional Convention that a provision was added
for the designation of “important agricultural lands” in an attempt to ensure the preservation of
important agricultural lands. While it took nearly 30 years and various studies of land evaluation
and assessments, the state legislature finally adopted incentives to land owners to set aside
agricultural lands as “important agricultural lands.” In the meantime a Council-created task force
convened for the purpose of addressing the issue of alleviating the burden of the real property tax
on agricultural activities and out of its recommendations the current provisions which provide
that any incremental increase in the value of the real property due to improvements shall be
exempt from real property taxes for a period of seven (7) years after the construction of these
improvements.

Given the newly-enacted state law to encourage the designation of “important agricultural
lands” which provides a variety of incentives including tax credits for agricultural improvements
made to the designated properties, the Commission believes that a more comprehensive review
of the current real property tax provisions as they complement or conflict with the new state law
governing “important agricultural lands” is necessary.

Therefore, the Commission recommends that the real property tax provisions with
respect to the incentives to promote agricultural activity should be a priority agenda item for
the next Commission. In the meantime, the staff of the Department of Budget and Fiscal
Services should be directed to analyze how the County provisions and the new state law
comport. The Commission also notes that there is another Council Task force charged with
the implementation of the Important Agricultural Lands law and believes it might be
appropriate to refer the real property tax provisions to that Task Force.
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SPECIFIC EXEMPTIONS

While the Commission has referenced a number of more specific exemptions such as
those for alternate energy improvements and air pollution control facilities and others which have
not been previously mention such as crop shelters and slaughterhouses, the rationale for these
exemptions is not inherently clear.

Given the changing environment, the Commission questions the need for some of these
exemptions. For example, as a result of rising costs for traditional energy sources, consumer
demand is moving in the direction of alternate energy production. Should this trend continue,
what was at one time considered the unusual will become the common. With the proliferation of
solar and photovoltaic farms, will the current exemption sap the potential resources of the real
property tax? Similarly, as a result of federal mandates with respect to air quality will incentives
for air pollution control facilities be necessary?

On the other hand, the Commission recognizes the challenges of agricultural property
owners in recent years; however, the Commission did not have the opportunity to learn more
about the rationale for the exemptions provided for slaughterhouses and crop shelters, as well as
the exemptions provided for other nonprofits not covered in ROH Section 8-10.10 such as
charitable nonprofit medical indemnity or hospital service associations and nonprofit
organization thrift shops.

The Commission also notes that both nonprofit childcare centers designated under Code
Section 501(k), as well as for profit childcare centers, enjoy exemptions from the real property
tax. While all of these organizations may serve the public good, they should not be afforded the
same dispensation as the pure nonprofit organizations with the (c)(3) determination.

To better understand the reason for these exemptions, the Commission recommends
that these exemptions be scheduled for repeal and that the City Council hold hearings in an
effort to gather information and justification for the continuation of these exemptions.

ACCURACY OF INFORMATION

In its review of the various real property tax exemptions, the Commission learned that not
all properties are assessed annually as the Real Property Assessment Division’s resources are
devoted to properties for which taxes would be higher than the minimum tax and little was to be
gained by assessing properties that were exempt. Given that not all properties are assessed
annually, information provided to the Commission regarding the amount of foregone revenue is
inaccurate, making it difficult to determine the amount subsidized by other taxpayers. Under
Section 8-7.1(a) of the Revised Ordinances of Honolulu, all taxable properties are required to be
assessed annually.

A representative from Real Property Assessment Division informed the Commission that
they currently rely on self-reporting and complaints to determine when property owners no longer
qualify for particular exemptions or dedications. A Commission member pointed out that
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outside sources are available to help the administration determine when certain changes in
property ownership or usage may occur and therefore may impact tax assessments. For example,
the Internal Revenue Service (IRS) regularly updates its list of nonprofit organizations that have
lost their exempt status. The IRS publishes the list at www.irs.gov and makes it available in
Acrobat or Excel format for easy downloading and searching. Other resources available for
review and comparison are as follows:

• Homeowner data from other counties – to reduce claims of multiple homeowner
exemptions within the state;

• Homeowner data from other states from sources such as LexisNexis.com – to
reduce claims of multiple exemptions by out-of-state homeowners; and

• Foreclosure records – to reduce claims of homeowner exemptions by owners who
are not eligible for such exemptions.

In light of this information, some Commission members believe that adequate
resources should be allocated to the Real Property Assessment Division to allow the
annual assessment of all taxable properties as required by law and that the Division
take advantage of the outside sources listed above to increase compliance with the real
property tax law and rules. This will allow for a more accurate assessment of the
impact of real property tax policies such as those which govern exempt properties.

TRANSPARENCY, ACCOUNTABILITY, EFFICIENCY AND FAIRNESS

The Commission wishes to extend its appreciation to the City Council to have had this
opportunity to review the numerous exemptions which were inherited from the state and which
were added by previous Councils over the years since the County assumed complete control of
the real property tax exemptions in 1989. This has been the first such review of those
exemptions since they were enacted or inherited and we trust that the Commission’s review has
been fair and objective.

As required by the enabling resolution establishing your Commission, its members stand
ready to discuss, explain and otherwise clarify its recommendations and will dissolve as of June
30, 2012.



MEDIA and COMMENTS

August 15, 2011 through December 7, 2012
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From: David.L.Zevenbergen@hawaii.gov

Sent: Thursday, August 25, 2011 3:44 PM

To:

Cc: Natalie

Subject: Property Tax Concerns

Attachments: CC_Bill_55_DLZ_Comments.PDF

Page 1 of 1

Attached is a copy of Bill #55 dealing with the property tax exemption for
historic properties along with my comments. I do not have a problem paying property taxes as long as I feel I am being treated equitably. I
have also owned historic homes when I lived on the mainland and was not given as preferential a treatment as quite a few of the historic
homeowners here on Oahu. $300 per year is a joke, especially when the property value exceeds $1 million. Not having the property either
publicly accessible or visible and still claiming the exemption is criminal and for the property to be given an automatic extension begs abuse.
I suggest the City/County of Honolulu set aside enough funds to establish an enforcement program complete with non-negotiable fining
capacity for a period of three to five years, then the program becomes funded through enforcement of fines. Set up a schedule for inspection

with mandatory re-inspection every ten years.

On a positive note, some of Bill 55(2010) has satisfactorily been improved upon, unfortunately, it still does not seem to have much teeth. I
will be more than happy to talk with you and/or the Commission in the future. I would have been there on Monday if it were not for my

having to be at a work-related conference in San Francisco.

Thank you for your time.

Sincerely,

Dave

David L. Zevenbergen
Hawaii Scenic Byways Coordinator
State of Hawaii Dept. of Transportation
Highways Division
869 Punchbowl St., Honolulu, HI 96813
Planning Branch, Room 301
Advance Planning Section
W: 808-587-6341
F: 808-587-1787
E: David.L.Zevenbergen@hawaii.gov

C: 360-701-8498









From: Holly J Huber [hollyjhuber@gmail.com]

Sent: Wednesday, September 14, 2011 8:20 AM

To: CCLBC

Subject: Holly's Complete Testimony

Page 1 of 6

Aloha,

This email has the entire text of my submitted testimony and omits the attachment. I want to see if you receive the entire testimony, if the
attachment is left off. This message ends with my contact info.

Please let me know! All the best,

Holly

FOR MEMBERS OF THE REAL PROPERTY TAX ADVISORY COMMISSION
for its Meeting on Tuesday, September 13, 2011
Public Testimony from Holly Huber

<!--[if !supportEmptyParas]--> <!--[endif]-->
Aloha Commission Members:

In the past year, I have personally undertaken a review of Honolulu’s Real Property Tax data. Using data purchased from the City, I have been able
to analyze a wide range of property records and generate detailed reports on property tax issues before the City Council such as changes in land
classification and exempt properties.

My careful analyses raise serious concerns regarding the integrity of the City’s Real Property Tax data and systems. There are many inaccuracies in
the data that preclude the Real Property Assessment Division from implementing a uniform and equitable system for valuation.

Real property taxes are the primary source of revenue for the City and County of Honolulu’s general fund. Unfortunately, the current system of real
property tax assessment is riddled with errors and inequities; a comprehensive overhaul is needed as well as a parcel-by-parcel review of all Oahu
property.

In 2010, the City Council spent a great deal of time making changes and fixes to property tax laws. It was found that many of the ordinances are
not being enforced, are not enforceable, or are contradicted by administrative rules.

Property tax exemptions have been the focus of numerous bills and resolutions over the past year but with little action taken by the Council. The
Real Property Tax Advisory Commission was created to assist the Council by providing a comprehensive review of the existing system. Your
evaluation is greatly needed. I am happy to offer my assistance. Please contact me if you have any questions or would like additional information
(see contact info below).

CHARITABLE EXEMPTIONS ON OAHU

Most exemptions are determined by use of the property, not strictly ownership. This important distinction was mandated by the Kingdom of
Hawaii in the late 1800s when a court ruled that not all of the Bishop Estate’s lands were exempt from taxation, only those used for a charitable
purpose.

The Revised Ordinances of Honolulu (ROH) restricts the charitable exemption of property based on its use:

Sec. 8-10.10 Exemption--Charitable purposes. [in part]

(a) There shall be exempt from real property taxes real property, or a portion thereof, designated in subsection (b) or (c) of this section and
meeting the requirements stated therein, actually and (except as otherwise specifically provided) exclusively used for nonprofit purposes.

(c) Exemption is allowed by this subsection for property used for charitable purposes which are of a community, character building, social
service or educational nature ….

(d) If any portion of the property which might otherwise be exempted under this section is used for commercial or other purposes
not within the conditions necessary for exemption (including any use the primary purpose of which is to produce income even
though such income is to be used for or in furtherance of the exempt purposes) that portion of the premises shall not be exempt but
the remaining portion of the premises shall not be deprived of the exemption if the remaining portion is used exclusively for purposes
within the conditions necessary for exemption.
[emphasis mine]

There are some exceptions to this rule. Churches can claim as tax-exempt any property used for parsonages or incidental use. The valuations for
2011-2012 exempt property show that Oahu's church properties exceed charitable properties in number and value: 861 churches valued at
$1,700,820,000 top the 650 charities valued at $1,633,639,000. Note that these church properties do not include schools, hospitals or retirement
homes which are categorized separately.



Exemptions are granted by RPAD based strictly on self reporting by the exempt applicant. The process is a rubber stamp with no scrutiny. Once a
property is declared exempt, there is no follow-up or subsequent review. This lack of oversight and enforcement has led to many inconsistencies
and abuses.

Property Tax Exemption Based on Use: Nonprofit Cafes/Restaurants

In March, I filed the following complaints with RPAD regarding commercial restaurants located in 100% tax-exempt properties:

1. Downtown @ the HiSAM TMK 210170010000

The State of Hawaii receives a full exemption from property tax for leasing 250 South Hotel Street, also known as No. 1 Capitol
District Building. However a portion of this tax-exempt property, valued at $ 23,781,700, is being used for a commercial restaurant.

Downtown @ the HiSAM is a full-service restaurant located at the Hawaii State Art Museum. The restaurant opened to rave reviews in
2007. According the state’s website, Downtown is open for lunch Monday through Saturday, evenings on First Fridays, and “may also
be booked for private functions.” Due to its popularity, reservations are recommended.

Under the Revised Ordinances, Downtown @ HiSAM must pay the appropriate property taxes for its commercial operations, including
back taxes for years in which the assessment was omitted.

2. The Honolulu Academy of Arts Pavilion Cafe TMK 240140210000

The Honolulu Academy of Arts receives a full exemption from property tax as a nonprofit. However a portion of this tax-exempt
property, valued at $22,681,900, is being used for a commercial restaurant.

The Pavilion Cafe is a full-service restaurant located at the Honolulu Academy of Arts. The Pavilion Café opened in May 2001
occupying 3,100 square feet in the Luce Pavilion Complex.

Under the Revised Ordinances, the Honolulu Academy of Arts had an obligation to report this status change to its exempt property
within 30 days and pay the appropriate property taxes for the commercial use.

Currently the property is classified as RESIDENTIAL however the land classification should be changed to COMMERCIAL upon
consideration of the parcel’s actual as well as highest and best use. Taxes paid on the non-exempt portion of the property should be at the
commercial rate.

3. The Contemporary Cafe at the Contemporary Museum TMK 250080010000

The Contemporary Museum Honolulu receives a full exemption from property tax as a nonprofit. However a portion of this tax-exempt
property, valued at $10,891,000 is being used for a commercial restaurant.

The Contemporary Cafe is a full-service restaurant located at the Contemporary Museum. The Contemporary Café has been in operation
for many years; it’s open six days a week for lunch, coffee and dessert.

Currently the property is classified as RESIDENTIAL however the land classification should be changed to COMMERCIAL upon
consideration of the parcel’s actual as well as highest and best use. Taxes paid on the non-exempt portion of the property should be at the
commercial rate.

Under the Revised Ordinances, the Contemporary Museum Honolulu had an obligation to report this status change to its exempt property
within 30 days and pay the appropriate property taxes for the commercial use.

4. Mission Houses Museum Cafe and Tea Parlor TMK 210320020000

The Mission Houses Museum receives a full exemption from property tax as a nonprofit. However a portion of this tax-exempt property,
valued at $8,129,700 is being used for a commercial restaurant.

The Mission Houses Museum Café and Tea Parlor is a full-service restaurant located at the Mission Houses Museum. The Café and Tea
Parlor has been in operation for a number of years; it’s open five days a week for breakfast and lunch, and on Saturdays for afternoon
tea. The Café and Tea Parlor “may also be booked for private functions.”

Under the Revised Ordinances, the Mission Houses Museum had an obligation to report this status change to its exempt property within
30 days and pay the appropriate property taxes for the commercial use.

5. Champs Bistro at Leeward YMCA TMK

The Leeward YMCA receives a full exemption from property tax as a nonprofit. However a portion of this tax-exempt property, valued
at $3,374,200, is being used for a commercial restaurant.

Champs Bistro is a takeout café located at the Leeward YMCA. The March 16th Honolulu Star-Advertiser featured a restaurant review
of this establishment. It appears that Champs Bistro has been operating at this location since June 2010.
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Under the Revised Ordinances, the Leeward YMCA had an obligation to report this status change to its exempt property within 30 days
and pay the appropriate property taxes for the commercial use. The YMCA should be well aware of these requirements as they pay
property taxes for the in-house restaurants at their Nuuanu, Manoa, and Atkinson locations.

All five of these complaints cited ROH Sec. 8-10.10 (above) and when appropriate:

Sec. 8-10.18 Lessees of exempt real property.

(a) When any real property which for any reason is exempt from taxation is leased to and used or occupied by a private person in
connection with any business conducted for profit, such use or occupancy shall be assessed and taxed in the same amount and to the same
extent as though the lessee were the owner of the property….

Sec. 8-10.1 Claims for certain exemptions.

(d) The owner of any property which has been allowed an exemption under Sections 8-10.4, 8-10.6 through 8-10.11 … has a duty to report
to the assessor within 30 days after such owner or property ceases to qualify for such an exemption for, among others, the following
reasons:

(2) A change in the facts previously reported has occurred concerning the occupation, use or renting of the premises, buildings or
other improvements thereon; or

(3) A change in status has occurred which affects the owner's exemption.

Sec. 8-7.1 Valuation--Considerations in fixing.

(c)(1) Land shall be classified, upon consideration of its highest and best use…

You will note that the Bishop Museum (TMK 160240010000) is not on this list of complaints; $450,300 of the $44-million COMMERCIAL
property is taxable. This year the Bishop Museum paid $5,583.72 in property taxes. The five organizations listed above paid $300 each in

minimum tax for their exempt properties.

In the 6 months since I filed these complaints I have found a number of other similar violations including the Salvation Army's Waioli Tea Room
and the Hare Krishna's $9.99 Lunch Buffet and Catering Company. I am awaiting a response from RPAD to my pending complaints before I file
additional ones. It is unfortunate that when this issue was brought up in the August 29th Commission meeting, RPAD did not mention the current
status of so many of Honolulu's most prominent tax-exempt properties.

Many of the aforementioned properties also have tax-exempt gift shops. RPAD Administrator Gary Kurokawa told the Commission that such
shops may be considered tax exempt despite the fact some are run by commercial contractors. The Hawaii State Dept of Taxation requires these
museum gift shops pay General Excise Tax (GET) on all items sold. It appears the RPAD has no clear methods of assessing the commercial use of
tax-exempt property.

In addition to the specific complaints above, I have come across the following questionable exemptions of real property:

* a 6-acre church property operating a cafe, bookstore, gym, and radio station

* for-profit cosmetic surgery services operating in non-profit hospitals and medical centers

* numerous “religious retreat” centers and camps renting out tax-exempt rooms and conference space to individuals and businesses

* claims that operating members-only gyms and renting rooms to college students and visitors at market price is an exempt activity

* tax-exempt churches that provide free religious services 1 day a week and paid parking and Japanese weddings the other 6 days

* religious bookstores listed as churches and receiving full property tax exemptions

* vacant buildings and land receiving charitable property tax exemptions

* six downtown high-rise condominium units exempted as church parsonages

* a Waikiki beach-front, members-only private club house and restaurant with a $10 million property exemption (exempt organization is a
501c4)

* a commercial office building with a $2.1 million exemption for a nonprofit whose exempt purpose is to lease business offices

CHARITABLE EXEMPTIONS ON THE MAINLAND

Honolulu isn't the only municipality dealing with real property tax issues. Earlier this year, a Wisconsin thinktank wrote a detailed report about
exemptions in their state titled Too Many Loopholes (download pdf).

New Orleans' property tax review commission released a report in February urging major changes in the system of routinely awarding property tax
exemptions to private schools and universities, churches, charities and other nonprofit organizations. (download report) The findings of their
report, issued by the Bureau of Government Research (BGR), are most relevant to issues being discussed by Honolulu's Commission:
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... a tax exemption is in reality a subsidy, and there should be an identifiable quid pro quo for
granting it. The framework for exemptions should be based on a clear articulation of the types of services or
benefits that the government considers worthy of its indirect financial support. These services could be
narrowly defined as services that the government would have to provide if the nonprofit community did not.
They could be more broadly defined to include services and amenities that the government considers
important to the quality of life in the community. In any case, exemptions should not be granted merely
on the basis of nonprofit status.

BGR is not implying that all nonprofit property should be added to the tax rolls. Rather, it is making the
point that these exemptions have a price tag, both for the other taxpayers and the City. Given the
significant cost, this area deserves careful scrutiny and dispassionate analysis of the costs and
benefits.

When we last researched the issue, all states had cemetery, religious, educational and charitable purpose
exemptions for nonprofits. This was not the case for some of the other exemptions – fraternal, trade
organizations, etc. The scope of the exemptions was in some cases very strictly defined, and in other cases
left wide open to interpretation. For example, the definition of religious purpose varies considerably. While
some states exempt property used for religious organizations for a range of diverse purposes, others define
religious purposes narrowly, limiting the exemption to property used for public worship. Operating definitions
of what’s charitable also vary widely.

In Milwaukee, lax regulation of property tax exemptions found church properties renting to businesses and some holding no services.
(read story1 and story2), prompting the City to ask residents for assistance in monitoring their system (read story3).

In Illinois, property tax exemptions for hospitals are being challenged because the medical institutions aren't providing enough charity care. State
Challenging Hospitals Tax Exemptions (New York Times, September 10, 2011)

In Boston and San Francisco, tax assessors have been sending property tax bills for long-vacant churches to the Roman Catholic Dioceses. In
Wisconsin, a county is reviewing the property tax exemption for a church-run luxury retirement home.

The City of Boston is assessing 'payments in lieu of taxes' or PILOT payments on its top 40 nonprofits with many organizations willing to pay their
fair share to ensure the well-being of the city (read article).

About 52% of Boston's land area is owned by tax-exempt organizations (including the state and federal governments). Although 117 municipalities
in 18 states have PILOT programs, Boston is the first to roll out a uniform system, aimed at taxing nonprofits with properties valued at $15 million
or more.

Below are Honolulu's TOP 41 largest exempt property owners (amounts are EXEMPT property values from 2010-2011):

ROMAN CATHOLIC CHURCH OF HAWAII $218,576,900
KAMEHAMEHA SCHOOLS/BISHOP ESTATE $190,497,700
KAISER FOUNDATION HEALTH PLAN $146,803,400
CHURCH OF JESUS CHRIST LATTER DAY SAINTS $125,405,300
KAHALA SENIOR LIVING COMMUNITY INC $117,482,900
IOLANI SCHOOL $115,878,400
QUEENS MEDICAL CENTER $107,587,300
THE SALVATION ARMY $76,560,200
ARCADIA RETIREMENT RES $70,047,200
HAWAII MEDICAL SERVICE ASSN $65,496,900
CENTRAL UNION CHURCH $56,270,100
EPISCOPAL CHURCH IN HAWAII $48,511,200
SHRINERS HOSPITAL $48,099,000
BISHOP MUSEUM $47,260,300
HONPA HONGWANJI MISSION $44,959,100
KAPI'OLANI MEDICAL CENTER $44,252,800
STRAUB HOSPITALS $41,831,300
YOUNG MEN'S CHRISTIAN ASSN $41,768,900
HAWAII PACIFIC UNIVERSITY $34,971,900
REHAB HOSPITAL OF THE PACIFIC $33,946,200
ROMAN CATHOLIC CHURCH SCHOOLS $33,107,000
FIRST ASSEMBLY OF GOD $32,619,700
HAWAII BAPTIST ACADEMY $32,411,100
HAWAII SCHOOL FOR GIRLS $31,130,500
KUAKINI MEDICAL CENTER $30,918,500
BYU-HAWAII $30,095,900
GOODWILL INDUSTRIES $30,094,000
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HONOLULU ACADEMY OF ARTS $29,814,700
KAWAIAHAO CHURCH $29,185,800
HAWAII ASSN SEVENTH DAY ADVENTISTS $26,728,200
FATHERS OF SACRED HEARTS CHURCH $22,194,500
CASTLE MEDICAL CENTER $21,625,200
FATHERS OF SACRED HEARTS SCHOOL $20,902,400
SOKA GAKKAI INTL - USA $20,884,300
PALAMA SETTLEMENT $19,977,700
PUNAHOU SCHOOL $19,692,900
JAIMS $18,318,900
SACRED HEARTS ACADEMY $17,601,500
KAHI MOHALA $17,296,200
MAKIKI CHRISTIAN CHURCH $15,776,800
JODO MISSION OF HAWAII $15,298,000

TOP 41 TOTAL EXEMPT PROPERTY OWNERS: $2,191,880,800

The property tax for these exempt organizations would have been $7.5 million in 2010 (calculated at the lowest, residential rate).

NONPROFITS UNDER SEIGE

If nonprofits feel they are under attack from municipalities looking to maximize revenues, it's because they are victims of their own successes. The
national growth rate for nonprofits exceeded 60% in the decade from 1999 to 2009. Honolulu has also been part of the trend, as evidenced by the
attached spreadsheet comparing property tax exemptions in 1995 with the 2010 numbers.

HOMEOWNERS EXEMPTION

The Homeowner exemption, over $14 billion in 2011-2012, is by far the single largest category of property tax exemptions. And like most
exemptions, there is little or no oversight or enforcement by RPAD. Currently, there is no system in place to ensure that Honolulu is, in fact, the
principal residence of the recipients of homeowner exemptions.

According to a September 2010 New York Times article: “Typically, cheaters assert that a home is their primary residence when in fact they live
elsewhere much of the time.” Municipalities on the mainland have been cracking down on undeserving recipients of the tax break and recovering
significant funds. “Hallandale Beach, Fla., which two months ago began an intensive effort to stop fraudulent claims, … has returned $85 million
of taxable property to tax rolls and collected $1.2 million in back taxes.”

“LexisNexis, the information services company, began offering the so-called Homestead Exemption Fraud Detection Solution, which allows tax
officials to cross-reference homestead registrations with multiple public records databases to find inconsistencies like, for example, a driver’s
license or voting record in another state that might indicate someone really lives somewhere else,“ according to the article.

Honolulu is such a popular destination for second homes with people from the mainland and neighbor islands. RPAD should definitely consider
utilizing such a service to eliminate fraud in the homeowner exemption category.

In Baltimore, city officials are cracking down on vacant properties receiving the homeowners exemption (see article). A county in Florida has
found 871 dead people getting an owner-occupant tax break (see article).

CREDIT UNIONS

Credit unions are not-for-profit 501(c)(4) organizations. In 1988, the Honolulu City Council voted to exempt credit unions from property taxes.
(ROH 8-10.24)

On Oahu, there are currently 67 exempt credit unions assessed at a total value of $234 million, according to the 2010-2011 property tax data. These
67 credit unions paid a combined total of only $20,100 in property tax this year.

The City could collect $2.9 million in annual real property tax on credit unions if the Council were to repeal the exemption for the upcoming fiscal
year (based on the 2010-2011 assessments and tax rates).

Most of these credit unions would barely feel a pinch. According to a recent Honolulu Star-Advertiser article, HawaiiUSA, the largest credit union
in the islands, has $1.2 billion in assets, with HFSCU, not far behind with $1.19 billion in assets. Surely these well-funded, members-only
institutions can afford to pay their fair share to support City services.

ISSUES RAISED AT THE AUGUST 29TH MEETING

Minimum Real Property Tax

Properties that are totally exempt from the real property tax, (e.g., hospitals, schools, nonprofits, churches, historic homes, etc) pay a minimum
annual tax regardless of property value. The minimum real property tax for 2010-2011 is $300. Earlier this year, the City Council voted to raise the
minimum to $400 for the next fiscal year.

In November, the Honolulu Star-Advertiser printed an article, One Tax Fits All, highlighting the inequity of charging cash-strapped nonprofits the
same property tax as Kamehamemeha Schools, which paid only $300 this year for its 425-acre campus valued at $157 million.
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According to the Dept of Budget & Fiscal Services, there were 13,021 parcels paying the minimum property tax in 2010-2011. Of those, 5,750
parcels were totally exempt. The remainder were parcels that would have paid less than $300 annual property tax due to their low value.

For 17 years prior to 2010, the minimum real property tax was only $100. From 1993 to 2010, owners of exempt property paid only $100 per year.
Before that the rate was $25 per year and in 1978, when the real property tax administration was turned over to the City, the minimum real property
tax was just $7 per year. FYI, currently the minimum tax on Maui and the Big Island is $100 and on Kauai it is only $25. However the neighbor
islands have considerably fewer exempt properties than Oahu.

Even at the new, increased rate $400 per year, the minimum real property tax does not cover the cost of the free garbage pickup provided to many
exempt properties. Nor does the minimum begin to cover the City's costs for public works, public safety and emergency services.

In April the City Council voted on a number of bills addressing the inequity of the minimum real property tax. Recognizing that one size doesn't fit
all, Bill 26 proposed a two-tier system for property used for charitable purposes. Bill 27 offered a more progressive approach, exempting property
only up to a certain value. The Budget Director testified that implementation of either measure would require additional time for RPAD to update
valuations since exempt property is not valued annually. Both bills were set aside to await the recommendations of the Commission.

Background on Historic Homes & Reclassified Property Owners

In the August 29th meeting, members of the Commission brought up the issue of the Historic Homes exemption. Historic Homes received much
media attention because the exemption was emblematic of the many problems the Commission is addressing, in part equity, enforcement, and
public purpose. It was found that the City was making no attempt to enforce the rules for historic homes; 117 of the 250 were found not to be in
compliance with the most basic requirements of reasonable visual access and historic plaques. Honolulu residents and many City Council members
were outraged to learn that some of the homes receiving the tax break were inaccessible to the public, n disrepair, owned by mainland investors and
foreign corporations, used for commercial activity and vacation rentals, and owned by wealthy and prominent individuals who could well afford
the upkeep of their muliti-million-dollar estates.

This was in stark contrast to the other prominent real property tax issue, the “gap group” of homeowners who had their residential property
reclassified to commercial or industrial in 2010. These modest properties saw a four-fold increase in their property tax and were given no warning
or recourse until the City Council passed tax relief measures to rectify the problem.

At the March 2nd Budget meeting, affected homeowner Evelyn Cullen testified on the issue:“My parents, they live in a shack in Kalihi and can
you imagine paying almost $20,000 for property taxes and at that time acting-mayor Caldwell was paying just $300 living in this beautiful
mansion. Do you know how that made me feel?”

See the following Honolulu Star-Advertiser articles for more information:

Tax Jump Alarms Kalihi Residents
(August 2010)

Owners of Housing Labeled Commercial Get One More Chance
(March 2011)

117 Historic Homes Do Not Abide By Rules
(April 2011)

Property Tax Rules Burden the Poor
(September 2010)

Hidden Homes Get Big Tax Breaks

(September 2010)

Some Historic Homes in Disrepair
(October 2010)

Obama Party Stays in Home Taxed at $300
(December 2010)

I hope this information is helpful. Please contact me if I can provide additional data or clarification. All the best,

Sincerely,

Holly J. Huber

1519 Nuuanu Ave #154 * Honolulu HI 96817
phone: 808-554-7692 * email: hollyjhuber@gmail.com
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2010 HONOLULU C&C MAUI COUNTY

Type of Exemption Number Amount Number Amount

Federal Government 393 5,825,568 80 45,109

State Government 3,263 11,501,204 1,259 2,117,030

County Government 2,117 4,953,865 482 456,137

Government Leases- Total 0 0 88 84,216

Government Leases - Portion 0 0 51 20,170

Hawaiian Homes Commission 845 504,607 296 17,544

Hawn Homes Land - Basic 0 0 466 66,888

Hawn Homes Land - Multiple 0 0 133 18,578

Hawn Homes Land - Total Land 2,884 1,343,615 355 48

Hawn Homes Land - Vacant Land 0 0 153 22

Hawaiian Homes - 7 Year 364 189,869 325 60,276

Homes - Fee - (Basic) 79,594 6,371,441 19,238 5,434,282

Homes - Fee - (Multiple) 55,990 6,724,966 6,170 1,740,900

Homes - Leasehold - (Basic) 2,520 201,245 247 62,859

Homes - Leasehold - (Multiple) 2,381 283,333 598 169,448

In Lieu of Home Ex - Fee 1,851 309,869 0 0

In Lieu of Home Ex - Lease 66 11,199 0 0

Additional Home Exemption 0 0 0 0

Additional Income Exemption 0 0 0 0

Blind 309 7,666 28 684

Deaf 105 2,594 9 114

Leprosy 3 75 1 0

Totally Disabled 2,993 74,662 452 9,409

Totally Disabled Veterans 908 496,180 202 104,543

Cemeteries 43 40,383 7 1,129

Charitable Organizations 847 1,666,051 236 292,906

Childcare 0 0 26 1,300

Non-Profit Child Care Center 1 337 0 0

For-Profit Child Care Center 4 6,175 0 0

Churches 849 1,739,045 225 325,345

Civil - Condemnation 26 31,748 0 0

Combat Zone 0 0 0 0

Credit Unions 67 234,280 12 13,557

Crop Shelters 24 2,968 0 0

Enterprize Zone 0 0 0 0

Foreign Consulates 29 39,827 0 0

Forest Reserve 0 0 4 77

Historic Residential Properties 240 262,529 7 11,166

Historic Commercial Properties 5 25,627 0 0

Kuleana 31 22,095 7 1,230

Hospitals 71 639,656 11 44,670

Landscaping, Open-Space 16 30,551 1 10

Low-Moderate Income Housing 262 1,595,228 44 172,056

New Construction 24 71,548 0 0

Public Utilities 488 796,387 76 93,440

Roadways and Waterways 3,041 13,055 1,522 4,680

Safe Room 0 0 0 0

Schools 117 703,548 10 81,337

Setbacks 6 370 0 0

Slaughterhouse 1 2,900 0 0

Taro 0 0 59 188

Tree Farm 0 0 0 0

Miscellaneous 5 5,922 4 398

Military (Deployed) 0 0 5 2,506

TOTAL 162,783 46,732,188 32,889 11,454,252

calculated TOTAL 162,783 46,732,188 32,889 11,454,252



1995 HONOLULU C&C MAUI COUNTY

Type of Exemption Number Amount Number Amount

Federal Government 279 4,504,973 52 17,242

State Government 2,582 9,500,493 1,341 655,558

County Government 1,834 3,920,534 362 203,838

Government Leases - Portion 190 278,415 43 9,510

Hawaiian Homes Commission 394 102,259 237 27,004

Hawn Homes Land - Basic 0 0 289 23,759

Hawn Homes Land - Multiple 0 0 98 10,277

Hawn Homes Land - Total land 1,993 429,735 87 4,919

Hawn Homes Land - Vacant Land 0 0 137 608

Hawaiian Homes - 7 Year 136 31,005 35 7,535

Homes - Fee - (Basic) 57,811 2,311,954 11,179 445,786

Homes - Fee - (Multiple) 57,406 5,797,058 6,063 543,134

Homes - Leasehold - (Basic) 7,198 287,870 372 14,870

Homes - Leasehold - (Multiple) 5,081 503,377 346 32,514

Additional Home Exemption 0 0 0 0

Blind 329 8,134 36 816

Deaf 91 2,270 14 324

Leprosy 3 75 3 50

Totally Disabled 3,314 82,041 438 10,402

Totally Disabled Veterans 338 110,634 32 7,324

Cemeteries 48 34,067 3 47

Charitable Organizations 490 755,469 130 75,400

Churches 799 1,127,971 218 125,484

Civil - Condemnation 70 124,048 0 0

Credit Unions 35 50,382 8 4,881

Crop Shelters 44 2,864 0 0

Foreign Consulates 9 22,899 0 0

Forest Reserve 0 0 4 67

Historic Residential Properties 47 37,728 3 582

Hospitals 66 462,933 10 28,999

Landscaping, Open-Space 16 20,497 1 10

Low-Moderate Income Housing 1,063 811,686 4 14,937

Public Utilities 496 707,888 71 52,908

Roadways and Waterways 2,945 3,893 921 553

Schools 98 722,247 6 14,342

Setbacks 5 1,435 0 0

Slaughterhouse 1 807 0 0

Miscellaneous 18 10,964 8 1,654

TOTAL 145,229 32,768,605 22,551 2,335,334

calculated TOTAL 145,229 32,768,605 22,551 2,335,334



2010

Type of Exemption

Federal Government

State Government

County Government

Government Leases- Total

Government Leases - Portion

Hawaiian Homes Commission

Hawn Homes Land - Basic

Hawn Homes Land - Multiple

Hawn Homes Land - Total Land

Hawn Homes Land - Vacant Land

Hawaiian Homes - 7 Year

Homes - Fee - (Basic)

Homes - Fee - (Multiple)

Homes - Leasehold - (Basic)

Homes - Leasehold - (Multiple)

In Lieu of Home Ex - Fee

In Lieu of Home Ex - Lease

Additional Home Exemption

Additional Income Exemption

Blind

Deaf

Leprosy

Totally Disabled

Totally Disabled Veterans

Cemeteries

Charitable Organizations

Childcare

Non-Profit Child Care Center

For-Profit Child Care Center

Churches

Civil - Condemnation

Combat Zone

Credit Unions

Crop Shelters

Enterprize Zone

Foreign Consulates

Forest Reserve

Historic Residential Properties

Historic Commercial Properties

Kuleana

Hospitals

Landscaping, Open-Space

Low-Moderate Income Housing

New Construction

Public Utilities

Roadways and Waterways

Safe Room

Schools

Setbacks

Slaughterhouse

Taro

Tree Farm

Miscellaneous

Military (Deployed)

TOTAL

calculated TOTAL

HAWAII COUNTY KAUAI COUNTY

Number Amount Number Amount

99 170,641 38 50,581

2,553 1,633,283 1,178 920,077

788 247,018 334 278,325

78 37,609 17 11,540

46 26,039 13 7,109

658 224,603 354 160,585

625 102,320 0 0

406 76,727 0 0

771 81,025 355 129,329

0 0 0 0

111 26,226 41 11,300

19,400 1,652,184 7,938 475,032

82 5,794 4,293 486,440

18,399 2,317,126 33 2,988

174 19,981 164 19,293

0 0 0 0

0 0 0 0

0 0 1,480 80,961

0 0 0 0

101 2,861 11 529

55 1,602 3 150

1 35 1 50

3,023 86,605 377 18,796

390 107,857 87 40,135

45 4,457 13 8,528

312 189,220 134 147,638

0 0 0 0

0 0 0 0

0 0 0 0

289 168,017 145 123,186

0 0 0 0

0 0 2 809

19 29,663 11 10,386

0 0 9 275

3 1,901 0 0

1 23 0 0

1 370 1 1,157

18 11,767 8 29,164

0 0 0 0

16 4,447 13 6,885

2 14,718 4 14,242

28 4,072 0 0

32 44,321 17 59,678

0 0 0 0

169 599,394 56 211,496

1,847 5,400 411 19,285

0 0 36 1,440

58 78,778 3 21,837

0 0 0 0

0 0 0 0

0 0 0 0

0 0 14 9,499

5 2,062 4 1,465

0 0 0 0

50,605 7,978,146 17,598 3,360,187

50,605 7,978,146 17,598 3,360,190



1995

Type of Exemption

Federal Government

State Government

County Government

Government Leases - Portion

Hawaiian Homes Commission

Hawn Homes Land - Basic

Hawn Homes Land - Multiple

Hawn Homes Land - Total land

Hawn Homes Land - Vacant Land

Hawaiian Homes - 7 Year

Homes - Fee - (Basic)

Homes - Fee - (Multiple)

Homes - Leasehold - (Basic)

Homes - Leasehold - (Multiple)

Additional Home Exemption

Blind

Deaf

Leprosy

Totally Disabled

Totally Disabled Veterans

Cemeteries

Charitable Organizations

Churches

Civil - Condemnation

Credit Unions

Crop Shelters

Foreign Consulates

Forest Reserve

Historic Residential Properties

Hospitals

Landscaping, Open-Space

Low-Moderate Income Housing

Public Utilities

Roadways and Waterways

Schools

Setbacks

Slaughterhouse

Miscellaneous

TOTAL

calculated TOTAL

HAWAII COUNTY KAUAI COUNTY

Number Amount Number Amount

88 88,934 39 19,150

2,338 970,030 1,046 471,872

657 169,417 300 92,655

46 10,254 17 2,669

354 60,464 249 39,049

342 33,723 0 0

187 21,590 0 0

327 17,518 0 0

0 0 0 0

74 8,731 3 416

14,790 585,389 5,679 226,805

10,341 847,942 3,684 334,480

371 14,392 172 6,880

281 22,198 216 19,873

0 0 1,531 57,780

71 2,209 20 929

33 1,172 3 150

4 108 1 50

1,655 54,105 350 14,778

86 10,014 23 4,126

50 3,254 9 2,651

159 71,837 67 56,372

282 77,757 132 44,092

0 0 0 0

5 5,656 10 4,640

0 0 10 341

1 23 0 0

2 4 1 4,048

9 5,635 8 9,588

1 1,297 4 11,644

36 6,702 0 0

27 35,120 6 8,422

161 41,943 66 13,501

1,347 285 455 11,637

39 42,658 2 732

1 16 0 0

0 0 0 0

15 2,235 4 501

34,180 3,212,612 14,107 1,459,831

34,180 3,212,612 14,107 1,459,831



2010

Type of Exemption

Federal Government

State Government

County Government

Government Leases- Total

Government Leases - Portion

Hawaiian Homes Commission

Hawn Homes Land - Basic

Hawn Homes Land - Multiple

Hawn Homes Land - Total Land

Hawn Homes Land - Vacant Land

Hawaiian Homes - 7 Year

Homes - Fee - (Basic)

Homes - Fee - (Multiple)

Homes - Leasehold - (Basic)

Homes - Leasehold - (Multiple)

In Lieu of Home Ex - Fee

In Lieu of Home Ex - Lease

Additional Home Exemption

Additional Income Exemption

Blind

Deaf

Leprosy

Totally Disabled

Totally Disabled Veterans

Cemeteries

Charitable Organizations

Childcare

Non-Profit Child Care Center

For-Profit Child Care Center

Churches

Civil - Condemnation

Combat Zone

Credit Unions

Crop Shelters

Enterprize Zone

Foreign Consulates

Forest Reserve

Historic Residential Properties

Historic Commercial Properties

Kuleana

Hospitals

Landscaping, Open-Space

Low-Moderate Income Housing

New Construction

Public Utilities

Roadways and Waterways

Safe Room

Schools

Setbacks

Slaughterhouse

Taro

Tree Farm

Miscellaneous

Military (Deployed)

TOTAL

calculated TOTAL

STATEWIDE

Number Amount

610 6,091,899

8,253 16,171,594

3,721 5,935,345

183 133,365

110 53,318

2,153 907,339

1,091 169,208

539 95,305

4,365 1,554,017

153 22

841 287,671

126,170 13,932,939

66,535 8,958,100

21,199 2,584,218

3,317 492,055

1,851 309,869

66 11,199

1,480 80,961

0 0

449 11,740

172 4,460

6 160

6,845 189,472

1,587 748,715

108 54,497

1,529 2,295,815

26 1,300

1 337

4 6,175

1,508 2,355,593

26 31,748

2 809

109 287,886

33 3,243

3 1,901

30 39,850

6 1,604

273 314,626

5 25,627

67 34,657

88 713,286

45 34,633

355 1,871,283

24 71,548

789 1,700,717

6,821 42,420

36 1,440

188 885,500

6 370

1 2,900

59 188

14 9,499

18 9,847

5 2,506

263,875 69,524,773

263,875 69,524,776



1995

Type of Exemption

Federal Government

State Government

County Government

Government Leases - Portion

Hawaiian Homes Commission

Hawn Homes Land - Basic

Hawn Homes Land - Multiple

Hawn Homes Land - Total land

Hawn Homes Land - Vacant Land

Hawaiian Homes - 7 Year

Homes - Fee - (Basic)

Homes - Fee - (Multiple)

Homes - Leasehold - (Basic)

Homes - Leasehold - (Multiple)

Additional Home Exemption

Blind

Deaf

Leprosy

Totally Disabled

Totally Disabled Veterans

Cemeteries

Charitable Organizations

Churches

Civil - Condemnation

Credit Unions

Crop Shelters

Foreign Consulates

Forest Reserve

Historic Residential Properties

Hospitals

Landscaping, Open-Space

Low-Moderate Income Housing

Public Utilities

Roadways and Waterways

Schools

Setbacks

Slaughterhouse

Miscellaneous

TOTAL

calculated TOTAL

STATEWIDE

Number Amount

458 4,630,299

7,307 11,597,953

3,153 4,386,444

296 300,848

1,234 228,776

631 57,482

285 31,867

2,407 452,172

137 608

248 47,687

89,459 3,569,934

77,494 7,522,614

8,113 324,012

5,924 577,962

1,531 57,780

456 12,088

141 3,916

11 283

5,757 161,326

479 132,098

110 40,019

846 959,078

1,431 1,375,304

70 124,048

58 65,559

54 3,205

10 22,922

7 4,119

67 53,533

81 504,873

53 27,209

1,100 870,165

794 816,240

5,668 16,368

145 779,979

6 1,451

1 807

45 15,354

216,067

216,067 39,776,382



From: Holly J Huber [hollyjhuber@gmail.com]

Sent: Monday, September 26, 2011 11:13 PM

To: CCLBC

Subject: Public Testimony: 9/26/2011 Agenda of Real Property Tax Advisory Commission

Page 1 of 6

FOR MEMBERS OF THE REAL PROPERTY TAX ADVISORY COMMISSION
public testimony on 2 agenda items for the meeting on Monday, September 26, 2011
Public Testimony from Holly Huber

MISSION OF THE REAL PROPERTY TAX ADVISORY COMMISSION

In 1960, the Hawaii State House of Representatives commissioned a report, Real Property Tax Exemption in
Hawaii, to determine “whether or not the present legal provisions and administrative practices relating to the
exemption of real property from real property taxation are consistent and fair, and, as far as may be judged, in the
public's interest.”

In 1961, UH Professor of Urban Studies Tom Dinell, gave the state legislators a 29-page report.This 50-year-old
document is surprisingly relevant to the Real Property Tax Advisory Commission; below are some excerpts [emphasis
mine]. A copy of Dinell’s report is on file at the main branch of the Hawaii State Library (H 336.22 DI).

PREFACE (p. i)

“Frequently the 'saving' in governmental expenditures exceeds the amount of the tax exemption, but the saving
may occur at the state level while the county suffers the loss of tax revenue. In other instances the tax exemption
results in a saving to a property owner or user who does not provide a governmental-type service, and thus the
real property tax base is reduced without any specifically identifiable compensating reduction in the necessity
for governmental expenditures. The effect of an exemption also may be to raise the property tax rate for all who
are not exempted, given a fixed or increasing total property tax levy.”

“Exempting a taxpayer from the property tax has the same effect as appropriating public funds for his
use. Subsidizing private activities which promote public good is a perfectly reasonable function of
government; but it is important in pursuing this course of action to make sure that the treatment of
various groups of taxpayers is consistent, fair, and in the public's interest.”

The Development of Property Tax Exemptions in Hawaii (p. 1-2)

[A 1884 statutory provision of the Hawaiian Kingdom exempted] “Real property belonging to the King or
Queen, to the Government, to the Board of Education for the use of schools, to incorporated or private schools,
to the Queen's Hospital, to religious societies for church sites and burying grounds, such church sites and
burying grounds not to exceed five acres in extent, shall be exempted from taxation ...”
“In fact in some respects the exemption policy of the Kingdom was more liberal than the one followed
today. Schools were exempt whether they were profit-making institutions or not, and all taxpayers, not just
homeowners, were entitled to a basic tax exemption.”
Basic institutional exemptions for hospitals, schools, and religious societies were added. “By 1945 there
were almost 60 individual exemptions [by name].” General exemptions for cemeteries, care homes, and veteran
organizations were added by 1949.

Recent Executive Vetoes of the Legislative Proposals to Extend Exemptions (p. 4)

In 1959 & 1960, Governor Quinn vetoed a number of bills granting property tax exemptions to
specific organizations because the bills were unfair to similar organizations that owned property but were not
specifically exempted. The Governor advocated exemptions through a uniform policy based on classification of
organization such as all nonprofits, stating, “which in their operation relieve the state of some part of the burden



of performing its public functions. Such exemptions are usually limited to religious, educational, charitable, and
scientific institutions.”

The Fiscal Impact of Real Property Tax Exemptions (p. 5-7)

“The department of taxation's annual tabulation of real property tax valuations and tax rates ... showed that of
the total 1960 assessed value of $3.2 billion, $1.3 billion or 41% was listed as exempt. These data, however,
should be accepted and used cautiously. While state law requires that the value of non-taxable real property
shall be determined and assessed, for informative and statistical purposes, in the same manner as taxable
property, it would be unrealistic to think that as much attention has been devoted to assessing exempt
property as taxable property.”

According to a table on page 6, in 1960 only $112,820,417 or 3.55% of total assessed land were for “all
others” exempt property - this broad category included goernment land not yet transferred, homes of the
disabled, forest lands and all exempt institutions (schools, churches, hospitals, etc).

“[L]ittle is known about how much money is saved because some of the exempt institutions
perform governmental functions or whether any of these institutions would cease to function if the exemption
were removed. When it comes to estimating the financial impact of most of the real property tax exemptions,
one needs to be cautious of most estimates.”

EXISTING PROPERTY TAX EXEMPTIONS
Exemption of Institutional Property (p. 8–11)

"Institutional property in Hawaii, in general, is exempt from property taxation if the use of the property: (1)
results in an appreciable amount of social benefit to the public or some reasonably large portion thereof; (2) does
not contemplate nor result in private gain or profit; and (3) is not primarily for the immediate benefit of a
restricted or limited membership. The primary reasons put forth in justification of granting tax exemptions to
such institutions are that they promote and encourage desirable activities such as religious activities or youth
programs and/or that the jobs performed by the institutions would have to be performed and paid for by the
government if private institutions such as homes for the indigent aged and schools did not exist. It is
also maintained that these institutions frequently grace the communities in which they are situated (e.g., art
museums), furnish emotional satisfaction (e.g., cemeteries), and provide some economic advantage in attracting
business (e.g., cultural museums). The granting of an exemption to an institution does not depend on ownership
of the land but rather on the purpose of the organization, the use of the land, and the financing arrangements. It
should be noted, however, that leased property used for one of the tax exempt purposes is not exempt from
taxation unless the term of the lease is for one year or more and the document is recorded.”

Recreational exemptions, including Moanalua Gardens & Golf Course, “may be justified on the basis that
if these recreational opportunities were not being provided to the public by non-profit organizations, then the
government itself would have to furnish such activities and facilities.”

THE ADMINISTRATION OF EXEMPTIONS
Administrative Problems (p. 20)

Unqualified institutions have been granted exemptions and no policy exists to determine borderline
situations.

CONSIDERATION OF SUGGESTED CHANGES IN EXEMPTION LAW AND ADMINISTRATION (p. 23)

“New exemptions should be granted with great care if only for the reason that once granted, an exemption
is seldom retracted.”

Exemption of Institutional Property (p. 24-26)

“Consideration should also be given to repealing or modifying the blanket exemptions granted to St. Louis
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College and Punahou School which exempt all of their lands located in designated areas regardless of whether
the land is used or not -- a privilege not granted to other educational and cultural institutions.”

“Care must be taken, however to make sure that exempted recreational facilities are truly open to the public on a
basis similar to that used in public recreational facilities.”

Administration of Exemptions (p. 29)

“[C]onsideration should be given to repealing the provision of the law requiring that exempt property be
assessed at its full value. The existing valuations, as noted earlier, are just accurate enough to be
misleading and not accurate enough to be useful.”

I disagree with Dinell’s suggestion to repeal the law requiring annual assessments of exempt property; a law that is
now included in the Revised Ordinances of Honolulu. I believe that exempt property should be assessed annually at its
full value, especially now that automated systems make such a requirement less onerous than it was 50 years ago.
Unfortunately, Dinell’s observation regarding misleading assessment of exempt property is still applicable.

RPAD assessments and exemptions are riddled with errors and omissions; much of the exempt property is grossly
under-valued or has a fixed value. For example (note values include land and building):

1) The headquarters of the Roman Catholic Church in Hawaii has been assessed and exempted at the exact same
value for five consecutive years—twice. The 8-story building on Fort Street Mall was valued at $4,067,700 from
2007 to 2011. This is a considerable improvement over the gross undervaluation of $2,406,900 for the same land
and building from 2001 to 2005.

2) College Hill, the home for University of Hawaii presidents, is valued and exempted at only $341,700 for the
2.6-acre Manoa property. Recent renovations to the historic house cost over $372,000.

3) The 11-acre campus of St. Francis School in Manoa is currently exempted and assessed at only $1.6 million.

4) A 1-acre Kailua beachfront estate, 5-bedroom and 5-bath, rented to the Obama entourage annually for $2,500
to $3,500 per night, is currently valued at $6.5 million and exempted as a historic home. The property was
purchased for $9 million in 2007 and when the historic home exemption was granted in 2010, the assessed value
dropped to $7.4 million and plummeted again this year whereas neighboring beachfront properties have not
experienced such rapid declines.

5) Mid-Pacific Institute's campus consists of two adjacent Manoa properties, both exempt; a 11.4-acre parcel
valued at just over $1 million and a 22.7-acre parcel assessed at $5.8 million.

6) A 21-acre property at 6301 Pali Highway, St. Stephen's Diocesan Center, is valued and exempted at only $1.9
million. The parcel includes the former mansion of Harold K.L. Castle, which is now occupied by the Bishop of
the Roman Catholic Church in Hawaii.

7) Over 50 exempt properties are valued at only $100! One parcel owned by a nonprofit is 3.5 acres in size and
yet only worth $100 according to the 2010 and 2011 certified assessments.

CRITERIA FOR GOOD TAX POLICY & ADMINISTRATION

Equal and uniform taxation is a great place to start in formulating a good tax policy. However any tax policy is only as
good as its administration and implementation.

The reason the historic homes tax exemption became such a hot-button issue, was not because the 1984 ordinance
was bad policy. The people of Honolulu were outraged to find that it was never enforced, not even the simplest
requirements like reasonable visual access and displaying a plaque. This was in sharp contrast to the enforcement of
the ordinance requiring property assessments at “highest and best use” on homeowners who lived in commercial or
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industrial areas.

In the past years, I have personally undertaken a review of Honolulu’s Real Property Tax data. I am a database
programmer/analyst who became interested in property tax issues. Using data I purchased from the City, I have been
able to analyze a wide range of property records including those reclassified last year as commercial or industrial, and
exempt properties. As a public advocate, I have provided expert testimony to the City Council on these issues.

My careful analysis raises serious concerns regarding the integrity of the City’s Real Property Tax data. There are
many inaccuracies in the data that preclude the Real Property Assessment Division from implementing a uniform and
equitable system for valuation.

Real property taxes are the primary source of revenue for the City and County of Honolulu’s general fund.
Unfortunately, the current system of real property tax assessment is riddled with errors and inequities;
a comprehensive overhaul is needed. For the past year, I have recommended a parcel-by-parcel review of all real
property in the City and County of Honolulu. This complete property review is long-overdue and well worth the costs
that such a large project will incur. Currently the property tax data has:

• missing parcels – some land is not being assessed or taxed;

• missing tax assessments – some property is listed with no value or tax bills;

• grossly undervalued land – some land is assessed at $100;

• missing building valuations – some property with structures but no building assessments;

• improperly classified parcels;

• incomplete property addresses (6,272 properties missing either street number or street name or both, some
with homeowners exemptions);

• incorrectly calculated exemption amounts; and

• incorrect or unwarranted exemptions – such as vacant land exempt as church or nonprofit.

RPAD’s stated mission is to ensure “real property assessment values are fair and equitable, based on market
value and in accordance to applicable standards and laws.” Inaccuracies in real property tax data can have a
significant diminishing effect on tax revenues generated for the City as well as a negative impact on
taxpayers’ confidence in the fairness and equity of the system.

Starting in January, I submitted to the City the following complaints, summarized below (complete, detailed
complaints available on request):

1. Unwarranted OPEN SPACE Exemption at 26 N Kukui St (01/24/2011)
property receives a $1.49 million exemption for landscaping/open space but appears to be only a mortuary and parking
lot
RPAD: NO RESPONSE

2. Unwarranted NONPROFIT & OPEN SPACE Exemptions at 320 Ward Ave (01/24/2011)
property receives a $1.6 million exemption for landscaping/open space that appears to be a parking lot; property
receives a $.5 million exemption for space vacated by a nonprofit
RPAD: NO RESPONSE

3. Unwarranted NONPROFIT & OPEN SPACE Exemptions at 826 Kaheka St (01/24/2011)
property receives a $69,624 exemption for landscaping/open space that does not appear to exist; property receives a
$2 million exemption for a nonprofit whose stated purpose, to lease business offices, is not charitable and has no IRS
tax-exempt status

Page 4 of 6



RPAD: NO RESPONSE

4. Building Not Valued & Incorrect CHURCH Exemption at 1331 Nehoa St (01/24/2011)
no property tax valuation for building that has been on property for years; improper exemption for Catholic Charities
which is a nonprofit and not a church
RPAD: NO RESPONSE

5. Unwarranted OPEN SPACE Exemption at 94-149 Farrington Hwy (01/24/2011)
property receives a $80,500 exemption for landscaping/open space but appears to be only a car dealership and auto lot
RPAD: NO RESPONSE

6. Excessive OPEN SPACE Exemption at 1100 Ward Ave (01/24/2011)
Straub property receives a $1.8 million exemption for landscaping/open space; exemption amount is excessive for such
a tiny park
RPAD: NO RESPONSE

7. Mislabeled Parcel on Kapiolani Blvd (01/24/2011)
property is listed with no address and various TMKs
RPAD: NO RESPONSE

8. Untaxed Property, No NONPROFIT Exemption, No Data for 1822 Keeaumoku (01/25/2011)
property has no tax bills for years, no exemption on file, was missing from 2010 assessment, current assessment omits
parcel address, owner and values
RPAD RESPONSE: this TMK ”contained a data entry error which designated it as a non-taxable parcel. As such,
neither an assessment notice nor a tax bill was mailed to the owners. We are reviewing our property records for this
parcel, as well as any exemption applications, and will issue proper amended assessment notices and tax bills.”
NOTE: RPAD online data has been updated to list property address and owner as well as tax bills dating back to 2005,
however assessed values and other parcel information are still omitted.

9. Property Valued at $100, Building Not Valued at 1100 Ala Napunani (01/28/2011)
property valued at $100 for over 10 years, building on property not valued
RPAD: NO RESPONSE

10. Property Valued at $100 at 1110 Ala Napunani (01/28/2011)
property valued at $100 for over 10 years
RPAD: NO RESPONSE

11. Property Valued at $100 on Manoa Road (01/31/2011)
property valued at $100 for over 10 years, no specific address
RPAD: NO RESPONSE

12. Land Classification, Value and NONPROFIT Exemption Errors at 250 Vineyard St (02/02/2011)
property has incorrect exemption, unwarranted exemption, incorrect land classifications, and incorrect value – various
problems from 2009, 2010 and 2011
RPAD: NO RESPONSE

13. Incorrect and Unwarranted CHURCH Exemption at 564 South St (02/03/2011)
property has incorrect exemption, should be for credit union and not church; $366,700 exemption is unwarranted since
the credit union closed and the commercial space is vacant
RPAD: NO RESPONSE

14. Incorrectly Valued and Untaxed Property at Kalaeloa (02/07/2011)
25-acre property, one of many in former Barbers Point Naval Air Station, undervalued and untaxed for two years
RPAD RESPONSE: the properties are designated as “untaxable” because they are government. RPAD is aware of the
status of this and 21 other Kalaeloa parcels “and have been working with the lessee and HCDA to obtain
accurate information so that they may be correctly assessed. There have been many challenges since the properties
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have been zoned F-1.” Once RPAD is able to “accurately value and classify the properties … we will issue amended
assessment notices and tax bills dating back to the commencement date of the lease.”
NOTE: RPAD gave no indication of how many more years this process will take or how much longer the City will
have to wait to receive tax revenue from these properties.

15. Suppressed Exemptions & Mailing Addresses in RPAD Data (02/14/2011)
The 2011 assessment data does not contain the exemption information and mailing addresses. This PUBLIC DATA
has also been removed from the RPAD website and public access room. In addition to speaking with RPAD, I filed a
formal complaint with the Hawaii Office of Information Practices (OIP).
RPAD RESPONSE: on February 15th, RPAD provided me with a revised copy of the 2011 assessment data that
included EXEMPTION information but not MAILING ADDRESSES. After an August ruling in my favor by the
Hawaii Office of Information Practices, RPAD was required to make MAILING ADDRESSES available to the public,
however they have declined to put such data on their website.

16. Incorrect NONPROFIT Exemption for 250 South Hotel Street (3/2011)
Downtown @ the HiSAM, a commercial restaurant, has been operating since 2007 in the tax-exempt property leased
by the state for the Hawaii State Art Museum. (see my 9/13 testimony for more info).
RPAD: NO RESPONSE

17. Incorrect NONPROFIT Exemption for Honolulu Academy of Arts (3/2011)
The Pavilion Cafe, a commercial restaurant, has been operating since 2001 in the tax-exempt property of the Honolulu
Academy of Arts. (see my 9/13 testimony for more info).
RPAD: NO RESPONSE

18. Incorrect NONPROFIT Exemption for Contemporary Museum (3/2011)
The Contemporary Cafe, a commercial restaurant, has been operating for many years in the tax-exempt property of the
Contemporary Museum. (see my 9/13 testimony for more info).
RPAD: NO RESPONSE

19. Incorrect NONPROFIT Exemption for Mission Houses Museum (3/2011)
The Mission Houses Café and Tea Parlor, a commercial restaurant, has been operating for many years in the tax-
exempt property of the Mission Houses Museum. (see my 9/13 testimony for more info).
RPAD: NO RESPONSE

20. Incorrect NONPROFIT Exemption for Leeward YMCA (3/2011)
Champs Bistro, a commercial restaurant, has been operating since June 2010 in the tax-exempt property of the
Leeward YMCA. (see my 9/13 testimony for more info).
RPAD: NO RESPONSE

In the six to eight months since I filed these complaints I have found a number of other similar violations. I
am awaiting a response from RPAD to my pending complaints before I file additional ones. RPAD claims to be
complaint-driven in its compliance efforts for exemptions. My experience proves otherwise.

The Real Property Tax Advisory Commission should consider if these problems are a result of bad tax policy or just
poor administration.

IN CONCLUSION

I hope this information is helpful. Please contact me if I can provide additional data or clarification. All the best,

Holly J. Huber
1519 Nuuanu Ave #154 * Honolulu HI 96817
phone: 808-554-7692 * email: hollyjhuber@gmail.com
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FOR MEMBERS OF THE REAL PROPERTY TAX ADVISORY COMMISSION
for the meeting on Monday, October 10, 2011
Public Testimony from Holly Huber

GOOD TAX POLICY

1) EQUITY

At the September 26th meeting, acting chairman Brewbaker was dismissive of the concept of equity in formulating
good tax policy. This may be permissible in the private sector but in government, fairness is a requirement. Both the
US and Hawaii State constitutions require "equal protection under the law." The Revised Ordinance governing the
valuation of property calls for "uniform and equalized assessments throughout the county." The resolution forming this
Commission compels standards such as "equity and efficiency" be applied to real property tax issues.

A tax policy that lacks equity will erode tax-payer confidence, which in turn, undermines compliance. Like most taxes,
property tax exemptions are reliant on self-reporting. If taxpayers believe the law to be unfair or unenforced,
compliance will decrease dramatically. Equity may seem altruistic, but it is an important consideration.

2) PUBLIC PURPOSE

In 1960, the Hawaii State House of Representatives commissioned a report, Real Property Tax Exemption in Hawaii, to determine “whether or not
the present legal provisions and administrative practices relating to the exemption of real property from real property taxation are consistent and
fair, and, as far as may be judged, in the public's interest.”

The Legislature went beyond considerations of equity to include the public interest because the Hawaii Constitution requires it: "No tax shall be
levied or appropriation of public money or property made, nor shall the public credit be used, directly or indirectly, except for a public purpose."

Public purpose may not seem to be a component of good tax policy but it is certainly applicable when discussing tax exemptions.

3) DATA

My previous testimony included numerous examples of undervalued exempt properties. However I forgot to include Punahou. You may be
surprised to learn that Punahou's 74 acres of land are valued at only $37,000. When you add in the buildings, you get a total value of $19.7 million.
That's considerably less than Kawaiahao Church's 7.2 acre property, which includes a large cemetery, valued at $24.8 million.

RPAD continues to use figures that are misleading, claiming that the City only forgoes $49 million in revenue from exempt property. This number
is a gross miscalculation because it is based on significant undervaluation of tax-exempt properties. You can't make good tax policy based on bad
data!

HISTORIC HOMES

It may be tempting to dismiss the Historic Homes exemption based on pure economics. The exemption is emblematic of the many problems the
Commission is addressing, in part equity, enforcement, and public purpose.

All the owners of historic homes pay the same property tax — $300 annually — regardless of assessed value. The most expensive historic home, a
Kailua beachfront estate valued at $6.5 million paid the same minimum tax as a modest Ewa Villages cottage valued at $268,600.

The 255 historic home owners pay the same tax as nonprofit organizations like the Next Step homeless shelter, the Hawaii Foodbank and the
Institute for Human Services. Is it fair to equate a private home with a public charity? Our current tax policy does.

The historic homes receiving the tax exemption are private property; most are never open to the public. Some owners live in these historic homes,
or rent them out, or use them for commercial activity.

Unlike other residential dedications, which have strict rules and penalties against commercial activity, the Historic Home exemption permits
owners of historic homes to operate businesses out of their tax-exempt properties. This double-standard is not equitable.



The owner is not required to live in the historic home to receive the tax exemption. There is no limit on the number of tax-exempt historic
properties someone can own.

By contrast, low-income families seeking tax relief are required to live in their home, complete a lengthy and complicated application,
provide “Federal Tax Return Transcripts” and certify that, “none of the titleholders owns any other real property anywhere.” To qualify for a low-
income credit, the combined total income of all titleholders may not exceed $50,000 annually.

There are no limits on the Historic Home tax exemption. Hawaii has the most generous program in the U.S. Other municipalities place limits on
the number of historic homes for which a property owner can receive the exemption; on the number of years the property can be tax-exempt; and
the aggregate amount of the tax benefit. Some of Honolulu's historic homes have been receiving the exemption since 1984.

The historic homes tax exemption was never intended to provide tax breaks to those who could afford to maintain their historic home. From 1984
to 2011, the Revised Ordinances of Honolulu Section 8-10-22 (c) read:

“The director may take into consideration whether the current level of taxation is a material factor which
threatens the continued existence of the historic property”

In a comprehensive review, I determined that the historic home property tax exemptions are mostly being used to subsidize lifestyles of the rich
and famous. Many wealthy and prominent individuals, as well as numerous non-Hawaii residents, real estate investors, vacation rentals, for-profit
businesses, and foreign corporations are receiving these generous tax breaks. Among the affluent receiving the historic home tax subsidies are:

 Kevin Comcowich (a Texas rancher and multi-millionaire),

 Holy-Eye LLC (a Taiwan-based real estate firm),

 former Acting Mayor Kirk W Caldwell and wife Donna A Tanoue,

 prominent attorneys Sherry Broder & Jon Van Dyke,

 the Twigg-Smith family trust,

 the Zadoc W Brown Estate,

 Samuel A & Mary M Cooke,

 Allan H Cadgene (a California real estate investor),

 Richard R Clifton (a federal judge on the US Court of Appeals for the Ninth Circuit),

 Adrian P and Don Ohlmeyer (a Beverly Hills television producer),

 Susan M & Richard K Mirikitani,

 the Morgan Family Partnership LP (owners of Kualoa Ranch),

and many more.

The State Historic Preservation Division grants the historic status but has no obligations to monitor the upkeep of the property. Every year, the
State adds more properties to the historic register and the City must foot the bill and monitor the tax exemption program. In 2011, RPAD added 15
more properties to the list of historic residential dedications. This is proving untenable. To delay the tipping point, the City recently excluded multi-
family dwellings. The Hawaii State Historic Preservation Division continues to place historic multi-family structures on the Hawaii Register
without prejudice. However the City refuses to grant property tax exemptions to these historic properties.

The City Council recently heard a number of bills to reform the Historic Home exemption. One consideration was to change the flat-rate, minimum
tax to a percentage while maintaining some requirements regarding maintenance, visual access, and signage. This would be the most equitable
solution and would mirror the current commercial historic requirements (see ROH 8-10.30) which provide an exemption based on 50% of the
value. To encourage residency, the commission could allow a homeowners exemption, if applicable, in addition to the 50% historic home
exemption.

This proposal to change the historic home exemption to 50% of the property tax rate meets all the criteria of good tax policy, especially equity and
efficiency.

NONPROFITS

The current ROH 8-10.10 governing exemption for charitable purpose was written prior to the IRS categorizations of 501(c) nonprofits. The
wording is so vague that even taxable nonprofits and private, members-only organizations are able to qualify for the property tax exemption.

Year Properties Total Exemption Average Value

1991 27 $21,072,000 $780,444

2001 92 $56,111,000 $609,902

2010 240 $262,529,000 $1,093,870
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The IRS has 28 different categories of 501(c) nonprofits, with varying degrees of tax exemption. Some qualify for tax-deductible charitable
contributions. The IRS recognizes that not all nonprofits are created equal; Honolulu's property tax exemption ordinance does not.

The Commission should review the definition of charitable purpose to mirror IRS categories and to exclude taxable nonprofits, those with only
taxable income and no exempt status from the IRS, yet are registered as nonprofits in the State of Hawaii.

For example, the Triangle Club of Hawaii receives a $2.1 million exemption on their 826 Kaheka commercial property valued at $5.2 million. The
organization is a Hawaii nonprofit corporation whose stated purpose is to lease business offices. However the IRS has verified that the Triangle
Club of Hawaii has no federal tax-exempt status. Nor would the leasing of commercial property qualify as a charitable purpose.

Contrast this with the Polynesian Cultural Center (PCC), a 501(c)(3) organization whose mission is to "operate a cultural center created to preserve
the arts, crafts and cultures of Polynesia. The Tax Appeal Court of the State of Hawaii denied the PCC’s claim for exemptions from real property
taxes in 1992 requiring taxes paid from 1986. The Court ruled unequivocally that the PCC “does not serve any charitable purpose” and is in fact
a “commercial enterprise, and business undertaking and an industry.”

These examples illustrate how Honolulu's property tax policy is administered inconsistently.

Currently there are many property tax exemptions that violate Hawaii's Constitution because the organizations receiving an exemption do not serve
a public purpose. The State of Hawaii Dept of Taxation has a rigorous process for determining exemptions from General Excise Tax, based on
facts and circumstances specific to each organization.

Denise Inouye, the Technical Section supervisor of the State Tax Dept, admitted that the IRS recognizes many 501(c)(3) nonprofits that do not
meet the State's more stringent requirements for GET exemption. She explained that retreat centers charging $2,000 per night for a room on the
beach were denied exemptions even though they claimed to be churches. Inouye also clarified that the YMCA was required to pay GET on their
membership fees because members were provided a service, namely access to fitness facilities. She said that a number of nonprofits conduct
activity similar to commercial operations and in direct competition with them and therefore are not granted GET exemptions by the state.

RPAD should consider requiring exempt organizations to include their state G-6 exemption application and certificate to determine whether a
nonprofit has a charitable purpose and serves the public interest. It makes sense to use existing resources and to implement a tax exemption policy
consistent with the state.

Many municipalities on the mainland set property tax rates but have no jurisdiction over the laws regarding exemption which are implemented at
the state level. California requires nonprofits to benefit the citizens of their state: California Scrutinizes Nonprofits, Sometimes Ending a Tax
Exemption. The state of Illinois has a Revenue Department that reviews exemptions: Illinois Says Hospitals No Longer ‘Poorhouses’ Shielded
From Tax

In Wisconsin, a recent review of property tax exemptions titled Too Many Loopholes, offers in-depth analysis of that state's exemptions and offers
a number of solutions. I've included some relevant excerpts of the report here [emphasis mine] or you can download the 39-page pdf. (FYI, Fond
du Lac in Wisconsin requires exempt property owners file a form with the city every two years to retain their tax-exemption [read article].)

p. 1-2
The first step is to review and evaluate the 104 property tax exemptions currently in law to determine if
some need to be altered or eliminated.

1. The majority of tax-exempt property is owned by nonprofit entities vaguely defined as
“benevolent.” Within this nonprofit category are organizations that operate in almost identical
ways to their for-profit counterparts with luxurious facilities and lavishly paid executives. Hospitals
and high-end housing for retired persons fall in this category.

The hospital exemption shifts
at least $128 million in property taxes from the massive institutions to homeowners and small
businesses every year.

Some retirement communities are sited on valuable land and charge residents very high monthly
fees but pay no property taxes at all. If taxed at the same rate as the elderly living in their homes, it
would generate at least $15 million each year

One way to address these gaps is by establishing quantifiable ways of assessing “benevolence” to
ensure there is sufficient community benefit to offset the loss of revenue.

Alternatively, the state
can require nonprofits to make payments in lieu of taxes to help cover the cost of services they
rely on—transportation, road maintenance, water and sewer operations, etc.

2. Local governments lose revenue when land is assessed at below-market value.

Real estate
speculators do “fake farming” on commercial or residential property to obtain the lower property
tax rates designed for farmers. This could be repaired by designating stricter standards for
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assessing property as farmland.

3. The existing property assessment process is fragmented and inconsistent.
The Department of

Revenue has proposed reforms that would consolidate and modernize the assessment process,
including an annual assessment of all property at market value to create an accurate, up-todate
and transparent method of measuring property values. This process should also address
the confusion surrounding personal property exemptions such as those for business computers
and other equipment. In addition, a State Board would be established to oversee exemptions to
increase consistency and evenhandedness across the state

Property owners with deep pockets are quick to file lawsuits against local governments when
communities try to ensure everyone pays their fair share. These communities are already starved
for revenue and need financial support for tax issue litigation with wealthy opponents. This
would ensure that court decisions were based on law, not undermined by communities’ financial
exhaustion.

4. Finally, it is crucial that Wisconsin reform the way that tax exemptions are adopted. Like the gift
that keeps on giving, the list of tax exemptions grows every year. During the 2009-2011 biennium
when that state was facing a massive fiscal crisis due to the recession, ten new exemptions were
passed by the Legislature.

Exemptions should be subject to ongoing review with definitive ending dates unless they are
approved for renewal. New exemptions should be scrutinized for relevance and impact with a
sunset date included in the legislation.

Property tax revenue is a major source of local operating funds. It is a time to be careful and
efficient with
this resource. It is time to close loopholes, be consistent and ensure that all groups pay their fair share.

p.10-11
The word “benevolent” is central in the statute’s discussions of tax exemptions, but the meaning of the word
is left unclear by the laws. It is left to courts to determine its meaning in specific cases. Wisconsin courts
have taken a variety of factors into consideration, including how an organization is structured and operates,
what services it provides, and what happens to any ‘profit’ (income above expenses) the organization earns.9
Generally, property must be owned and used exclusively for a tax-exempt purpose.

There is also concern about exemptions for nonprofits that are essentially in competition with for-profit
businesses and act no differently from them, with hospitals and nonprofit housing as clear examples.
Shouldn’t commercial nonprofits, financed largely by fees for services, pay taxes like their for-profit
competitors, especially when they can pass the tax along in fees to their customers and third-party payers
like insurance companies? 11

Properties that are exempt do benefit from the services that local governments provide, so why shouldn’t
they pay for them? Charitable organizations pay for some public services, like water or electricity. Why
shouldn’t they pay for services like police and fire protection and local transportation infrastructure?
Finally, individuals and for-profit businesses can get reductions in their income taxes for their charitable
donations. But they do not get a break on their property taxes. So why should nonprofits, which are exempt
from income and sales taxes, also be exempt from property taxes?

Option 2a: Define clear standards for “benevolent” or “nonprofit”organizations

Wisconsin Statutes do not define what it means to be “benevolent,” though they require benevolent
organizations to be nonprofit—any surplus of income over expenses cannot benefit private interests.
Though several state-level committees have had little success in developing clearer standards for
“benevolence,” particularly for retirement and low-income housing, such standards would help assessors
and the courts determine whether or not properties should qualify for exemption.

Two standards that other states consider, either by law or in court rulings, are (1) serving a public purpose,
in particular, relieving government of a burden that it would have to address, and (2) being “charitable.”
Indicators of the latter include receiving a significant share of support from charitable contributions and
helping a particularly charitable class, such as low-income persons, or providing services to needy recipients
for free or below cost.

One factor frequently considered is the extent to which an organization receives substantial revenues from
charges for service. Obviously, this impacts the extent to which the organization is supported by charitable
giving. But it can also affect the extent to which it is serving a public purpose. Does government provide
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a significant portion of the funding—such as it does for nonprofit hospitals—in which case it may not be
relieving government of a burden?

In addition to general standards defining “benevolent,” industry-specific standards could offer explicit tests,
such as the percentage of services provided to needy clients, the existence of sliding-scale charges based
on income, and profits relative to total revenues.

IN CONCLUSION

I hope this information is helpful. Although I am unable to attend the October 10 meeting, I am happy to answer any questions or provide
additional information. Please contact me if I can be of assistance. All the best,

Holly J. Huber
1519 Nuuanu Ave #154 * Honolulu HI 96817
phone: 808-554-7692 * email: hollyjhuber@gmail.com
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Testimony	  to	  the	  Oahu	  Real	  Property	  Tax	  Asdvisory	  Commission	  	  
October	  10,	  2011	  

	  
Testimony	  of	  Hawaii’s	  Credit	  Unions	  

	  
	  
To:	  	   The	  Honorable	  Members	  of	  the	  Oahu	  Real	  Property	  Tax	  Commission	  
	  
	  
	  
My	  name	  is	  Stefanie	  Sakamoto,	  and	  I	  am	  testifying	  on	  behalf	  of	  the	  Hawaii	  Credit	  Union	  League,	  the	  
local	  trade	  association	  for	  85	  Hawaii	  credit	  unions	  representing	  approximately	  810,000	  credit	  
union	  members	  across	  the	  state,	  including	  54	  credit	  unions	  representing	  approximately	  550,000	  
members	  on	  Oahu.	  
	  
We	  seek	  to	  retain	  this	  real	  property	  tax	  exemption	  because	  our	  mission	  is	  to	  assist	  credit	  unions	  in	  
Hawaii	  to	  succeed.	  	  Credit	  unions	  are	  not-‐for-‐profit,	  member-‐owned	  financial	  cooperatives	  with	  the	  
sole	  purpose	  of	  serving	  member	  needs,	  particularly	  members	  of	  modest	  means.	  Especially	  in	  this	  
time	  of	  financial	  instability	  and	  uncertainty,	  credit	  unions	  have	  an	  important	  role	  to	  play	  in	  each	  
community.	  	  Credit	  unions	  provide	  low-‐cost	  financial	  services	  and	  loans,	  and	  strive	  to	  support	  
people	  who	  might	  otherwise	  be	  denied	  banking	  services.	  
	  
Unlike	  for-‐profit	  financial	  institutions	  that	  are	  able	  to	  access	  capital	  from	  external	  sources	  (such	  as	  
issuing	  common	  or	  preferred	  stock),	  a	  credit	  union	  can	  strengthen	  its	  capital	  only	  by	  retention	  of	  
net	  income.	  	  The	  philosophy	  of	  credit	  unions	  has	  always	  been	  to	  “serve	  the	  underserved”,	  and	  the	  
Hawaii	  Credit	  Union	  League	  strives	  to	  help	  Hawaii’s	  credit	  unions	  remain	  strong	  in	  this	  time	  of	  
economic	  uncertainty.	  	  We	  humbly	  ask	  you	  to	  consider	  the	  impact	  this	  bill	  will	  have	  on	  all	  credit	  
unions’	  ability	  to	  deliver	  low-‐cost	  services	  to	  our	  member	  base.	  
	  
We	  are	  happy	  to	  provide	  any	  additional	  information	  that	  the	  Commission	  may	  require	  to	  complete	  
its	  evaluation.	  	  Thank	  you	  very	  much	  for	  the	  opportunity	  to	  present	  testimony.	  
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Testimony to the Oahu Real Property Tax Advisory Commission
October 10, 2011

Testimony of Hawaii Central Federal Credit Union

To: The Honorable Members of the Oahu Real Property Tax Advisory Commission

My name is Drake Tanabe, of Hawaii Central Federal Credit Union. Our field of membership
consists of select employer groups with less than 3,000 employees.

Hawaii Central Federal Credit Union has a long history of furthering the credit union
philosophy of “people helping people”. Because credit unions are democratically owned by
their members, and because credit unions are non-profit cooperatives, the needs of
members always come first. Credit unions provide low-cost financial services and loans,
and offer personalized services for each and every member.

We have just recently added a full service mortgage division to further assist the needs of
our members, as well as offering business loans, with the hope of helping small businesses
grow and aid in Hawaii’s overall economy.

We humbly ask the Commission to allow our credit union, and all credit unions in Hawaii,
to continue to serve our members. Thank you very much for the opportunity to present
my testimony.

Drake Tanabe
President/General Manager
Hawaii Central Federal Credit Union



October 12, 2011

To: The Honorable Members of the Oahu Real Property Tax Commission

My name is Fred Perry, and I am writing on behalf of Windward Community FCU, a Windward Oahu
credit union in business for 57 years with $75 million in assets and just under 10,000 members.
Our credit union seeks to retain our real property tax exemption.

Windward Community FCU works daily in the community to improve the financial well being of
our members by providing loans at low interest rates, paying higher rates on deposits and offering
many free services. A loss of our real property tax exemption would increase our expenses which
we would have to pass on to our members; there by reducing the financial benefits they derive from
doing business with a credit union.

Additionally, credit unions like ours need to retain this real property tax exemption because:
 credit unions are not-for-profit, member-owned financial cooperatives with the sole purpose of

serving member needs, particularly members of modest means;

 the cost of any tax paid by a credit union is a cost paid by that credit union’s member-owners;

 unlike for-profit financial institutions that are able to access capital from external sources (such
as issuing common or preferred stock), a credit union can strengthen its capital only by
retention of net income; and

 as a consequence of only deriving capital from it members, any impairment on a credit union’s
net income will reduce the ability of a credit union to grow capital needed for safe and sound
operations, especially in this troubled economy.

The philosophy of credit unions has always been to “serve the underserved”. We humbly ask you to
consider the impact this bill will have on our ability to deliver low-cost services to our members.

Thank you very much for the opportunity to present this written testimony.

Sincerely,

Fred Perry

President/CEO





Testimony to the Oahu Real Property Tax Advisory Commission

TO: The Honorable Members of the Oahu Real Property Tax Commission

FROM: Karl Yoneshige, President & CEO, HawaiiUSA Federal Credit Union

I am testifying on behalf of the 130,000 members of HawaiiUSA Federal Credit Union, to
provide the Commission with important information regarding the real property tax exemption
for credit unions.

Credit Unions are Different
Credit unions were created to provide financial services in a democratic, not-for-profit,
cooperative manner, with member ownership and control. Those characteristics are the
foundation of the tax exemption we have earned from Federal and State income taxes.

The Board of Directors of credit unions serve as unpaid volunteers, elected by members. Credit
unions return all excess income to members, in the form of higher deposit rates, lower loan
rates, and lower fees.

The credit unions have a share insurance fund to insure member deposits that is totally self-
funded, and has never asked for any money from taxpayers, unlike the other deposit insurance
funds or financial institutions. However, the tough economy has taken its toll on credit unions,
and 30 of 85 credit unions in Hawaii have negative earnings. As credit unions, nationally and
locally suffer losses, our assessments for the insurance fund have risen dramatically.

Tax Repercussions
If credit unions were subject to the real property tax, the effect would be significant and felt by
all residents as the costs for loans rise or the dividends earned on savings would be lower and
reduce the options available for disadvantaged consumers. In addition, our credit union
currently offers non-profit entities discounted lease rent for their offices at two of our facilities
that we would be unable to continue without the real property tax exemption. The loss of the
exemption would also impact our pricing of our community rooms which schools and non-profit
groups utilize for meetings and training.

Please consider these facts and the impact of any tax increase will have on our credit union and
the residents by our inability to offer low-cost services. We will be happy to provide any
additional information to the commission that is desired. Thank you for the opportunity to
present testimony for your consideration.



From: Holly J Huber [hollyjhuber@gmail.com]

Sent: Wednesday, October 26, 2011 3:22 PM

To: CCLBC

Subject: Public Testimony 10/27/11 Real Property Tax Advisory Commission
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FOR MEMBERS OF THE REAL PROPERTY TAX ADVISORY COMMISSION
for the meeting on Thursday, October 27, 2011
Public Testimony from Holly Huber

NONPROFIT EXEMPTIONS: VALUATION OF REAL PROPERTY

The Revised Ordinances of Honolulu requires ANNUAL VALUATION OF ALL REAL PROPERTY!

Sec. 8-7.1 Valuation--Considerations in fixing.
(a) The director of budget and fiscal services shall cause the fair market value of all taxable real
property to be determined and annually assessed by the market data and cost approaches to value
using appropriate systematic methods suitable for mass valuation of real property for taxation
purposes, so selected and applied to obtain, as far as possible, uniform and equalized assessments
throughout the county.

In previous testimony, I have provided numerous examples proving that RPAD makes no attempt to annually value exempt property.

In the April 12 Budget Meeting, when testifying on property tax Bills 26 & 27, Budget Director Mike Hansen said:

"right now those properties that we have in these areas, since they are exempt properties, we have values for them but because, um, they're lower
priority properties so therefore we don't necessarily go through a process to value them. It will take us some time to get a good value, um, to go

through that process to get full value, um, over time to get all those up to the value they should be."

Hansen did not say that only the land was valued accurately. He admitted that the values were not correct. My data confirms his statement.

All property owners receive an annual assessed value notice, regardless of whether their property is tax-exempt and they pay only the minimum
property tax. If the property owner disagrees with the assessment, they can appeal it.

The assessed land values of exempt properties are wildly inaccurate. The current land value for Punahou School's 74 acres of land is $37,000. It's
not just the buildings that are undervalued. To only make nonprofits pay tax on land value is to provide an additional discount. Two wrongs do not
make a right.

OTHER EXEMPTIONS - CREDIT UNIONS

According to RPAD's annual report on exemptions in Honolulu:

2011-2012 lists 77 credit unions valued at $118,894,000
2010-2011 lists 67 credit unions valued at $234,280,000

These numbers simply do not add up! There is no other sector of tax-exempt property in Honolulu that has lost half of it's assessed value in a single

year. the Real Property Tax Advisory Commission should ask RPAD to review and explain these totals. The Commission cannot make
good tax policy based on bad data!

In February 2010, Keith Leggett commented on Hawaii's property tax exemption in his Credit Union Watch.
Criticizing the Hawaii Credit Union League's opposition to raising the minimum property tax, Legget wrote:

"I think HawaiiUSA FCU can afford to pay its fair share in property taxes. After all, the only tax that federal
credit unions are subject to is a real property tax and even that is contingent on local law."

There are at least 30 states that do not exempt credit unions from property tax. I was unable to find more
specific information since often the exemption is made at the local level. According to the 2008-2007
profile of the National Association of State Credit Union Supervisors (NASCUS): "17 states have state-



chartered credit unions exempt from all state taxes. Of the 30 states that collect some type of state taxes
from state-chartered credit unions, the most common type of state tax is sales and real property."

Credit unions' exemption from federal tax is currently under consideration. Last year, the President's
Economic Recovery Advisory Board, chaired by former Federal Reserve Board Chairman Paul Volcker,
recommended eliminating the credit union income tax exemption. There is a precedent for removing the
exemption; in the 1950s Congress repealed the tax-exempt status previously granted to savings and loan
companies.

Critics point out how little difference there is today between community banks and credit unions. In the
past decade, credit unions have become more aggressive, marketing a wide array of consumer services,
such as checking, savings, loans, business lending and other products.

According to an September 2010 article on credit unions' tax-exempt status:

"The core issue is whether credit unions fulfill a public purpose, such as providing access to credit markets for
families, individuals and businesses that commercial banks do not lend to," says Andrew Reschovsky, a
professor at the LaFollette Institute at the University of Wisconsin-Madison. "If so, credit unions actions might
justify a public subsidy."

"But bankers association president Bauer says taxpayers receive virtually nothing in exchange for the credit
union subsidy. He says the social mission of serving low- to moderate-income populations that once justified the
credit union tax subsidy has been ignored, especially by the largest institutions."

The Tax Foundation in Washington DC has been advocating for a repeal of the federal income tax exemption for credit
unions since 2005. Their study reports: "Despite the original mission of credit unions to serve low-income people,
Tatom finds no solid evidence that credit unions have done so. In fact, most credit unions have an occupational bond
that requires members to be employed, often in industries with relatively high-wage jobs."

The Real Property Tax Commission should recommend that Honolulu end its property tax exemption for credit unions.
These well-funded organizations can afford to pay their fair share for city services.

COMPROMISES

Every year the City Council approves tax compromise requests from nonprofit organizations that have missed the
deadlines for filing for a property tax exemption. These tax compromise requests occur so frequently that there is a
blanket resolution dating back to 2005 to set policy and rates.

In the past 2 years, there were a number of tax compromises granted:

Honolulu Waldorf School had its 2010-2011 property tax reduced to $300 from $13,738.97
Housing Solutions Inc had its 2001-2002 and 2002-2003 property tax reduced to $300 from $24,086.08
Teen Value Challenge had its 2011-2012 property tax reduced to $300 from $3,895.50
Honolulu Masonic Temple had its 2010-2011 property tax reduced to $600 from $13,881.80
Hale Wai Vista I had its 2010-2011 property tax reduced to $300 from $134,277.12

In addition, an internal audit found that 5 nonprofits lessees of City properties had never been assessed property tax.
Some of these leases had been in place for over 20 years and yet the nonprofit had never been billed even the
minimum property tax of $25 (at the time). [Download Dept Communication 16, dated January 14, 2010]

Manuu Group Home had its property tax reduced to $500 from $7,511.51
Waianae Coast Mental Health Center had its property tax reduced to $600 from $8,291.68
Lester McCoy Boys Club had its property tax reduced to $1,858 from $340,406.73
Boys & Girls Club of Honolulu had its property tax reduced to $1,756 from $117,857.45
Boys & Girls Club of Hawaii had its property tax reduced to $1,100 from $25,295.77
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I could not find any instance in the past 2 years of a nonprofit being denied a property tax compromise.

I include these numbers as a reminder as to how valuable the current property tax exemption is to nonprofit
organizations.

At the March 2nd Budget Committee Meeting, some council members questioned why the Hale Wai Vista's very
generous property tax compromise had no penalty included.
Mike Hansen, director Budget & Fiscal Services, told the committee: "The developer missed deadline to file for exemption. ... [this compromise
is ] consistent with the blanket resolution 05-069 that recognizes that charitable organizations may miss the deadline as long as they qualify for the
exemption. Hansen said the City does not want to charge interest or penalties because it would be taking funds away from a public service, in this
instance from affordable housing.

At that March 2nd meeting, Budget Chairman Ernie Martin asked Hansen to "provide the council with a memo identifying if any penalties have
been imposed in the past 5 years, how many compromises have come forward so we can get a sense of the trend annually."

I have contacted Martin's Office and the Budget Office and no one has been able to produce this memorandum regarding compromises. Perhaps the
Real Property Tax Advisory Commission can ask the Budget Office to generate this report, initially requested in March.

IN CONCLUSION

I hope this information is helpful. As usual, I am happy to answer any questions or provide additional information. Please contact me if I can be of
assistance. All the best,

Holly J. Huber
1519 Nuuanu Ave #154 * Honolulu HI 96817
phone: 808-554-7692 * email: hollyjhuber@gmail.com
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From: Warren Nakamura [wnakamura@honolulufcu.com]

Sent: Friday, October 28, 2011 3:12 PM

To: CCLBC

Cc: ssakamoto@hcul.org

Subject: comments opposing removal of real property tax exemption for credit unions
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Comments to: Real Property Tax Advisory Commission (RPTAC), established by the Honolulu City Council

Re: Removal of Credit Union Tax Exemption

Honolulu Federal Credit Union opposes efforts to remove our Real Property Tax Exemption. Honolulu Federal Credit
Union is chartered as a Co-operative organization for the benefit of its 15,489 member/owners under the Federal
Credit Union Act of 1934. We primarily service Federal Employees and our Board of Directors are all retired or active
Federal Employees. We provide lower loan rates than most for profit institutions and pay higher savings rates.
Retained earnings are our only means of building capital, and we carefully watch expenses of our 39 employees.
Removal of our real property tax exemption would make it hard for us to maintain the level of service we provide our
members. Our ability to build capital would also decline.

Our motto is “Enriching Island Life”, and we have participated in many community activities this year. We held several
fundraising events for Japan Relief and donated over $5,000. We supported Aloha United Way with flower and bake
sales in addition to employee contributions and gave over $1,200. We donated four large containers of food through
Feds Feed Families, and had bake sales to raise money for the League’s “Have A Rice Day” Food Bank drive. We
also supported the Coast Guard Picnic, Federal Employees recognition Lunch, and the Hawaii Law Enforcement
Memorial Foundation.

Credit unions are different from For Profit institutions because we do not have stockholders. All capital in the credit
union is contributed and owned by members. Charitable Organizations, Churches, and Credit Unions deserve the real
property tax exemption because they are structured to provide a benefit to their member/owners, and provide a
needed service in the community.

Warren Nakamura

President/CEO, (NMLS No. 686794)
Honolulu Federal Credit Union, (NMLS No. 477720)
(808) 524-7455
(808) 529-6453 fax



From: grizman13@q.com

Sent: Saturday, October 29, 2011 5:29 PM

To: CCLBC

Subject: Real Estate exemption
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Big Island Federal Credit Union as well as other Hawaii Credit Unions provide low cost services to the Big Island.
Credit Unions provide low cost loans and generally higher Interest Rates of return than Banks. Unlike Banks, Credit
Unions are Member owned and operated. Unlike Banks they are not raising fees on their services and products. Credit
Unions were not bailed out by the Federal Government and had to come through the tough economic times by
providing services that are low cost. Unlike Banks that issue stock, our Credit Union relies on the members to raise
capital.

I urge you to please not change the real estate exemption as this will hurt our members. The last fact is that our Credit
Union is in a low income designated area and our products and services reflect our Members needs.

Terry Gresswell
Big Island FCU
Asset Control Manager





November 4, 2011

City and County of Honolulu
Real Property Tax Advisory Commission
Email cclbc@honolulu.gov

Aloha Commissioners:

My name is Sylvia Young. While many of you might associate me with the many
volunteer contributions I’ve made to our City and State, it is my credit union career that
has put food on my table and paid my bills. I write this testimony as an individual,
longtime credit union employee with 40+ years in the business. Starting as a credit union
clerk trainee, I eventually became the CEO of a five-million-dollar credit union. Today, I
work in public relations at the state’s largest credit union, with assets of over one billion
dollars. My job in the credit union industry has enabled me to be a contributing member
of society. Now, that industry is being threatened.

The tax exempt status of credit unions has long been misunderstood by the general
public. The common perception is to view credit unions in the same light as for-profit
financial institutions, namely banks. Although credit unions offer similar products and
services as banks, in general their loan rates and fees tend to be much lower and their
savings programs often offer higher yields. Moreover, credit unions serve members who
are deemed “credit worthy but with modest means”. Often, this segment of the consumer
population is generally underserved by banks.

In reference to profits, any profit earned by credit unions is returned to the credit union
member owners NOT to stockholders who are investors in a bank. Credit unions are
cooperatives owned by people. Regarding financial risks, credit unions take pride in their
distinction from banks–being self-insured avoids potential losses to credit union
insurance funds. Credit union contributions perpetuate this method of self-insurance
which results in self-sufficiency. “People helping people” or “credit unions helping
credit unions” has been the core philosophy of credit union since Congress enacted the
Federal Credit Union Act in 1934 which gave us the not for profit tax exemption. This
Act also limited the amount of investment resources credit unions may access. Since
credit unions’ main source of income is from lending to members, unlike banks, this
income is limited.

When looking at financial statements, credit unions as a whole are financially sound. But
looking at financial statements does not tell the whole credit union story. Historically,
credit unions were founded by working people (farmers, teachers, blue-collar workers,
etc.) who believed in the democratic process and the American way of hard work, savings
and fair lending. Today, despite adapting 21st century technologies to better serve
members, credit unions continue to embrace their founding philosophy. Through the
years, they have prudently set aside reserves during strong economic times to build
capital for rainy days such the challenging economic times we’re facing today.



In spite of today’s tough economy, credit unions continue to contribute to the community
by retaining low cost services and maintaining community service and outreach programs
involving financial donations and/or volunteerism. The credit union “people helping
people” mantra extends to helping those that are less fortunate.

Personally, I can offer you a list of community service events and activities that the credit
unions I’ve been affiliated have participated in. These credit unions have touched the
lives of many of modest means and I have testimonial letters from those who wrote us
regarding “what their credit union means to them”.

With all of this in mind, I’m writing to plead our case that credit unions should retain
their real property tax exemption. It is only by doing so that credit unions can continue to
afford to serve the “underserved” banking population and all those in the community who
are less fortunate.

If you wish to speak to me and would like me to provide more information, I can be
reached at 808 844-8029 during office hours.

Sincerely,

Sylvia Young
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November 8, 2011 

 

Testimony of Pearl Harbor Federal Credit Union 

 

To:  The Honorable Members of the Oahu Real Property Tax Advisory Commission 

 

My name is Gordon Sam, and I am testifying on behalf of Pearl Harbor Federal 

Credit Union.  Pearl Harbor Federal Credit Union is a Community Credit Union 

open to anyone who resides, works or worships on the Island of Oahu.  We 

currently have over 26,000 member/owners.  We have been in business for 

almost 75 years providing financial services to people, many of whom are of 

modest means.   

 

Credit unions like Pearl Harbor Federal Credit Union were formed to provide 

financial services to individuals of modest means at a time when they could not 

obtain these services.  We continue this mission today.  Unlike our competitors 

the banks whose main focus is to provide their stock holders with a profit, our 

sole purpose is to provide benefits to the member/owners of this financial 

cooperative.  We accomplish this by providing financial services and products 

either free or at greatly reduced costs to benefit the people that we serve.  

 

The current economic crises which began in late 2007, has hurt the financial 

stability of many our residents and their families.  Through these turbulent times, 

we have strived to provide the much needed financial services to our 

membership, many of whom are the people who can least afford it.   As part of 



our benefit package we provide our membership with free checking accounts, 

free debit cards, free ATM access, free travelers checks, free credit cards, free 

check cashing and free coin deposits.  To obtain these benefits, members must 

simply keep a minimum savings balance of $5.00.  We also pay a higher rate on 

savings accounts and charge less for loans.   

 

Providing these services free or at greatly reduced pricing to our membership 

comes at great cost to the organization.  During these turbulent economic times 

we and many of our fellow credit unions have been experiencing financial 

losses.  Fortunately we have enough capital to ride out the current recession for 

a few more years under existing conditions.  Taxing credit unions will add an 

additional expense that could result in eliminating benefits to members or in 

some cases putting some credit unions out of business.  This would happen at a 

time when credit union services are most needed by the people.   

 

Currently there are 54 credit unions on the Island of Oahu.  As of the June 2011 

report, 35% of them reported negative income for the year.  The year end report 

will undoubtedly show a much higher percentage losing money due to a very 

large assessment recently imposed by our regulator to recapitalize our federal 

deposit insurance fund.  Unlike our competitors, the for-profit banks, non-profit 

credit unions did not receive any federal bailout money to recapitalize its 

insurance fund.   

 

Why are credit unions important?   In addition to the many benefits mentioned 

previously, credit unions have also made loans to people normally turned away 

from banks and charge much lower rates to people who normally use “payday 

lenders”.  Last year Hawaii Credit Unions assisted 518 members and non-

members in the Volunteer Income Tax Assistance (VITA) program for a total of 

$1,169,171 in returns.  They helped 212 members and non-members file Earned 

Income Tax Credit (EITC) claims that resulted in obtaining $280,000 in EITC funds.   

 



Credit unions work with Hawaii Home Ownership Center (HHOC) and educate 

and empower prospective homeowners to achieve their dream of home 

ownership and provide aide to homeowners in distress.    HHOC provides a 

yearlong educational programs and counseling for first-time homeowners. They 

also provide counseling for those homeowners threatened by foreclosure and 

payment default.   

 

Credit unions have partnered with University of Hawaii’s Dr. Michael Cheang in a 

Kids Savings Project that focuses on introducing Public Elementary School 

children to savings.  Currently 1,200 children are enrolled in the program and 

they have saved $120,000 to date.  Credit Unions are deeply involved in the Life 

Smart Program.  The program provides teens with the opportunity to learn how 

to be smarter consumers in the market place.  It fosters high school students 

though out the state to form teams that compete each year at the State level in 

personal finance, health and safety, environment, technology and consumer 

rights and responsibilities. Students on these teams increased their pre and post 

test scores by 2%.  

 

Credit unions have raised fund for the Kapiolani Children’s Miracle Network.  The 

Children’s Miracle Network uses funds to battle every type of childhood illness 

and injury.  One credit union sponsored a golf tournament and gave the 

proceeds to the Children’s Miracle Network.    

 

In summation, I request that the Honorable Members of the Oahu Real Property 

Tax Advisory Commission assist the credit unions in its mission in providing 

valuable financial and other benefits to the public by continuing its real property 

tax exemption. 

 

Thank you in advance, for your prompt attention in this matter. 
 



Members of the Real Property Tax Advisory Commission:

Thank you very much for giving us an opportunity to voice our concern regarding the real

property tax exemption for credit unions. On behalf of the Oahu Federal Credit Union and our

4,850 members we ask that the real property tax exemption for credit unions be retained.

Oahu Federal CU is a small credit union that formed in 1936 and continues to serve members of

all walks of life in the Oahu community. Our mission is to provide financial services to our

members, providing low cost loans and reasonable dividends on their deposits. We strive to

keep our members with modern financial services (such as free home banking) without charging

usage and other sorts of fees that can hurt a member of modest means. As you can imagine net

income is not a high priority.

However, as an ongoing entity, some income is necessary and required. Should the real property

tax exemption for credit unions be repealed Oahu Federal would be adversely impacted. It is

most probable that we would need to raise fees, increase loan rates and decrease dividends to

remain in good standing with the regulators. On behalf of our 4,850 members and thousands of

potential members, we respectfully request that you continue the real property tax exemption for

credit unions.

Thank you very much for your time and consideration.

Bart Saxton

General Manager
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From: susanhiyoto@kalanet.com
Sent: Friday, November 25, 2011 5:43 PM
To: CCLBC
Subject: Real Property Tax Advisory Commission - Urging to Keep Credit Union Exemptions

Attachments: RPTAC001.PDF

RPTAC001.PDF (15
KB)

Aloha, attached please find a letter from Ross Inouye, Vice
President Lending of the Aloha Pacific Federal Credit Union urging support
to allow credit unions to retain their real property tax exemption.
Should you have any questions, please do not hesitate to contact Ross
directly at 808.539.0131.

Mahalo





From: susanhiyoto@kalanet.com

Sent: Friday, November 25, 2011 8:22 PM

To: CCLBC

Subject: Real Property Tax Advisory Commission

Attachments: RPTAC001.pdf

Page 1 of 1

Dear Commissioners,

Attached please find a letter of testimony from Keoni Ahlo, Vice President - Information Technology at Aloha Pacific Federal
Credit Union.
Thank you for your consideration.

Mahalo





From: maricelmacadaeg@kalanet.com

Sent: Monday, November 28, 2011 10:29 AM

To: CCLBC

Cc: ssakamoto@hcul.org; susanhiyoto@kalanet.com; randyamasaki@kalanet.com; Wallace@kalanet.com

Subject: Real Property Tax Exemption Appeal Letter

Importance: High

Attachments: Real Property Tax Exemption Appeal Letter 11-25-11.pdf

Page 1 of 2

Aloha,

Please find the attached Real Property Tax Exemption Appeal Letter from Aloha Pacific Federal Credit Union.

Mahalo you for your time & consideration.

Sincerely,

Maricel Macadaeg
Administrative Assistant

Mailing address:

2200 Kamehameha Highway Ste 100

Honolulu, Hawaii 96819

Direct: 808.539-0138

Fax: 808.440.0438

Email: maricelmacadaeg@kalanet.com

Aloha Pacific Federal Credit Union

"Building Lasting Relationships"

Call: 808.531.3711

Toll Free: 877.531.3711

Web: www.kalanet.com



CONFIDENTIALITY NOTICE: This e-mail is only intended for the person(s) to whom it is addressed and may contain
confidential information. Unless stated, any opinions or comments are personal to the writer and do not represent the
official views of Aloha Pacific Federal Credit Union or its related entities. If you received this e-mail in error, please
notify us immediately by reply e-mail and delete this message from your system. Please do not copy, print, forward or
use it for any purposes. Do not disclose its contents to any other person.

Page 2 of 2
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From: susanhiyoto@kalanet.com
Sent: Monday, November 28, 2011 2:09 PM
To: CCLBC
Cc: ssakamoto@hcul.org; Wallace@kalanet.com
Subject: Real Property Tax Advisory Commission

Attachments: RPTC001.PDF

RPTC001.PDF (27
KB)

Aloha,

Attached please find the Real Property Tax Exemption appeal letter from
Wallace Watanabe, President/CEO of Aloha Pacific Federal Credit Union.
We would like to sincerely thank you in advance for your consideration.

Sincerely,
Susan Hiyoto
Executive Assistant





From: Scott@kalanet.com

Sent: Monday, November 28, 2011 4:18 PM

To: CCLBC

Cc: susanhiyoto@kalanet.com

Subject: Real Property Tax Exemption

Attachments: DOC035.PDF

Page 1 of 1

To Whom it may concern,

I am enclosing a letter regarding the real property tax exemption to credit unions. I am in support of the continued tax
exemption and ask for your continued support as well.

Mahalo!

Scott Nishimura
Vice President and Manager
Commercial Lending Division
Aloha Pacific Federal Credit Union
988 Fort Street Mall, 2nd Floor
Honolulu, HI 96813
Phone: 808-539-0171
Fax: 808-440-0471
Email: scott@kalanet.com





From: Timothy Titus [timothytts@gmail.com]

Sent: Tuesday, November 29, 2011 9:14 AM

To: CCLBC

Subject: real property tax for credit unions

Page 1 of 1

credit unions are member owned, and make very little profit, unlike banks. they need the real property exemption.
Please vote to continue it.

timothy c. titus



From: Vera Kaaikaula [verak@ewafcu.com]

Sent: Tuesday, November 29, 2011 1:41 PM

To: CCLBC

Subject: Real Property Tax Exemptions

Attachments: Ewa FCU letter to RPTAC.pdf

Page 1 of 1

Aloha,

Attached for your consideration is our testimony opposing repeal or reduction of the credit union real property tax
exemptions.

Mahalo,
Vera Kaaikaula
Office Manager
Ewa FCU
Phone: (808) 681-3033
Fax: (808) 687-3948
Email: verak@ewafcu.com

This email and any attachments may contain confidential and privileged information. If you are not the intended recipient, please notify the
sender immediately by return email, delete this email and destroy any copies. Your assistance and cooperation is appreciated.





From: Robin Kim [rkim@HawaiiSchoolsFCU.org]

Sent: Wednesday, November 30, 2011 9:29 AM

To: CCLBC

Subject: Real Property Tax Exemption Testimony

Attachments: Testimony of Hawaii Schools Federal Credit Union.pdf

Page 1 of 1

Dear Real Property Tax Advisory Commission Members,

On behalf of our 6,221 shareholders and owners of Hawaii Schools Federal Credit Union, I would like to humbly request that the
Commission preserve the credit union real property tax exemption. Should any members of the Commission like to further
discuss our concern, please feel free to contact me.

Sincerely,

Robin Kim
President/CEO
Hawaii Schools Federal Credit Union
RKim@HawaiiSchoolsFCU.org
Phone: (808) 791-6226
Fax: (808) 538-3231
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From: susanhiyoto@kalanet.com
Sent: Wednesday, November 30, 2011 2:01 PM
To: CCLBC
Cc: ssakamoto@hcul.org; Wallace@kalanet.com
Subject: Iwai - RPT Exemption for Credit Unions

Attachments: Iwai001.PDF

Iwai001.PDF (18
KB)

Dear Real Property Tax Advisory Commission, Attached please find
a letter from the Chairman of our Board of Directors asking that the real
property tax exemption be preserved.
We thank you for your consideration.
Mahalo





From: jameshaid@kalanet.com

Sent: Wednesday, November 30, 2011 3:59 PM

To: CCLBC

Cc: ssakamoto@hcul.org

Subject: Real Property Tax Exemption for Credit Unions

Importance: High

Attachments: Real Property Tax Letter-James.PDF

Page 1 of 1

Dear Real Property Tax Advisory Commission,

Attached please find a letter expressing my concern that the real property tax exemption be preserved.
Thank you for your consideration.
James R. Haid Jr.

Vice President of Marketing and Business Relations

Aloha Pacific Federal Credit Union
832 South Hotel St.
Honolulu, HI 96813
Tel: 808.539.0103
Fax: 808.566.0616
Email: jameshaid@kalanet.com
Web: www.kalanet.com





From: Hawaiian Tel FCU Administration [Administration@htefcu.org]

Sent: Wednesday, November 30, 2011 4:32 PM

To: CCLBC

Subject: Real Property Tax Testimony From Norman Okimoto

Attachments: Real Property Tax Testimony from Norman Okimoto Nov 30 2011.pdf

Page 1 of 1

To Whom It May Concern,

Attached is a testimony from Norman Okimoto, Hawaiian Tel FCU President, in favor of keeping the real property tax exemption
for credit unions.

Thank you,

Stacey Horita
Executive Assistant
Hawaiian Tel FCU
Phone: (808) 832-8795

CONFIDENTIALITY NOTICE: The information contained in this e-
mail transmission and any attachment is confidential and remains the property of Hawaiian Tel FCU until it is received by the intended recipient. If you are not the intended recipient, please note that use, further transmission or disclosure of this communication is strictly prohibited. If you have received this communication in error, please notify info@htefcu.org as soon as possible, and delete it from your computer without retaining any copies. Thank you for your cooperation.
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From: Blaine Bautista [blaine@hitelfcu.com]
Sent: Wednesday, November 30, 2011 4:35 PM
To: CCLBC
Subject: RPTAC

Attachments: staff version.pdf

staff version.pdf (9
KB)

In regards to Real Property Tax Advisory Commission. Please see
attachment.
--

CONFIDENTIALITY NOTICE: The information contained in this e-mail
transmission and any attachment is confidential and remains the property of
Hawaiian Tel FCU until it is received by the intended recipient. If you
are not the intended recipient, please note that use, further transmission
or disclosure of this communication is strictly prohibited. If you have
received this communication in error, please notify info@htefcu.org as soon
as possible, and delete it from your computer without retaining any copies.
Thank you for your cooperation.



 1

 
To: Real Property Tax Advisory Commission  
From:  Employees of Hawaiian Tel FCU 
Date:  November 29, 2011 
 
 
 
In our daily responsibilities of servicing the members of our credit union, we are very 
aware of how the removal of our credit union’s Real Property Tax exemption would 
affect our members.  We are so proud to be part of a company that can serve our 
members without always looking at the profit that it will bring to our company.  We serve 
our members with the aim of meeting their financial needs without adding more 
expenses in their lives.   
 
For example, members come to us for various free services such as traveler’s cheques, 
notary services, checking accounts with free checks, debit cards, signature guarantees, 
cashier checks and on-line bill payment services.  We often hear from our members 
how they are treated equally special, no matter how much they have deposited with us.  
One member said they were going to open an account at a local bank but they would 
need at least $50,000 in deposits to get the free checking, free notary and free cashier 
checks that we offer for no minimum deposit requirement.  On top of that they would 
earn significantly higher yield with us, without being a “high depositor”. 
 
Our credit union is able to do this for our members because it is not for profit but for 
service.  We feel that the Real Property Tax exemption recognized how we are not 
profit-driven in serving our members but service driven – to ensure that everyone is 
given the same service at the same price, no matter what their financial status is. 
 
If our credit union had another major expense like the Real Property Tax, then members 
who can least afford it (low deposit balances, high credit card balances, unsecured 
loans) would be negatively impacted the most (in fees) if we had to add new or more 
fees to offset the new tax expense.  We should be doing more to help this group of 
people not causing more financial hardships.    
 
For this reason, we ask that the Real Property Tax exemption for credit unions remain in 
place.  
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Employees of Hawaiian Tel FCU  
(continued) 
 
 
 
 
 
 
Blaine Bautista, I/T Specialist  Chris Ramirez, Member Dev Sup 
 
Scott Lum, I/T Specialist   Alexi Joaquin, Sr. Member Dev Specialist 
 
Gwen Gascon, Accountant   Monique Wall, Member Dev Specialist 
 
Joana Rico, Accountant   Samson Spencer, Member Dev Specialist 
 
Marilyn Ramos, Accounting Asst  Nadine Narimasu, Loan Officer 
 
Kathy Dembinski, Accounting Supv Debbie Greenwood, Sr. Loan Officer 
 
Gene Boyd, Sr. Clearing Asst  Karen Carreiro, Clearing Services Asst 
 
Debbie Uetake, Clearing Svc Supv Claire Matsuoka, Loan Payment Svcs Rep 
 
Delbert Kamikawa, Sr. Loan Officer Gayle Kawata, Sr. Loan Officer 
 
Sheri Higa, Compliance Officer  Laurie Awa, Loan Supervisor 

 
Stacey Horita, Executive Asst   Debbie Hopkins, Loan Payment Svcs Rep 
 
Georgiana Abella, Executive Asst  Lori Francisco, Sr. Human Resources  Asst 
 
Ashley Perez, New Accounts Rep  Kehau Chung, New Accounts Supervisor 
 
Marilyn Aquino, New Accounts Rep  Vicky Matsumoto, Asst New Accounts Supv 
 
Tammy Toyama, Teller Supv  Raquel Fagaragan, New Accounts Rep 
 
Hollie Kamai, Operations Trainer  Micah Yoshimura, Asst Branch Supv  
 
Misty Kajitani, Teller    Beverly Munoz, Teller 



From: Rita Ornellas [rita@htefcu.org]

Sent: Wednesday, November 30, 2011 4:37 PM

To: CCLBC

Subject: Testimony Opposing Real Property Tax Exemption

Attachments: htfcu mgmt testimony.pdf.pdf

Page 1 of 1

To the Members of the Real Property Tax Advisory Commission,

The attached testimony from the Executive Management Team of Hawaiian Tel Federal Credit Union is submitted for your
consideration. We greatly appreciate your support of our position.

Thank you,
Rita Ornellas

CONFIDENTIALITY NOTICE: The information contained in this e-
mail transmission and any attachment is confidential and remains the property of Hawaiian Tel FCU until it is received by the intended recipient. If you are not the intended recipient, please note that use, further transmission or disclosure of this communication is strictly prohibited. If you have received this communication in error, please notify info@htefcu.org as soon as possible, and delete it from your computer without retaining any copies. Thank you for your cooperation.



 
 
To: Real Property Tax Advisory Commission  
From:  Executive Management Team – Hawaiian Tel FCU 
Date:  November 29, 2011 
 
We, the executive management team of Hawaiian Tel FCU are unified in our position to 
strongly oppose the removal of the Real Property Tax (RPT) exemption for credit 
unions. 
 
On a daily basis, we strive to provide for the needs of our members that may not 
otherwise be met.  We directly experience the departmental sacrifices that are made to 
contain operational expenses so that high value products and services with low or no 
fees can continue to be offered to our members.  We operate with a totally voluntary 
board who commit their time and resources to ensure the credit union is strategically 
positioned, in regulatory compliance and is effectively managed by a knowledgeable 
and professional executive team who salaries often fall well below their banking 
counterparts to support the financial soundness of the credit union. 
 
Through feedback from our members, they feel that the credit union seems to care 
about their individual situations by spending the time to get to understand their needs 
and offer the best solution vs. merely plugging them into a credit scoring bucket to 
determine their qualifications for a loan.  To us, the relationship of each member with 
our credit union weighs heavily in how we try to qualify them for a loan request that may 
have been previously declined by a bank.   We take pride in providing our member 
owners with the best rates and the highest quality service – all while trying to manage 
our operational expenses. 

 
Our members can still rely on us to provide them with many free services such as 
checking accounts, notary services, signature guarantees, traveler’s cheques, debit 
cards, online home banking and bill payment services, as well as convenient locations 
and very attractive interest rates.  All of this would be in jeopardy if the RPT exemption 
is no longer extended to credit unions.  The impact would go beyond our credit union 
and members.  It would also negatively impact the high bar that we’ve set for the rest of 
the industry in providing competitive rates for our members.  The financial burden that it 
would have on our credit union would result in higher fees and less competitive rates as 
we look for ways to offset our Real Property Tax expense. 
 
As we share our predicament with our industry colleagues, many of them are afraid that 
this may be just the straw that breaks the camel’s back and cause their shut-down as 
they struggle to survive in these challenging times.  That would increase unemployment 
and put an even greater burden on our local economy. 
 
So for the best interest of our community, our economy, our industry and our members, 
we strongly urge you to keep the RPT exemption for credit unions in place. 
 
Anna Arii, VP-Human Resources 
Margie Ayau, Teller Operations Manager 
Wendy Cheung, VP-Controller 
Paulette Ito, VP-Marketing and IT 
Anabel Lindsey, VP-Operations 
Randall Okamoto, VP-Loans 
Rita Ornellas, VP-CUSO Services 
 



From: gmoribe5@hawaiiantel.net

Sent: Wednesday, November 30, 2011 7:57 PM

To: CCLBC

Subject: TESTIMONY IN SUPPORT OF KEEPING THE REAL PROPERTY TAX EXEMPTION FOR CREDIT UNIONS

Page 1 of 2

To: The Honorable Members of the Oahu Real Property Tax Advisory Commission

This written testimony is being presented to voice our strong opposition to the possible repeal of the Real Property Tax
exemption for credit unions.

As a non-profit organization that is member-owned, our only source of capital is through our retained earnings. Over
the years, it has become increasingly difficult to continue to maintain the financial stability and soundness of our credit
union without overburdening our members with new and increased fees as seen in the banking industry, yet we have
been able to do so. We offer our members higher savings rates and lower loan rates. Combined with extremely low
investment yields, our margins have significantly declined, yet we continue to provide many free or low-cost services
to our members in our community such as:

o Free checking accounts
o Free notary services
o Free signature guarantees
o Free traveler's cheques
o Free cashier checks
o Free box of checks
o Free debit cards
o Free Home Banking and Bill Payment Services
o Free incoming wires
o Free financial education sessions

For the past 3 years, we've had significant increases in our guarantee fund and stabilization assessments. which have
further negatively impacted our earnings. Yet we were able to endure these industry and economic challenges without
tranferring these financial burdens to our members as banks have done with their customers through higher fees. lower
deposit rates and very restricted lending.

To better service our members, credit unions have worked cooperatively by servicing members of other credit unions
locally and nationally at no cost to the members. This has enabled us to operate with fewer locations to maintain cost-
effective operations. Even with the few branches that Hawaiian Tel Federal Credit Union currently has, the repeal of
the Real Property Tax exemption for credit unions would have a dire financial impact to our credit union as well as the
members and communities that we serve. The resulting significant increase in the cost of doing business would
necessitate transferring some of the cost to our members which would affect them financially at a time when they are
being financially affected from all sides, such as furloughs, pay-cuts, downsizing, loss of their homes because of the
recent subprime lending practices of big banks.

Our members view our credit unions as one of the last places that they can turn to for their financial needs as the rest of
the financial industry is becoming more restrictive from their perspective. Repeal of the Real Property Tax exemption
for credit unions would have an overall economic impact in our community that would work against the committee's
goal of raising more tax revenue. It is merely taking funds from one pocket (tax source) and transferring it to another
pocket as our members would have less purchasing power which, in turn, reduces their spending that would generate
other tax revenue for our local economy.

All of the members of the Board of Directors and Supervisory Committee of the Hawaiian Tel Federal Credit Union are
volunteers whom passionately support the mission statement of our credit union "We Are People Helping People Make
Their Dreams Come True". We humbly ask the committee to keep the RPT exemption for credit unions so that we can
fulfill our mission and continue to provide affordable financial services to our 50,000+ members.



Respectfully Submitted,

Board of Directors:

Glen Moribe, Board Chair
Ken Miyasato, Board Vice-Chair
Calvin Choy, Board Treasurer
Wanda Beppu, Board Secretary
Donald "Scotty" Bowman, Member
Deborah Lau Okamura, Member
Michael Yee, Member

Supervisory Committee:

Derrick Uyeda, Committee Chair
Gerald Noda, Member
Lorna Pang, Member
William "Primo" Pimental, Member
Dianne Sinco, Member

Page 2 of 2
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From: Mark Oto [Mark_Oto@hmsa.com]
Sent: Thursday, December 01, 2011 9:50 AM
To: City Clerk
Cc: Diana Lee
Subject: RPT Advisory Commission - HMSA Comments

Attachments: C&C Real Property Tax Advisory Commission - HMSA Comments (12.1.11).doc

C&C Real Property
Tax Advisory...

City Clerk - I would appreciate the attached comments being
forwarded to the Chair and members of the City's Real Property
Tax Advisory Commission.

Your assistance with this request is appreciated.

Mark Oto
---------------------------------------------------------------------------
---------
Mark K. Oto
Director - Government Relations
Hawaii Medical Service Association
Blue Cross Blue Shield of Hawaii
An Independent Licensee of the Blue Cross and Blue Shield Association P.O.
Box 860 / Honolulu, HI 96808-0860
PHONE: (808) 952-7544
CELL: (808 352-6483

If you have diabetes, be sure to closely monitor your ABCs – A1C level,
blood pressure, and cholesterol. - A message from HMSA.

----------------------------------------------------------------------
This electronic message is not an offer to contract, the acceptance of an
offer to contract, or in any other way intended to contractually obligate
HMSA; neither is it intended to change the terms of any existing contract
unless specifically so stated. The information contained in this electronic
message (or attached hereto) is intended only for the individual or entity
to which it is addressed and may contain information that is confidential
and protected by law. If you are not the intended recipient of this e-
mail, you are cautioned that use of its contents in any way is prohibited
and may be unlawful. If you have received this communication in error,
please notify the sender immediately by e-mail or telephone, return the
original message by e-mail to the sender or to postmaster@hmsa.com, and
permanently delete the original message and any attachments to it. We will
reimburse you for any cost you incur in notifying us of the errant e-mail.
Thank you.



Hawaii Medical Service Association 818 Keeaumoku St.• P.O. Box 860 (808) 948-5110 Branch offices located on Internet address
Honolulu, HI 96808-0860 Hawaii, Kauai and Maui www.HMSA.com

December 1, 2011

Mr. Lowell Kalapa, Chair
and Members

Real Property Tax Advisory Commission
City and County of Honolulu

Dear Chair Kalapa and Commission Members:

The Hawaii Medical Service Association (HMSA) appreciates the opportunity to provide information to the
Real Property Advisory Commission (Commission). We understand that the Commission is considering
offering recommendations to the City Council which may include eliminating or limiting the real property tax
exemptions currently enjoyed by nonprofit entities in Honolulu.

Section 8-10.9, Revised Ordinances of Honolulu 1990, as amended, currently exempts nonprofit medical
indemnity and hospital associations and societies from real property taxes. HMSA, a non-profit mutual benefit
society, was established in 1938 to provide access to quality, affordable health care for the citizens of Hawaii.
Since that time, HMSA has lived up to its non-profit status. Today, we are the largest and most experienced
provider of health care coverage in the State.

Under the Prepaid Health Care Act, the majority of health care coverage in Hawaii is purchased by local
businesses. Requiring HMSA to pay real property taxes would add to the cost of providing health care coverage
and ultimately translate to an increase in premium cost. Given today’s economy, we believe this increase would
be detrimental to the business community, not only in Honolulu, but across the State.

We already are faced with other new cost drivers. The Affordable Care Act mandates each state to establish a
health insurance exchange through which individuals and small businesses will purchase health care insurance.
That federal law requires each state exchange to be self-sustaining in the future, and we anticipate that funding
also will have to come from premium charges to our members, increasing health care costs.

As with the current ordinance, State statute similarly recognizes the merit of affording tax exemptions to
medical indemnity and hospital associations and societies. Section 432:1-403, Hawaii Revised Statutes
provides:

§432:1-403 Nonprofit medical, hospital indemnity associations; tax exemption.
Every association or society organized and operating under this article solely as a nonprofit
medical indemnity or hospital service association or society or both shall be, from the time of such
organization, exempt from every state, county and municipal tax, except unemployment compensation
tax. Nothing in this section shall be deemed to exempt the association or society from liability to



Hawaii Medical Service Association 818 Keeaumoku St.• P.O. Box 860 (808) 948-5110 Branch offices located on Internet address
Honolulu, HI 96808-0860 Hawaii, Kauai and Maui www.HMSA.com

withhold the taxes payable by its employees and to pay the same to the proper collection officers,
and to keep such records, and make such returns and reports, as may be required in the case of other
corporations, associations or societies similarly exempted from such taxes.

We truly appreciate the need for periodic review of our tax systems. However, we believe the eliminating the
tax exemption for nonprofits medical indemnity or hospital service associations and societies would adversely
impact efforts to improve our local business climate. As such, we respectfully request that Commission bears
this in mind when considering recommendations for its report to Council. .

Thank you for the opportunity to provide this information for the Commission’s consideration.

Jennifer Diesman
Vice President
Government Relations







From: Holly J Huber [hollyjhuber@gmail.com]

Sent: Wednesday, December 07, 2011 8:12 AM

To: CCLBC

Subject: Public Testimony 12/7/11 Real Property Tax Advisory Commission

Page 1 of 2

TO MEMBERS OF THE REAL PROPERTY TAX ADVISORY COMMISSION
for the meeting on Wednesday, December 7, 2011

I am unable to provide written testimony on the Commission's Report to the Honolulu City Council as Chair Lowell
Kalapa refuses to release the Report to the public.

Council Chair Ernie Martin has requested that Mr. Kalapa provide the Report to the public under Rule 2-71-12(b)
of the Office of Information Practices. Mr. Kalapa has not complied.

Even members of the Commission are receiving this lengthy report less than 24 hours prior to their final meeting. Yet
the Commissioners are expected today to review, discuss, and approve the entire report and its recommendations.

It appears the Commission values expediency over discourse and due diligence.

I value the hard work of this Commission but it became apparent at the December 1st meeting that Commissioners
have not had enough information or discussion on all of the Report’s recommendations on which they are expected to
vote.

As a Commissioner, are you certain that you have had adequate time to review, comprehend, and discuss the Report on
which you are voting today?

As a Commissioner, do you agree that the public had no right to see or testify on the Commission's Report prior to it
being approved and given to the City Council?

If not, then you should vote to reject the Report and to continue the process.

Important decisions regarding real property tax issues are being rushed through this Commission to meet an
unrealistic deadline. That was never the intent of the City Council; they expect you to exercise due diligence.

The Commission should hold additional meetings and accept public testimony on the Report. This may not greatly
change the recommendations or the minds of Commissioners but it would allow you to carefully consider the
Report you are approving and submit your review of the City’s real property tax system with confidence.

The resolution forming the Commission (City Res 11-143) clearly states:

(7) All meetings shall be held in city hall or other public places, be noticed by the filing of an agenda with
the City Clerk at least six days in advance, be open to the public, and accept public testimony on all agenda
items;

How can the public provide testimony on an agenda item that is not been made available?

Proposals from the Report being voted on were not read out in full at the December 1st meeting. Instead the
Commission referenced “the recommendation at the bottom of page 11” or “the Epilogue.” The public cannot be
expected to provide reasoned testimony on such cryptic references.

At the December 1st meeting, Mr. Kalapa stated that I was not allowed to provide testimony on the Report because it
was a draft. He said that my testimony could be submitted after the Commission had finalized the Report.



I urge the Commissioners to abide by City Resolution 11-143 and your own sense of common decency and fairness.

By refusing public testimony, the Commission is violating both the letter and the spirit of the City resolution that
established it. This greatly diminishes the credibility of the Commission and its recommendations to the City Council.

Holly J. Huber
1519 Nuuanu Ave #154, Honolulu HI 96817
808-554-7692 | hollyjhuber@gmail.com

Page 2 of 2
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Tread lightly in reforming property tax
POSTED: 01:30 a.m. HST, Dec 18, 2011 StarAdvertiser.com

Talk about unfortunate timing. With a new report showing that housing costs in Honolulu are higher than just about
anywhere else, the Honolulu City Council will consider a just-released proposal to eliminate most property tax
exemptions -- the ones that make home ownership easier to afford.

The Center for Housing Policy released a report Thursday showing that Honolulu is the fourth most expensive
market for homeownership in the nation; for renters, it is the third most expensive. It came less than a week after the
City Council's Real Property Tax Advisory Commission released a preliminary report calling for an overhaul of the
city's property tax system.

The first report might make the second one hard to swallow. But consider two things: First, the commission makes a
reasonable argument that the present system is archaic, with room for improvement. Second, the Council raising
taxes in this tough economy -- and in an election year, no less -- would be a spectacular miscalculation and,
therefore, a remote possibility at best.

The commission does not mince words about its target: a property tax system "riddled with numerous exemptions,
exclusions, and dedications that have eroded the tax base and shifted the burden of taxation to categories of
properties that have not been so favored."

To reform the system, the commission would:

» Get rid of home exemptions, multiple home exemptions and "in lieu of" home exemptions. This includes
exemptions for the disabled and disabled veterans or their surviving spouses.

» Limit exemptions to charitable organizations that qualify under federal code section 501(c)(3). Make them pay a
rate based on a percentage of the value of the real property used for the exempt activity, rather than a $300
minimum.

» Eliminate the exemption for credit unions.

» Eliminate the exemption for kuleana lands.

» Tighten restrictions on tax breaks for historic residences.

The commission argues that such changes would spread the property tax burden more evenly among those who use
city services. It would be fairer, especially for renters who get no exemption and for businesses that pay a higher
rate. Those who depend on current tax breaks to make ends meet -- such as fixed-income elderly in highly valued
homes they bought years ago -- could seek relief through the city's tax credit program instead.

The report has flaws. Raising taxes on charitable organizations runs the risk of shutting some nonprofits that provide
valuable community services at razor-thin margins. The report offers little guidance on how to avoid this problem,
except that "the assessment ratio be greater than zero but not more than 100% of fair market value" so a nonprofit
pays its "fair share."

In the absence of clearer guidance, the Council should be loathe to tinker with the current exemptions.

Nonetheless, the report could be a solid first step in a long-term effort to reform the system. A property tax levy
based on actual property values, with exceptions based strictly on ability to pay, would level the playing field
somewhat. Some of the categories used for exemptions, such as those for disabled veterans and kuleana lands, are
based on political, not fiscal, calculations.



But politics is the people's business and cannot be ignored. Simply eliminating exemptions could cost Honolulu
taxpayers up to an estimated $100 million. That would create an unacceptable burden on residents already struggling
with ever-rising sewer and electricity bills and the general cost of living. Besides, property values increased again
over the past year, which is expected to generate additional revenue for the city.

Raising taxes on Honolulu residents when our fragile economy is barely recovering is simply a bad idea.

The report also noted that the city's tax assessment division lacks the resources to do annual assessments on all
exempted properties. While the Council should tread carefully to ensure that any reforms it considers will not add to
the tax burden of Oahu residents, it should also ensure that its decisions are backed up by adequate data.

The commission raises important issues regarding Honolulu's property tax system. The Council will consider them in
January. So should anyone who pays -- or doesn't pay -- property taxes.

The report can be found at http://www4.honolulu.gov/docushare/dsweb/View/Collection-1656.

Copyright (c) Honolulu Star-Advertiser
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Honolulu Property Tax Overhaul Dead On Arrival?

The Honolulu City Council will start debating an overhaul to the

property tax system next month, even though the idea is already been

dismissed as a dead-on-arrival election-year tax increase.

Council Budget Chair Ann Kobayashi told Civil Beat Monday she plans

to hold hearings starting in late January to discuss "the property tax

system as a whole."

The discussion, she said, will focus on balancing revenues and

expenditures. A major part of the debate will revolve around

recommendations from the Real Property Tax Advisory Commission,

which in its draft report advocates eliminating or reducing numerous exemptions that together return more than

$100 million to city taxpayers.

The recommendations were quickly panned by some critics, but they highlight the inequities in the current system.

For example, a widower getting by on Social Security benefits and a multi-millionaire pulling in six figures are

eligible for the same exemption simply for owning their own homes.

The hearings will begin after the 30-day public comment period for the recommendations closes Jan. 9, Kobayashi

said.

Some of the recommendations have already been lambasted. A weekend Honolulu Star-Advertiser editorial

(subscription required) said raising taxes in an election year was politically untenable and "a spectacular

miscalculation."

In addition to taxing homeowners and nonprofit organizations harder, the recommendations, if adopted by the

Council, would take aim at another sacred cow: disabled veterans and their widows.

Two letters sent by citizens to the Council summarize the opposition.

In one unsigned letter, the author says changes to the property tax exemptions would hit elderly residents hard,

turning "our last remaining days of our twilight years (into) a financial nightmare." The other asks about the disabled

veteran exemption: "What kind of government is it that tries to balance its budget on the backs of the totally

disabled?"

Kobayashi acknowledged the political realities — after all, her seat is one of five on the Council that's up for election

next year, and there's a mayoral election too. She said she's loathe to further burden Honolulu families. Electricity,

water, fuel and food prices are all on the rise even as wages stagnate, she said.

But that doesn't mean the recommendations are a dead letter. Kobayashi said the city government plays an

important role in people's lives, providing police, fire, lifeguards, garbage collection and more.

"The city has to provide all these services," she said. "We're looking at many different ways and trying to see what

would work."

Finding a Way To Make It Fair

On Oahu, 144,092 homeowners got a tax break for living in their homes, exempting more than $14 billion worth of

property from taxes. That cost the city more than $49 million, according to the commission's report.

Other exemptions costing the city big bucks were 1,709 parcels owned by charities that were handed $25.9 million

in tax breaks; Medical facilities and hospitals that got $7.6 million in breaks; and low-income rental housing

properties that saved $6.6 million.
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Source: Real Property Tax Advisory Commission Draft Report, December 2011

All told, 154,268 taxable properties together received $100.2 million in property tax breaks because nearly $24

billion worth of property wax not taxed, according to the recommendations. (These figures don't include another

10,000-plus non-taxable properties owned by government agencies that would have generated another $177.9

million for the city if taxed at normal rates.)

The gap was made up with subsidies from Honolulu's other taxpayers, and the commission said its principal goals

were to improve equity and efficiency in the system.

If the Council were to follow the commission's recommendation and eliminate the homeowners exemption, that

could create up to $49.3 million in tax revenue. But that number would end up being much smaller because some

of those impacted by the change qualify for a different break based on low income and an inability to pay.

The exemption as currently written means people who own their own home don't have to pay taxes on the first

$80,000 of assessed value. Taxpayers 65 and older are exempt for the first $120,000 of assessed value.

At $3.50 per $1,000 of assessed value for residential properties, an $80,000 exemption means $280 of savings per

year; the $120,000 exemptions saves elderly homeowners $420. Those savings are available to all homeowners

regardless of their ability to pay. Everyone, from retirees just getting by on their Social Security checks to multi-

millionaires still earning six figures or more, is eligible.

The commission said that system isn't equitable, and Kobayashi agrees.

"We just have to find a way to make it fair," Kobayashi said. "It's really not fair that those who are able to pay get

the same exemption as those who are struggling."

The commission suggests that the exemption should go by the wayside. The recommendations say the existing

county tax credit for households making less than $50,000 would serve as a safety net instead.

That credit essentially caps taxes at 4 percent of the titleholders' combined income up to $50,000; 3 percent for

homeowners 75 or older. So citizens who are land-rich but cash-poor have a mechanism to avoid spending all their

money on property taxes.

Retirees v. Millionaires: Crunching the Numbers

Let's crunch the numbers in a representative example.

The average Social Security benefit for a retired worker was nearly $1,200 per month at the beginning of 2011,

according to the U.S. Social Security Administration's website. That comes to around $14,000 per year for one

retiree, on average.

The credit for low-income taxpayers means a couple 75 or older with a combined income of $28,000 would pay a

maximum property tax of $840 per year, regardless of how much their property was valued at. That's the bill on a

residential property assessed at $240,000 — after exempting $120,000 of assessed value. So if an elderly couple's

property is assessed at $360,000 or more, there is zero financial impact from eliminating the exemption and instead

relying on the tax credit.

For a 75-year-old widow or widower relying on a single $14,000-per-year Social Security income whose home is

worth $240,000 or more, the homeowners exemption makes no difference. The maximum yearly tax for that owner

is $420.

For younger homeowners making $50,000 per year, the maximum tax bill is $2,000. All properties assessed at

higher than $650,000 will hit that maximum.

Type of Exemption Total Exempted Valuation Tax Benefit

Homes $14.1 billion $49.3 million

Charitable purposes $4 billion $25.9 million

Nonprofit medical, hospital indemnity association $674 million $7.6 million

Low-income rental housing $1.6 billion $6.6 million

Other exemptions (Hawaiian Home Land Lease) $1.3 billion $4.7 million

Homes of totally disabled veterans $515 million $1.8 million

Credit Union $119 million $1.5 million

All Others $1.3 billion $2.8 million

Total of All $23.6 billion $100.2 million
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Homeowners whose properties are worth less than those thresholds or those making more than $50,000 per year

would be impacted if the exemption were deleted from the city's tax code.

Kobayashi said eliminating the exemption and pushing people toward the credit would create problems of its own.

The city doesn't maintain income information and staffers would need to review applications for the tax credit. Some

people won't even apply, she said.

"Some of them don't want to apply for the 50,000-or-below (credit). They feel embarrassed or something. I wouldn't,

if I made less than 50,000," Kobayashi said.

She said she recently had a conversation with Gov. Neil Abercrombie about creating a city-state cooperative "one-

stop shop" for credit and tax applications and forms.

"We should start doing stuff like that, because they have the income information. We don't. And so rather than

hiring more people to read through all the income tax forms, the state already has all that information. They know

who would qualify," she said. "We have to start finding ways to be more efficient. We don't want to have to increase

the number of people who have to go through these income tax forms, and yet we want to give out the needed

credits."

Eliminating Exemptions = Tax Increase?

Critics, including the newspaper editorial, have characterized the recommendations as tax increases. But the tax

commission makes explicit in its recommendations that it does not want to increase city revenues.

When eliminating the home exemption, Commissioners believe that this action be undertaken with an

overall reduction in real property rates so as to maintain revenue neutrality. The opportunity that this action

can contribute to revenue neutrality should be extended across the board to both residential and

nonresidential classes of real property.

In other words, raising rates on some homeowners should be offset by lower rates for renters and businesses.

While $49 million isn't the right number to use to represent the potential revenue gains from eliminating the

homeowners exemption, redistributing even $25 million in savings would be meaningful to other city taxpayers.

(Exact numbers are tough to come by. Robin Freitas, a property technical officer who works for Real Property

Assessment Division Administrator Gary Kurokawa, said it's "a little premature" to run numbers at this stage.

Kurokawa's team will provide data support to Budget Director Mike Hansen and Mayor Peter Carlisle when they

reach a position on the recommendations next year, Freitas said.)

Kobayashi quickly threw cold water on the idea of lowering tax rates.

"That to me is not a good way to do it, because at some point, you don't know what the financial picture for the city,

and it would be very hard to then increase rates," she said. "Do you then put back the home exemptions?"

So that means any revenue increases are unlikely to be passed back to taxpayers. The exemptions will be

evaluated on their merits, both fiscally and politically. And the change might be incremental, if it comes at all.

"We can slowly chip away at inefficiencies and try to bring more balance," Kobayashi said.

Read the full recommendations here:

Real Property Tax Advisory Commission Report
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DISCUSSION: Do you agree with the recommendations to eliminate and reduce certain property tax exemptions?

Add your thoughts in the comments below.

Have feedback? Suggestions? Email Us!
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"Everyone, from retirees just getting by on their Social Security checks to multi-millionaires still earning six figures

or more, is eligible.

The commission said that system isn't equitable, and Kobayashi agrees."
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From: Holly J Huber [hollyjhuber@gmail.com]

Sent: Monday, December 12, 2011 4:31 PM

To: CCLBC; Martin, Ernie

Cc: Kobayashi, Ann; Garcia, Nestor; Cachola, Romy; Chang, Stanley; Harimoto, Breene; Gabbard, Tulsi; Berg, Tom;
Anderson, Ikaika

Subject: Public Unable to Comment on Real Property Tax Advisory Commission Report

Page 1 of 2

Aloha:

The Real Property Tax Advisory Commission Report was posted on the City's docushare for public comment. The
Report's posted PDF file has the following significant errors:

1) There is no means published or publicized for the public to submit comments.

Although page 27 of the PDF file indicates public comments will be accepted, there is no way for the public to
provide comments.

No email, no address, no phone number, no contact information appears anywhere in the PDF file. Nor has any
of the media coverage indicated how the public can comment on the Report.

This could be construed as yet another attempt by the Commission to limit public comment.

2) Attachments are missing from the posted Report.

Page 26 of the PDF file reads:

ATTACH:
Written Testimony Received through 12/7/il
11/14/11 Perez Star Advertiser Article
11/22/li Star Advertiser Editorial
date? —Hansen Letter to the editor response
12/4/11 KalapaHawaii Free Press Article
Other

None of these attachments are included in the posted PDF file.

3) The 27-page Report appears in the posted PDF file twice.

So instead of a 27-page Report with attachments, anyone downloading the file gets the same 27-page document
repeated. This is confusing for anyone trying to read the document.

These significant errors are restricting the public's ability to comment on this report.

And such sloppiness further demonstrates the Commission's concern for expedience over accuracy.

The Commission has already violated the resolution that created it, the least they can do is to publish the Commission's
recommendations in an intelligible format, accessible to the public.

Your prompt attention to this problem is requested. I would also appreciate notification when the corrected report has
been posted. My previous requests for copies of the report have been ignored.

Holly Huber



hollyjhuber@gmail.com
554-7692
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From: Cindy DeCastro [mc3dd@hawaii.rr.com]
Sent: Thursday, December 22, 2011 8:46 AM
To: CCLBC
Subject: Real Property Tax Exemptions

December 22, 2011

I'm sending this email in regards to the City Council wanting to eliminate
the real property tax exemption for homeowners. I am a homeowner and want
it stated that the exemption for homeowners should not be eliminated this
will cause much more financial hardship on the homeowners. Already we have
been hit hard by water, sewer, electric, home owners insurance and vehicle
tax increases. As a household that is employed through the government our
income has been decreased tremendously due to 10% increase in medical
premiums averaging ($157.00 a month less in take home pay), also 14 days
directed leave without pay (furlough) averaging another (161.00 a month
more taken away from our pay) totaling about $318.00 a month less in
income. Not to mention the payroll tax increase of 2% , if congress does
not extend it another year it will take another $40.00 a month away from
our salary. How is the citizens of Hawaii (home owners) going to survive
these economic tough times. Please City Council Do Not take away the real
property tax exemption from us homeowners.

Sincerely,

Cindy





From: Masuno, Dean

Sent: Tuesday, December 27, 2011 8:28 AM

To: CCLBC

Subject: FW: Proposal to Eliminate Real Property Tax Exemptions
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I’m forwarding comments from one of our constituents for your consideration.

Dean S. Masuno
Senior Advisor

Councilmember Tulsi Gabbard
530 S. King Street, Suite 202-G l Honolulu, HI 96813 l 808.768.5006 l www.OurHonolulu.org

Representing the people of Downtown Honolulu, Chinatown, Kaka’ako, Makiki, Tantalus, Punchbowl, Papakōlea, Pauoa Valley, Nu’uanu, Liliha, Alewa Heights, Kamehameha Heights, and Kalihi 
Valley.

Confidentiality Notice: This e-mail message, including any attachments, is for the sole use of the intended recipient(s) and may contain
confidential and/or privileged information. Any review, use, disclosure, or distribution by unintended recipients is prohibited. If you are not the
intended recipient, please contact the sender by reply e-mail and destroy all copies of the original message.

From: Debbie Soares [mailto:soaresd006@hawaii.rr.com]
Sent: Sunday, December 25, 2011 5:06 PM
To: Gabbard, Tulsi
Subject: Proposal to Eliminate Real Property Tax Exemptions

I have been trying to get information off the government website to no avail. So I decided to write you directly, since I am not
able to make a statement on the commission website. I live at 2116 Ladd Lane, in Pauoa Valley, on property that has been in
our family since the Great Mahele. We have held on to this property, because this is family land, I have my history and
genealogy on this property. I never knew about Kuleana exemptions until just recently, and have applied for the relief. Now
that I am retired, my income is fixed, knowing that assessments continuously go up, I considered taking advantage of this
exemption.

I received a copy of the commissions report and recommendations from OHA. They consistently state that everyone
(homeowners) needs to pay their fair share for the benefits and services provided by the City. I have paid my fair share over
that last forty years, and where have I received any benefits. Our roads have potholes. Every time they dig up the intersection it
takes four or five years for them to fix the holes and bumps. Pauoa Elementary needs repair, Booth park, needs repair. But
what do I see, they lay a new sewer pipe to take care of the new homes built up in the back of the valley. Pauoa road could use
a line down the middle of the road to keep traffic on one side, rather than running down the middle, and forcing drivers over.
There should be speed bumps near the school. SO WHAT BENEFITS. The Kuleana Exemption is held right now, by their report
by 37 families for an exemption of some $400K. Yet the governments up their in the Millions.

If you come up Pauoa Road, 2115 just built a home, that is being sold at $999,000. Foreigners purchase that property to flip a
profit. This will hurt me and my neighbors with the next assessment. There is no way this house is worth a million dollars. I
watched them build it, the top floor is refurbished, its not brand new, and the rooms are small. I even believe the contractor
was out of code, but I’m not an inspector.

The City should not depend on homeowners to foot the bill for the government. The disabled, the elderly and those with
Kuleana property have paid their dues, what more can you ask of them. I am not worried about credit unions, charitable
organizations, because that have a steady growth of income. But the rest of us are pretty much living from day to day. I ask
that you stop these repeals that they are recommending, and find a way to get our tax dollars from the feds and the state. The
City should have a commission, to study how to reduce expenses, how to secure biddings are not returned favors and things like
that. Fix the government and not tax the citizens. This goes for all three levels of government.





From: Wilma Wilson [wwilson2323@yahoo.com]

Sent: Tuesday, December 27, 2011 12:13 PM

To: CCLBC

Subject: Keeping Senior Citizen Property Tax Exemption
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Honolulu City Council
530 S. King St. #202
Honolulu HI 96813

Attn: Ernest Martin

Please, help us Senior Citizens to survive!
It’s so very expensive to live in these beautiful Islands that I love so very much. I have lived here now for 41
years.

Even though I am 88, I still have to work part-time just to survive.

I have lived in Discovery Bay since the bldg was erected in 1976. But with the Lease Rent going up FIVE times
what it was since 2007 I can barely make ends meet. Along with that, because of the economic downturn, we
have had a LOT of foreclosures in this building. Because of this, our monthly maintenance fee alone is now OVER
$640!!

Please, PLEASE, keep the Owner-Occupant AND Senior Citizen Property Tax exemptions! I am scared that I will
not be able to pay my property tax if you get rid of these exemptions!!!

Thank you so very much for reconsidering and realizing just how much we need your help.

Sincerely Yours,

Wilma Wilson
1778 Ala Moana Blvd. apt 1206
Honolulu,HI.96815







From: Dana E. Ware [deware@aol.com]

Sent: Tuesday, January 03, 2012 1:54 PM

To: CCLBC

Cc: Berg, Tom

Subject: Honolulu Real Property Taxes
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Dear Chairman Martin,

I am writing you to briefly discuss the Real Property Tax collections by the City and County of Honolulu.

I have reviewed the Preliminary Report of the Real Property Tax Advisory Commission and it seems to be a thoughtful
contribution to the dialog regarding the issue.
I agree with the Commission's observation that the City and County must control and reduce expenditures, which continue to rise.
We are living beyond our means.

I echo the Commission's observation that federal funding which has for some time been disproportionately lavished on Hawaii, is
likely to be reduced in years to come. I consider that it will be due to pressure on the federal budget and the inevitable and
dramatic reduction in seniority of the Hawaii representatives to the federal legislature.

With respect to homeowners exemptions, it should be continually reemphasized that property taxes are just one of many taxes
borne by Hawaii residents. By many independent measures, Hawaii residents bear one of the highest total rates of taxation in the
nation. Additionally, Hawaii residents bear the highest cost for electricty and gasoline in the nation on a regular basis. And
water/sewage costs are set to rise dramatically due to EPA settlements and other infrastructure demands. Please keep such
related issues in mind as you review Real Property Taxation.

With respect to nonprofit charitable entities who receive preferential property tax treatment, one thing should be made clear.
Many of them are extremely wealthy organizations, to wit Kamehameha Schools. Their $300 tax rate is ludicrous and insulting to
the citizenry. Their primary argument regarding their preferential treatment is that if they were taxed equitably, like others, they
would not be able to do their good for society. As a result, homeowners for the most part, subsidize their good work and money-
making, even if it is classified as nonprofit. Who is looking out for the homeowners who are contributing their share of property
taxes, and striving to maintain their lifestyle so that they do not require the support of such charitable organizations?

I agree with the Commission's conclusion regarding the exemption for Credit Unions.

I agree with the Commission's conclusion regarding the exemption regarding Kuleana Lands.

I do not fully understand the necessity for preferential tax treatment for historical buildings, whether commercial or residential.

Thank you for the opportunity to provide these brief comments.

Dana E. Ware
Kapolei



From: Kiersten Faulkner [Kiersten@historichawaii.org]

Sent: Wednesday, January 04, 2012 6:53 PM

To: CCLBC

Subject: HHF Comments on Tax Commission Report

Attachments: HHFComments_RealPropertyTaxAdvisoryCommissionReport_04Jan12.pdf
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Aloha Councilmember Martin,

Please see the attached comments from Historic Hawai‘i Foundation on the Real Property Tax Advisory Commission’s report and
recommendations, as they relate to property tax exemptions for historic residential and commercial properties.

HHF’s full comments are attached. In summary, HHF recommends that the City retain its existing property tax exemption for
historic properties dedicated for preservation; give the recent amendments and implementation a proving time to determine if
they are effective; and table the Commission’s recommendations in this regard. The Commission’s recommendations could be
revisited if and when the City determines that it will develop a comprehensive program for historic preservation incentives,
regulations, and professional management, with accompanying staffing and administrative support.

Please let me know if you have any questions or would like further discussion of this issue. Thank you for the opportunity to
comment.

Thank you,
Kiersten Faulkner

Kiersten Faulkner, AICP
Executive Director
Historic Hawaii Foundation
680 Iwilei Rd., Ste. 690
Honolulu, HI 96817
Tel: 808-523-2900
FAX: 808-523-0800
Email: kiersten@historichawaii.org
WEB: www.historichawaii.org

To become a member or make a contribution through our secure website, use the link below!



Historic Hawai‘i Foundation  
680 Iwilei Road, Suite 690 • Honolulu, HI 96817 • Tel: 808-523-2900 • FAX: 808-523-0800 • www.historichawaii.org 

Historic Hawai‘i Foundation was established in 1974 to encourage the preservation of historic buildings, sites and communities on all the 
islands of Hawai‘i.  As the statewide leader for historic preservation, HHF works to preserve Hawai'i’s unique architectural and cultural 
heritage and believes that historic preservation is an important element in the present and future quality of life, environmental 
sustainability and economic viability of the state. 
 

 
To: Honolulu City Council  
 The Honorable Ernest Martin, Chair 

From: Kiersten Faulkner 
 Executive Director, Historic Hawai‘i Foundation 

Date: January 4, 2012 

RE: Historic Hawai‘i Foundation’s comments on the Real Property Tax 
 Advisory Commission Report 
 
On behalf of Historic Hawai‘i Foundation (HHF), I am writing in response to your request for comments 
on the Real Property Tax Advisory Commission’s Report as it relates to the Historic Preservation Tax 
Exemptions. 
 
The existing tax exemption for residential and commercial historic properties is the City & County of 
Honolulu’s only systematic program to encourage the perpetuation of Oahu’s architectural heritage and 
historic legacy.  The City does not employ preservation planners, historic architects, historic landscape 
architects, architectural historians or other qualified preservation professionals on staff, either in its Real 
Property Assessment Division or in the Department of Planning & Permitting; Honolulu does not have 
regulations prohibiting demolition of historically significant properties or mandatory design guidelines to 
regulate alterations to historic structures; Honolulu does not have a local preservation commission or 
participate in the state’s certified local government program for a comprehensive preservation approach. 
 
In short, the City has chosen a public policy that relies on a single incentive program to encourage the 
preservation of its heritage: property tax exemptions.  The current tax exemption was the subject of intense 
scrutiny, fierce debate, numerous public hearings and reviews, and ultimately changes to strengthen the 
clarity, conditions and enforcement of the preservation program.  Those changes were promulgated in 
September 2011 and the initial compliance period is still underway. 
 
HHF recommends that the City retain its existing property tax exemption for historic properties 
dedicated for preservation; give the recent amendments and implementation a proving time to 
determine if they are effective; and table the Commission’s recommendations in this regard. The 
Commission’s recommendations could be revisited if and when the City determines that it will develop a 
comprehensive program for historic preservation incentives, regulations, and professional management, 
with accompanying staffing and administrative support.  
 
PROPERTY TAX EXEMPTIONS FOR HISTORIC PROPERTIES 
On O‘ahu, 259 residential and six commercial properties were approved for the 2012 historic preservation 
property tax exemptions.  Approximately 80% of the historic homes receiving the exemption are assessed at 
less than $1M. 

http://www.historichawaii.org/


Historic Hawai‘i Foundation  
680 Iwilei Road, Suite 690 • Honolulu, HI 96817 • Tel: 808-523-2900 • FAX: 808-523-0800 • www.historichawaii.org 

Historic Hawai‘i Foundation was established in 1974 to encourage the preservation of historic buildings, sites and communities on all the 
islands of Hawai‘i.  As the statewide leader for historic preservation, HHF works to preserve Hawai'i’s unique architectural and cultural 
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Most recent figures available (for FY11) showed total assumed foregone real property taxes of $967,679 for 
historic residential properties and $305,586 for historic commercial properties. Assumed foregone property 
tax exemptions for all 53 exemptions combined total about $272 million.  Historic property tax exemptions 
comprise only 4.7% of all foregone taxes, and represent about infinitesimal .0005% of the City’s $1.7 billion 
operating budget. 
 
The City’s real property tax exemption program offers owners of registered historic properties an economic 
incentive to preserve and protect these significant resources.  The tax exemption program allows owners to 
have some financial relief in the face of economic pressure to demolish, subdivide, redevelop or otherwise 
destroy historic properties. Economic incentives for historic preservation are vitally important, and the 
property tax exemption program helps to make preservation of our historic homes and neighborhoods 
affordable when they may otherwise be at risk.   
 
Under the current exemption, historic homes that are dedicated for preservation and that meet certain 
conditions of historic significance, visibility, condition, and a posted plaque may be exempted from real 
property tax.  If the petition is approved, and if the homeowner remains compliant with the conditions, 
occupants of homes receiving the exemption pay the minimum property tax. 
 
In June 2011, the City & County of Honolulu amended its property tax exemption for historic homes 
dedicated for preservation to clarify and strengthen the conditions for receiving the property tax exemption.  
Those new rules and conditions are currently being implemented and enforced.  Rules were promulgated in 
September. 
 
There is also an exemption for commercial properties that are listed on the Hawai‘i Register of Historic 
Places after January 1, 1977. Owners of these properties are afforded a 50% reduction in their property tax 
liability provided they meet certain requirements including recording a maintenance agreement with the 
Bureau of Conveyances. 
 
COMMISSION’S REPORT 
The Commission’s recommendations related to the historic preservation exemption state that it feels that 
the flat exemption amount that is currently applied to all historic residential properties is unfair and believe 
that historic residential real property should be afforded relief by applying an assessment ratio that results in 
a valuation that is less than fair market value, and that actual qualified maintenance expenditures be allowed 
to offset any remaining real property tax liability but no less than the minimum tax. The Commission 
recommends, and assumes, that the qualified expenditures would be certified by the State historic 
preservation office. 
 
HHF’S RECOMMENDATIONS 
The historic property exemptions are immaterial to the City’s overall budget and are dwarfed by much larger 
equity issues between residential and commercial rates, homeowner exemptions and other tax policy issues.  
Therefore, we feel that this discussion should be framed not as a financial debate but rather as a 
preservation issue. 
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Historic Hawai‘i Foundation was established in 1974 to encourage the preservation of historic buildings, sites and communities on all the 
islands of Hawai‘i.  As the statewide leader for historic preservation, HHF works to preserve Hawai'i’s unique architectural and cultural 
heritage and believes that historic preservation is an important element in the present and future quality of life, environmental 
sustainability and economic viability of the state. 
 

 
HHF’s disagrees with the Commission’s recommendations, primarily because the administrative burden for 
appropriate, consistent and standardized implementation would cost far more than any additional taxes 
collected, while still not achieving preservation outcomes.  As both preservation and fiscal policy, the 
recommendations fall short. 
 
For the Commission’s proposed system of reimbursable expenses to be successful, all work done to historic 
structures receiving the exemption (and, ideally, to all historic structures) would need to be reviewed by 
qualified preservation professionals.  It is unrealistic to assume that the State Historic Preservation Division 
would do the City’s job for it.  Therefore, the City would need to establish a preservation program, with 
commensurate staffing and administrative support, to implement a review process to ensure that the 
projects are in keeping with the Secretary of the Interior’s Standards for Rehabilitation, national standards 
that should be followed when undertaking work on a historic property.  
 
Additionally, maintenance work is rarely done at the same level every year; some maintenance (e.g. roofing, 
termite treatment, painting) is done periodically as needed, and the associated expenses vary year to year. In 
that case, tax exemptions should be allowed to be claimed over a period of up to five years, rather than 
having to apply their qualifying expenditure to the tax year only in which they undertook the work. 
 
Although a reimbursement system could assist homeowners who are committed to preserving historic 
properties, it does not meet the second purpose of providing a disincentive for demolition by future owners. 
The current flat exemption includes punitive measures (payment of back taxes with interest) should an 
owner fail to preserve the historic property.  This is an important preservation incentive when properties 
transfer; it would be lost if the maintenance-only system were adopted. 
 
The Commission also suggests that it would not be unreasonable to allow owners of income-producing 
residential property to receive tax relief, as sometimes it is necessary for a property to generate income in 
order to be preserved. HHF agrees that income-producing residential properties should be granted tax relief 
for maintaining their historic structures. Care should be taken, however, to ensure that the change in use 
does not result in the property being altered in a way that is not in keeping with the preservation standards. 
 
Therefore, HHF recommends that the City retain its existing property tax exemption for historic 
properties dedicated for preservation; give the recent amendments and implementation a proving 
time to determine if they are effective; and table the Commission’s recommendations in this 
regard. The Commission’s recommendations could be revisited if and when the City determines that it will 
develop a comprehensive program for historic preservation incentives, regulations, and professional 
management, with accompanying staffing and administrative support.  
 
Thank you for the opportunity to comment. 

http://www.historichawaii.org/












From: JR Robinson [jr@fphawaii.com]

Sent: Friday, January 06, 2012 8:53 AM

To: CCLBC

Subject: Public Comment Submission Regarding the Commission's Recommendations Pertaining to the Real Property
Tax Exemption for Historic Homes

Attachments: ADDENDUM TO THE PRELIMINARY REPORT OF THE REAL PROPERTY TAX ADVISORY
COMMISSION.pdf

Page 1 of 1

Attached please find public comments I am submitting in addendum to the Real Property Tax Advisory Commission’s December

9th, 2011 report. If any further information is required or if these comments should be submitted in a different format, please
let me know. Thank you.

-J.R. Robinson



ADDENDUM TO THE PRELIMINARY REPORT OF THE 

REAL PROPERTY TAX ADVISORY COMMISSION: 

Public comments regarding proposed changes to the historic residential 

homes property tax exemptions 
 

January 2, 2012 

 

To Whom It May Concern: 

 This communication offers the following comments in addendum to the December 9
th
, 

2011 Preliminary Report of the Real Property Tax Advisory Commission - 

 

 The first sentence of section of the Commission’s report pertaining to the property tax 

exemption for historic residential properties reads, “No doubt a major impetus for the 

creation of this Commission was the controversy generated by the blanket exemption 

granted to historic residential real property.”  It should be acknowledged that revenue 

“lost” to the historic homes property tax exemption represents a tiny fraction (.1-

.2%) of the $1.085 billion city budget.  The controversy surrounding this issue is, 

unfortunately, occupying a disproportionate share of and is a distraction to the 

budget debate.  Even the complete elimination of the historic homes tax exemption 

would have almost no impact on the operating budget. 

 

 The Commission should be commended for pointing out that, aside from the property tax 

exemption for homes on the state Historic Register, “…there are no laws in place that 

prohibit the destruction or removal of such properties.”  If a primary goal of the 

Commission is to seek out ways to increase revenue, instead of altering the real 

property tax exemption (and, thus, reducing or eliminating the state’s sole statutory 

preservation incentive), a better alternative might be to enact restrictions that 

generate revenue punitively.  In addition to adding revenue to the state, such actions 

might go a long way toward protecting important old homes that are not on the 

Historic Register. Potential examples might be as follows: 

(1)  Institute a high fee for permits to demolish homes constructed before WWII. 

(2)  Raise the fee for the disposal of residential demolition material into Oahu landfills.  

(Note:  This might also encourage recycling of construction materials.) 

(3) Require homeowners who de-list their homes from the Historic Register to repay 

ALL back taxes since listing, plus the current 12% interest penalty. 

 

 Although the Commission was clearly thoughtful in its deliberations, the 

recommendation that the historic homes property tax exemption be tied to “qualified 

maintenance expenses” is both ill-conceived public policy and poor tax policy.  With 

respect to the former, the primary public policy goal is obviously to create incentives to 

preserve the state’s architectural history for future generations (i.e., for perpetuity).  

However, shifting from a pure property tax exemption to maintenance expense 

reimbursement completely eliminates the preservation incentive when historic 

properties transfer from one owner to the next.  Simply stated, maintenance cost 

reimbursements provide absolutely no preservation incentives for a buyer of an 

historic home who is predisposed to demolish and develop.  Additionally, the 

maintenance expense reimbursement plan is poor tax policy, as it would almost certainly 

create an additional administrative burden and expense for the Office of the Tax 

Collector to collect, review, and verify piles receipts submitted by homeowners.   



 I respectfully disagree with the Commission’s suggestion that the amount of the real 

property tax exemption should be tied to a ratio based upon fair market value and with 

the notion that the exemption amount should be different for higher valuation homes than 

for lower value historic homes.  From a behavioral economics perspective, providing 

the same property tax exemption, regardless of assessed value, provides a powerful 

incentive to preserve the property from one owner to the next.  Applying the 

measure in this fashion encourages preservation of ALL sizes and types of 

architecturally important and/or historic homes. The effectiveness of this incentive 

structure is well documented throughout the United States. 

 

 While the Commission was dutiful in citing examples of wonderful grand homes that 

have, to our great detriment, been demolished over the years, it is a mistake to suggest 

either (1) that only large estates merit preservation, or, (2) the converse, that only modest 

homes need the tax exemption  (presumably, since owners of large homes can afford to 

pay).  From a public policy perspective, both the grand estates and the 

architecturally important modest residential houses contribute to Oahu’s nostalgic 

sense of place, and we should seek to preserve them all.   

 

 To the extent that the public policy debate has been influenced by the perception that the 

property tax exemption for historic homes only benefits affluent homeowners, it should 

be noted that approximately 80% of the 255 state-registered historic homes on Oahu 

are assessed for less than $1 million. 

 

 It is unfortunate that the historic homes property tax exemption discussion has been 

framed as a social equity debate.  The issue is not rich vs. poor.  At issue is the 

importance of preserving the remarkably small remaining number of properties 

that comprise Oahu’s historic landscape.  This legacy is being lost at an alarming rate.  

Using my own district of Manoa as an example, 2011 alone saw the demolition of six of 

the approximately 300 remaining pre-WWII homes in the valley.  Although most of these 

homes were modest residential structures, their loss (and replacement with modern 

construction) undeniably diminishes the historic charm of the neighborhood and 

represents a permanent, tangible economic loss to surrounding property owners.  

Similarly, a large historic estate near the University has recently been taken off the 

Historic Register to pave the way for development by a new owner.  These irreplaceable 

losses are not unique to Manoa.  Indeed, these are merely the latest examples of Hawaii’s 

sad regressive history of failing to preserve its architectural legacy and culture. 

 

In closing, I hope these comments will be received constructively and will be useful to the 

Commission and the City Council in their decision making. 

 

Sincerely, 

J.R. Robinson 

Manoa Resident 

 

The author brings to this debate an academic and professional background in economics as well 

as a personal background in historic home preservation.  He is the owner of a restored 1924 

home in Manoa.  His home is not currently listed on the Historic Register. 

 

ATTACHMENT:  Photo Essay 

 



A Community That Fails to Preserve Its History Has No Future. 
 

     The photographs below offer a few examples of the thousands of architecturally important old 

homes on Oahu that have been demolished over time in favor of new development.  The 

examples range from modest plantation-style bungalows to Victorian mansions.  All once 

contributed to Oahu’s character and sense of place, and all are gone forever.  In considering these 

photos, the viewer is asked to consider the following questions – 

 

Were our neighborhoods improved after these old homes were destroyed, or did we suffer a loss? 

 

Are we, as a community, being shortsighted by failing to take greater measures to preserve the 

rapidly diminishing number of architecturally significant old homes on Oahu? 

 

 

BEFORE – Manoa Road 2010      AFTER –     Manoa Road 2011   

(Colonial Revival circa 1922)    (Demolished for new construction) 

               
 

 

 

BEFORE – Nehoa Street (2011)   AFTER – Nehoa Street (2012)  

    1930s  Makiki Bungalows    Same View - New Construction 

           
 

 

 

 



As the following photos illustrate, our community has a long history of failing to 

preserve its historic past.  Unfortunately, the loss of the beautiful old houses that give our 

neighborhoods character and charm happens incrementally so that we do not notice how 

very much we have lost until we stop and look back. 

 

BEFORE   – Spreckles Mansion (Punahou St.)  AFTER – Present View 

                           
 

 

 

 

BEFORE – Wilder & Metcalf (c. 1915)  AFTER – Today (7-11 Station) 

             
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 The following grand estates have been gone for nearly a century.  When we look 

at the unsightly structures that occupy the same landscapes today, can we not recognize 

how foolish we have been in letting them go?  Though greatly diminished in number, 

there are beautiful old homes and estates of all sizes in every City Council district on 

Oahu.  As a community, we should learn from our previous failures and seek to preserve 

and cherish what remains. 

 

 

PARADISE LOST – The Haleiwa Hotel c. 1915 

 
 

 

 

 

PARADISE LOST – Honolulu High School (Former Residence of Princess Ruth)  

c. 1900.  [Now the site of  Pali Safeway Supermarket] 

 

 



From: Tam, Steven [STam@aarp.org]

Sent: Friday, January 06, 2012 8:53 AM

To: CCLBC

Cc: Stanton, Barbara; Bottorff, Bruce

Subject: Budget Committee Testimony - Real Property Tax Advisory Commission Report

Attachments: Rpt of Real Prop Tax Advisory Commission 01 06 11 AARP.pdf
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Please see attached AARP testimony on the Real Property Tax Advisory Commission Report. Thank you.

Steve Tam
AARP Hawaii
Director of Advocacy
1132 Bishop St., Suite 1920, Honolulu, HI 96813-2813
Office: (808) 545-6005 | Fax: (808) 537-2288 | Email: stam@aarp.org



 
 

 

 
  
To:   City Council Budget Committee 
 Chair Ann Kobayashi, Budget Committee 
 
Date: January 6, 2012 
 
Re: Preliminary Report of the Real Property Tax Advisory Commission, Dated December 

2011 
 
 
Chair Kobayashi and Committee Members: 
 
My name is Barbara Kim Stanton, State Director of AARP Hawaii.   AARP is a membership 
organization of people 50 and older with nearly 150,000 members in Hawaii.   We are committed to 
championing retirement and financial security; access to affordable, quality health care for all 
generations, providing the tools needed to save for retirement, and serving as a reliable 
information source on issues critical to Americans age 50+. 

AARP offers the following comments on the Preliminary Report of Real Property Tax Advisory 
Commission, which conducted a review of the City & County of Honolulu’s real property tax 
system.   Our comments specifically relate to the elimination of the home exemption (homeowners 
age 64 or under); home exemption (home owners age 65 and over), and the “in lieu of” home 
exemption. 

AARP’s comments are as follows: 

• AARP is concerned that in a high cost-of-living state like Hawaii, seniors on fixed incomes 
are already struggling to make ends meet and the proposed elimination of home 
exemptions would be a financial hardship for many. The elimination of the home exemption 
would be a form of a tax increase on seniors who would then have less income to pay for 
daily living expenses.   

• AARP agrees with the Commission that if exemptions are eliminated that there should be a 
decrease in real property tax rates, so as not to create a windfall in tax revenues. 

• The elimination of exemptions will most impact individuals with lower incomes, and tax relief 
should be considered for individuals unable to pay by increasing the amount of  the 
County’s real property tax credit, and/or revising eligibility requirements by: 

o Reducing the maximum percentage of income that a qualifying homeowner is 
expected to pay in property taxes.   E.g., Currently, the tax credit threshold is 3% of 
income if age 75 and over, and 4% of income if age 74 and under. 

o Reducing the age requirement from 75 years and over, to a lower age bracket, for 
the determination of the maximum percentage of income that a qualifying 
homeowner is expected to pay for property taxes. 

o Increase the combined income “ceiling” that determines the eligibility for the credit 
and the property tax amount. 

• The Council should consider the creation of a property tax deferral program for seniors 
unable to make property tax payments. Such a program would allows property owners to 
defer payment of property taxes until the property is sold, transferred, or the owner dies.   



AARP 
Report of Real Prop Advisory Commission 
January 6, 2012 
Page 2 of 2 
 

 
Eligibility requirements may include income; age; occupancy status; length of residency in 
the home; and length of residency in the county.  Approximately 26 states have such 
property tax deferral programs. 

Thank you for the opportunity to provide testimony.  

 



From: Lisa Cook [lcook@kualoha.org]

Sent: Friday, January 06, 2012 11:01 AM

To: CCLBC

Subject: real property tax for non-profits
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Aloha,
I would like to support the position of HANO to not change the tax laws which provide exemptions from real property
tax for non-profits. Non-profits, such as Ku Aloha can have a difficult time finding space and accepting landlords, and
we are paying standard market rates already. The exemption encourages landlords to partner with non-profits and
moreover, some of them will pass on the savings to the non-profit in reduced rent rates. If this is changed, then non-
profits will be hurt in more ways than just fiscal and we would like that consideration to be heard.
Thank you for this opportunity to be heard.
Mahalo Nui,

Lisa Cook, ACSW, LSW
Executive Director
Ku Aloha Ola Mau
1130 N. Nimitz Hwy. Ste. C302
Honolulu, Hawaii 96817
PH: (808) 538-0704
Direct line: (808) 566-8234
FAX: (808) 538-474
Email: lcook@kualoha.org
website: www.kualoha.org



From: Dennis Tanimoto [dtanimoto@hcul.org]

Sent: Friday, January 06, 2012 11:24 AM

To: CCLBC

Cc: Martin, Ernie; Figueira, Laura

Subject: Comments to Real Property Tax Advisory Commission Report

Attachments: Letter in response to the RPTAC report.pdf
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Attached is the comment letter submitted by Hawaii Credit Union League in response to the preliminary report of the Real
Property Tax Commission. Please include the letter in the addendum to the Commission’s report.

Mahalo,

Dennis K. Tanimoto, CAE | President & Chief Executive Officer | Hawaii Credit Union League
1654 South King Street | Honolulu, HI | 96826-2097
Main phone: 808.941.0556 x 400 | Direct phone: 808.203.6400

This message is only intended for the addressee named above. Its content may be privileged or otherwise protected. Any unauthorized use, disclosure or copying of this message or its
contents is prohibited. If you have received this message by mistake, please notify us immediately by reply mail or by collect telephone call. Any personal opinions expressed in this
message do not necessarily represent the views of Hawaii Credit Union League.
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January 6, 2012 
 
 
The Honorable Ernest Martin, Chairman 
   and Members 
Honolulu City Council 
530 South King Street 
Honolulu, HI  96813 
 
Dear Chairman Martin and Members of the Council: 
 

Re:  Preliminary Report of the Real Property Tax Advisory Commission 
 
Thank you for the opportunity to comment on the above-referenced subject.  The credit unions 
of Hawaii strongly oppose the recommendations of the Real Property Tax Advisory Commission 
(hereinafter the “Commission”) to repeal or reduce credit unions’ real property tax exemption. 
 
The Commission Report Said 
 “(R)eal property taxpayers are being asked to subsidize the benefits credit unions afford their 
members such as paying higher interest rates on deposits and extending lower interest rates on 
it [sic] loans to members.  Thus, the Commission questions the validity of this exemption and 
recommends that the Council consider complete repeal of the exemption.” 
 
Our Response 
Hawaii credit unions were formed as nonprofit financial cooperatives pursuant to the Federal 
Credit Union Act of 1934.  That law was enacted near the end of the Great Depression for the 
purpose of promoting thrift among members and creating a source of credit for provident or 
productive purposes.  Now, near the end of the Great Recession, such affordable financial 
services are needed more than ever, especially for people of modest means. 
 
In a speech delivered to a credit union conference in February 2004, then Secretary of the 
Treasury John Snow, put it best.  He said, "You're in the business to do good, as well as to do 
business. That's clear from your motto: ‘Not for profit, not for charity, but for service.’  And let me 
say to you that I understand you are for service and not for profit, which is the fundamental 
reason why this talk of taxation of your industry and what you do is something we (the George 
W. Bush administration) oppose.  I think I said here last year that you always get less, it's a 
truism I think in economics, you always get less of anything you tax.  [Emphasis added.]  Well, 
we don't want to get less of what you do." 
 
Unlike for-profit financial institutions that are able to access capital from external sources, such 
as issuing additional stock or acquiring subordinated debt, a credit union can strengthen its 
capital only by retention of net income.  Capital is needed to support growth and as a reserve for 
contingencies.  Consequently, as observed by Secretary Snow, taxation will diminish the growth 
of credit unions and their ability to serve more members.  Timing is also an issue, as net income 
of credit unions has been severely impacted by the global financial crisis. 
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Credit unions’ real property tax exemptions should not be considered a subsidy to benefit a few 
individuals.  Instead, the exemptions are a means to contribute to the financial wellness of 
nearly 811,000 credit union members in Hawaii, similar to the way tax-exempt nonprofit 
healthcare agencies contribute to the medical wellness of citizens.    
 
The Commission Report Said 
“The Commission notes that on one hand those that have a limited field of membership only 
serve that defined field of membership and not the community at large.  Conversely, the 
Commission notes that for those credit unions that have a field of membership that is 
community based, one has to question whether or not those institutions maintain a competitive 
advantage over traditional financial institutions. Should the Council determine that this repeal 
may be politically unacceptable, consideration should be given to applying an assessment ratio 
as recommended above for other nonprofit organizations, albeit at a higher ratio than that 
granted to Section 501(c)(3) organizations.” 
 
Our Response 
All credit unions have limited fields of membership, as required by the aforementioned Federal 
Credit Union Act.  Fields of membership can be occupation-based (such as employees of the 
state or county government), association-based (such as members of a labor union), or 
community-based (living or working within a well-defined local community).  Regardless of the 
field of membership type or asset size, all credit unions are deserving of the exemption from real 
property taxes because of their structure, purpose, and public benefit.  Furthermore, community-
based credit unions do not maintain a competitive advantage over what the Commission labels 
“traditional” financial institutions. 
 
As to structure, credit unions are nonprofit financial cooperatives that are owned and operated 
by members.  Unlike for-profit corporations where financial benefits accrue to a relatively small 
group of private investor-stockholders, financial benefits of credit unions accrue to all owner-
members.  Also, unlike for-profit corporations, voting power is greater for those owning more 
stock, credit unions are democratically controlled, with each member having one vote, without 
regard to the amount on deposit.  Additionally, unlike for-profit corporations, directors are unpaid 
volunteers who are elected by fellow members of the credit union without the use of proxies. 
 
As to purpose, credit unions fulfill the statutory purpose of promoting thrift among members and 
creating a source of credit for provident or productive purposes.  Members come from all walks 
of life, as evidenced by the vast membership of Hawaii credit unions mentioned earlier.  With a 
credit union membership penetration rate of approximately 60 percent of the state’s resident 
population, Hawaii has one of the highest penetration rates in the nation.  That would not have 
been possible if the credit unions of Hawaii were not fulfilling their purpose. 
 
As to public benefit, credit unions are an alternative provider of affordable financial services.  
Especially in this time of unprecedented uncertainty – where other financial service providers 
have lowered deposit interest rates to almost zero, tightened loan underwriting standards, and 
raised fees – credit unions have been a welcome beacon of hope.  The effect of credit unions in 
the marketplace is not limited only to credit union members but flows to customers of banks as 
well, since banks have to consider credit unions’ pricing when setting their rates and fees. 
 
As to community-based credit unions maintaining a competitive advantage over “traditional” 
financial institutions, credit unions are nonprofit cooperatives owned by members whereas 
banks are for-profit corporations owned by private stockholders.  Furthermore, community credit 
unions must serve a limited local community and cannot serve wide geographic expanses as 
banks can, the range of products and services credit unions are permitted to offer is far  
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narrower than for the range of products and services banks are permitted to offer, access to 
capital is far more limited for credit unions than for banks, credit unions cannot compensate 
directors whereas banks can, and the list goes on and on.  Hawaii’s 83 credit unions collectively 
had $9.3 billion as of September 30, 2011.  This pales in comparison to Hawaii’s six commercial 
banks, two savings banks, and one depository financial services loan company, which 
collectively had $40.6 billion in assets as of the same date.  When institutions’ assets are 
compared individually, the size difference between credit unions and “traditional” financial 
institutions becomes even more pronounced, thereby dispelling the notion of competitive 
advantage. 
 
Conclusion 
Credit unions should not be treated like for-profit financial institutions because they are 
inherently different in structure, purpose, and public benefit.  Justification for the credit unions’ 
real property tax exemption has remained unchanged over the years.  Therefore, we strongly 
oppose repealing or reducing the real property tax exemption of credit unions. 
 
Respectfully, 
 

 
Dennis K. Tanimoto 
President 
 
 



From: Dorothee Blotzke [dsblotzke@hinamauka.org]

Sent: Friday, January 06, 2012 11:34 AM

To: CCLBC
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Subject: Hina Mauka Testimony - Nonprofit Tax Exemption

Attachments: Nonprofit Tax Exemption_Hina Mauka.pdf
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Aloha City Council Members,

Please see our attached testimony in regards to proposed property tax changes, recommended by the Tax Advisory Commission.

We hope the City Council is able to preserve the nonprofit tax exemption, and appreciate the opportunity to submit testimony.

Respectfully,

Dorothee S. Blotzke
Executive Assistant

Hina Mauka
www.hinamauka.org
45-845 Po'okela Street, Kaneohe, HI 96744
Phone 808-236-2600 ext. 228



HINAMAUKA 

Members of the Honolulu City Council 
530 S. King Street, Room 202 

Honolulu, HI 96813 

January 5, 2012 

Dear Council Members: 

Hina Mauka opposes proposed changes to the real property tax rate for non-profit 

entities. 

At this time of budget cuts and increasing demands for essential non-profit programs and 

services, any change in the real property tax for non-profits would mean a reduction in 

services to the public, and may jeopardize the survival of many nonprofit organizations. 

Non-profits need the tax exemption on real property; these programs provide much 

needed services which government is not able to provide. If these agencies cannot survive 

with the additional tax burden, the services would likely need to be provided by 

government at a much higher cost. 

Taxing non-profit entities may reduce the amount of charitable contributions that go 

toward services, and may have to be applied towards meeting taxes. The public would 

react negatively, potentially reducing giving and volunteering. 

We urge you to not change the real property tax for nonprofit entities. 

45-845 Po'okela Street, Kaneohe, Hawaii 96744 

Phone (808) 236-2600 · Fax (808) 236-2626 



From: Vicki Galam [vicki.galam@catholiccharitieshawaii.org]

Sent: Friday, January 06, 2012 12:37 PM

To: CCLBC

Cc: Jerry Rauckhorst; Tina Andrade

Subject: Statement in Opposition to Real Property Tax for Non-Profit Organizations

Attachments: City Council- Real Prop Tax for NP Orgs-OPPOSE 1-5-12.doc
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Dear Sir/Madam,

Attached please find Catholic Charities Hawaii’s statement in opposition to the Real Property Tax Advisory Commission’s
recommendation that non-profit organizations pay higher real property tax.

Mahalo,

Vicki Galam

Vicki Ong Galam

CATHOLIC CHARITIES HAWAI‘I
Executive Administrative Assistant
1822 Ke'eaumoku Street
Honolulu, HI 96813
Phone (808) 527-4878
Fax (808) 527-4879
vicki.galam@catholiccharitieshawaii.org
www.CatholicCharitiesHawaii.org
Find us on Facebook:
www.facebook.com/CatholicCharitiesHI
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Date: January 6, 2012

TO: Members of the Honolulu City Council

FROM: Jerry Rauckhorst, President and CEO, Catholic Charities Hawai‘i

RE: Statement in Opposition to Real Property Tax for Non-Profit Organizations

Catholic Charities Hawai‘i respectfully urges the City Council of Honolulu NOT to adopt the
recommendations of the Real Property Tax Advisory Commission that would mandate non-
profit entities to pay higher real property taxes. Even if non-profits were taxed at a percentage less
than full market value, this tax would have a severe impact on their services to the community.

Catholic Charities Hawai‘i serves tens of thousands of Hawai‘i residents each year in over 30 programs.
The levy of additional property taxes would seriously impact our ability to serve the elderly with
transportation, housing assistance, respite, and other senior services; to help homeless families get off
the streets; to help people in need who call for information and referral; to give youths a second chance
at life through therapeutic foster homes; to counsel individuals facing challenging situations and who
may be victims of abuse.

Any increase to the existing real property tax assessed to non-profits will directly impact the bottom
line of non-profit entities. Non-profits are already struggling to maintain services they provide in
partnership with the government sector. A good example is the Ma‘ili Land Transitional Housing
Program. This program, operated by Catholic Charities Hawai‘i, is a 44 unit transitional housing
project, which is critical to helping homeless families get off the streets, put their lives back on track
and move onto permanent housing. It is located on two adjoining parcels of land, conveyed to
Catholic Charities Hawaii by the City and County of Honolulu, for the specific purpose of serving low
to moderate income families. Adding additional expenses to this project, such as property taxes, would
severely jeopardize the sustainability of this program. Last year, Ma‘ili Land served 306 homeless
people and helped 100 homeless transition to permanent housing.

It is important for the City Council to understand that the assessed value of a non-profit’s real property
does not reflect their ability to pay an increase in the real property tax.

Furthermore, an increase in the property tax could also impact the public’s willingness to donate
monies to non-profits. Donors generally want their charitable donations to go towards community
services, not taxes. These new taxes could have the effect of discouraging giving and volunteering.

In conclusion, we urge the City Council of Honolulu to NOT adopt the recommendations and to
maintain the current Real Property Tax rate. Mahalo for your consideration and continued partnership
with non-profits for the common good of our community.
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From: ourtutu567@aol.com
Sent: Friday, January 06, 2012 1:25 PM
To: CCLBC
Subject: Real Property Tax Exemptions

I am an 81 yr old retired property owner. I purchased my condo after
selling my home in 1994 and before retiring at age 70.

Without the exemption I have been privledged to have the past few years,
owner occupant, age related and low- income, I would be hard pressed and
quite possibly unable to pay my Real Property Tax.

Currently my exemption is "IN LIEU OF HOME EXEMPTION CLAIM FOR 75 YEARS AND
OLDER FOR LOW INCOME HOUSEHOLDS"
pARCEL 1-2-6-028-040-0126

I know I am noy the only senior with this concern. Please retain these
exemptions.

Thank you for considering this request.
Sincerely,
Margaret A. McLeod

2600 Pualani Way # 2703
Honolulu, HI 96815



From: brookhartlaw@gmail.com on behalf of Brook Hart [hartlaw@hawaii.rr.com]

Sent: Friday, January 06, 2012 2:48 PM

To: CCLBC

Subject: "Preliminary Report of the Real Property Tax Advisory Commission"

Page 1 of 1

The Honorable Ernest Martin
Chairman, Honolulu City Council
530 South King Street, Room 202
Honolulu, Hawaii 96813-3065

Dear Chairman Martin:

In the second paragraph of page 22 of the "Preliminary Report of the Real Property Tax Advisory Commission,"
there are two typographical errors. First, the word "to" is missing between the word "opportunity" and the word "see."
Second, the sentence that reads "Therefore, it does seem unreasonable to allow owners of such historical residential
properties to utilize the properties to generate resources that would assist in the cost of maintaining and preserving the
historic structure" should read: "Therefore, it does not seem unreasonable to allow owners of such historical residential
properties to utilize the properties to generate resources that would assist in the cost of maintaining and preserving the
historic structure."

Sincerely,

Brook Hart

Law Offices of Brook Hart
333 Queen Street, Suite 610
Honolulu, Hawaii 96813
Telephone: 808-526-0811
Facsimile: 808-531-2677
Website: http://www.hart-law.net
Admitted to practice in Hawaii, California and New York



From: Louis Erteschik [Louis@hawaiidisabilityrights.org]

Sent: Friday, January 06, 2012 3:48 PM

To: CCLBC

Page 1 of 1

I am writing on opposition to the proposal in the Preliminary Report of the Real Property Tax Advisory Commission to eliminate
the property tax exemption for non - profit organizations.

Speaking on behalf of non- profits in general, I can say that many perform essential functions serving those who depend on
society’s safety net and that they operate on budgets with very limited margins, such that additional expenditures may result in
their cessation of services or closure.

Speaking specifically for our agency, we lost our state funding for the past two fiscal years , and as a result have had to curtail
services. Our current operating budget factors in an office rental based upon a calculation using the rate provided by the tax
exemption. If the exemption were eliminated, it would lead to a substantial increase in our rent and further impact ability to
serve those in the community who are individuals with disabilities.

For those reasons, we submit this testimony in opposition to that recommendation and urge the City Council to not adopt that
proposal of the Advisory Commission.

Louis Erteschik, Esq.
Acting Executive Director
Hawaii Disability Rights Center
1132 Bishop Street, Suite 2102
Honolulu, Hi. 96813
808 949-2922 ext 211



































From: Davin Hamada [dhamada@UHFCU.com]

Sent: Saturday, January 07, 2012 8:02 AM

To: CCLBC

Subject: Preliminary Report of the Real Property Tax Commission

Page 1 of 1

To Whom It May Concern,

Please see the attached comment letter by the University of Hawaii Federal Credit Union to the Preliminary Report of the Real
Property Tax Commission. In addition, please include the letter in the addendum to the Commission’s report. A copy of the
letter was sent via mail on Friday, January 6, 2012.

Davin

201201 Real Property Tax Exemption Proposoal - Response Letter.pdf

Davin H. Hamada
Compliance Officer
University of Hawai`i Federal Credit Union
UHFCU.com
Direct: (808) 983-5577
Fax: (808) 983-5588

Confidentiality Notice: The information contained in this e-mail (including any attachments) is for the intended
recipient(s) alone. It is the property of the University of Hawaii Federal Credit Union and contains privileged and
confidential information that is governed by the Electronic Communications Privacy Act, 18 U.S.C. 2510-2521. If you
are not an intended recipient, you must not copy, distribute or take any action in reliance on it. If you have received this
message in error, please notify us immediately, and delete it from your computer. Thank you for your cooperation.









From: Linda LeGrande [mohalaway@hawaii.rr.com]

Sent: Saturday, January 07, 2012 4:58 PM

To: CCLBC

Subject: Historic Residential Exemptions

Page 1 of 1

The Honorable Ernest Martin, Chair
Honolulu Real Property Tax Advisory Commission
Honolulu City Council
530 S. King, Street, Rm. 202
Honolulu, HI 96813-3065

Aloha Chair Martin,
I commend your Commission for the comprehensive and thorough job of reviewing the City's real property tax
system's classes. Quite a task !
I can agree in part with some of your findings regarding the Historic Residential Exemptions and believe as you do,
that these homeowners should pay something for the City services that we enjoy. By keeping the current annual
$300 we could do that. I therefore request that the Council preserve the existing property tax exemption for historic
properties by giving your City Council's 2011 recent amendments a proving time to determine if they are effective
and not implement the Commission's recommendations. Could we allow the current minimum tax requirement to
remain in place as it reads now and incorporate it with the rest of the 53 types of exemptions, credits, and property
taxes being reviewed. As 80% of the homes that currently benefit from this historic residential exemption are
assessed at less than $1 million, many of these homes are the homes of Hawaii's middle class ! As I understand the
original intent of the historic home tax incentive when it was implemented, whether for the homes of the wealthy or
the middle class, owner-occupied or not, this minimal tax preserves that intent and many old houses are still
standing today because of it. How much more does 'a historical colonial home in Manoa or Nuuanu' really cost the
city than a 'more modest plantation home in historic Ewa villages' ? In fact, as a way to generate greater revenue for
the City AND to keep the current tax incentive in place thereby discouraging the tear down of pre-WWII
homes, might we create a much higher fee for permitting the demolition of these homes together with raising the
fees for the disposal of construction materials into O'ahu's landfills? WIN~WIN~WIN !!!
Thank you for the opportunity to submit comments.
Aloha, Linda LeGrande
2243 Mohala Way
Honolulu, HI 96822
808) 947-7400







From: Jimmy McMahon [mcmahonj001@hawaii.rr.com]

Sent: Sunday, January 08, 2012 9:44 AM

To: CCLBC

Subject: Historic Residential Exemptions

Page 1 of 1

The Honorable Ernest Martin, Chair
Honolulu Real Property Tax Advisory Commission
Honolulu City Council
530 S. King, Street, Rm. 202
Honolulu, HI 96813-3065

Dear Mr Martin,
Thank you for your Commission for the comprehensive and thorough job of reviewing the City's real
property tax system's classes. I have lived in Manoa since 1959. Restoration and preservation are bot a
joy and expense. I am proud of my home. Currently I am on the process of trying to track down
someone to replace my original rope pull windows from the 20's and have wood milled to replace on
going dry rot issues. NOT SOMETHING I CAN GO TO CITY MILL FOR! Maintaining my old house
is expensive and time consuming. Additionally we have complied with every request for view ,
signage, tours etc. Plus our home has been used as an example of Hawaiian living.
I can agree in part with some of your findings regarding the Historic Residential Exemptions and
believe as you do, that these homeowners should pay something for the City services that we enjoy.
By keeping the current annual $300 we could do that. I therefore request that the Council preserve the
existing property tax exemption for historic properties by giving your City Council's
2011 recent amendments a proving time to determine if they are effective and not implement the
Commission's recommendations. Could we allow the current minimum tax requirement to remain in
place as it reads now and incorporate it with the rest of the 53 types of exemptions, credits,
and property taxes being reviewed. As 80% of the homes that currently benefit from this historic
residential exemption are assessed at less than $1 million, many of these homes are the homes of
Hawaii's middle class ! As I understand the original intent of the historic home tax incentive when it
was implemented, whether for the homes of the wealthy or the middle class, owner-occupied or not,
this minimal tax preserves that intent and many old houses are still standing today because of it.

Aloha,
Anthony James McMahon
1932 Awapuhi St
Honolulu Hi 96822
pH (808) 228-7946 fax (808) 988-5331
mcmahonj001@hawaii.rr.com
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From: Williams-Solomon, Leilani [Leilani.Williams@boh.com]
Sent: Monday, January 09, 2012 7:50 AM
To: CCLBC
Subject: FW: REAL PROPERTY TAX COMMISSION POSITION-PLS DO NOT TAX NONPROFITS

Attachments: REAL001.PDF

REAL001.PDF (141
KB)

Please see the attached letter regarding the Real Property Tax
Commission Position and the recommendation to remove the exemptions for
nonprofits. PLEASE DON'T DO IT!

Mahalo,

Leilani Williams-Solomon
Controller and Director
Kauakoko Foundation
808.694.8058
Leilani.Williams@boh.com

-----Original Message-----
From: NWL-009642@bankoh.net [mailto:NWL-009642@bankoh.net]
Sent: Monday, January 09, 2012 7:55 AM
To: Williams-Solomon, Leilani
Subject: REAL PROPERTY TAX COMMISSION POSITION-PLS DO NOT TAX NONPROFITS

Please open the attached document. It was scanned and sent to you using
a Xerox WorkCentre Pro.

Sent by: Guest [NWL-009642@bankoh.net]
Number of Images: 2
Attachment File Type: PDF

WorkCentre Pro Location: Copy Workroom
Device Name: CorporateSecretaryXerox

For more information on Xerox products and solutions, please visit
http://www.xerox.com







From: Lee Henry Chang [leehenrychang@hcucc.org]

Sent: Monday, January 09, 2012 9:39 AM

To: CCLBC; Martin, Ernie

Cc: Charles Buck

Subject: Preliminary Report of the Real Property Tax Advisory Commission

Attachments: Real Property Tax Advisory Commission 6Jan2012.pdf

Page 1 of 1

Please accept the attached document from The Rev. Charles Buck, Conference Minister of the Hawai`i Conference United Church
of Christ, as testimony to include with the Tax Advisory Commission's Report addressing nonprofit tax exemption.

Lee Henry-Chang
Hawai'i Conference UCC







From: Spencer Leineweber [spencer.leineweber@gmail.com]

Sent: Monday, January 09, 2012 12:14 PM

To: CCLBC

Subject: Comments on Real Property Tax Commission Report

Attachments: Ernest Martin Real Property Tax Commission Comment .pdf

Page 1 of 1

Please find our testimony concerning the Real Property Tax Commission report,
Thank you.

--
Spencer Leineweber FAIA
Honolulu, Hawaii 96822



The  Honorable  Ernest  Martin,  Chair 

Honolulu  City  Council 

530  S.  King  Street,  Rm.202 

Honolulu,  Hawai‘i  96813-‐‑3065 

Dear  Chairman  Martin: 

As  owners  of  an  historic  residence  in  Mānoa  built  in  1912,  which  is  listed  on  the  Hawaii  
State  Register  of  Historic  Places,  we  are  writing  in  response  to  your  request  for  
comments  on  the  Real  Property  Tax  Advisory  Commission’s  Report  as  it  relates  to  the  
Historic  Preservation  Tax  Exemptions.   

The  existing  tax  exemption  for  residential  and  commercial  historic  properties  is  the  City  
&  County  of  Honolulu’s  only  systematic  program  to  encourage  the  perpetuation  of  
Oahu’s  architectural  heritage  and  historic  legacy.  The  current  tax  exemption  was  the  
subject  of  intense  scrutiny,  fierce  debate,  numerous  public  hearings  and  reviews,  and  
ultimately  changes  to  strengthen  the  clarity,  conditions  and  enforcement  of  the  
preservation  program.  Those  changes  were  promulgated  in  September  2011  and  the  
initial  compliance  period  is  still  underway.       

We  disagree  with  the  Commission’s  recommendations,  primarily  because  the  
administrative  burden  for  appropriate,  consistent  and  standardized  implementation  
would  cost  far  more  than  any  additional  taxes  collected,  while  still  not  achieving  
preservation  outcomes.    The  City  would  need  to  establish  a  review  process,  train  staff,  
and  provide  administrative  support,  to  implement  a  review  process  to  ensure  that  the  
projects  are  in  keeping  with  the  Secretary  of  the  Interior’s  Standards  for  Rehabilitation,  
national  standards  that  should  be  followed  when  undertaking  work  on  a  historic  
property.   

In  conclusion,  we  request  that  the  City  retain  its  existing  property  tax  exemption  for  
historic  properties  dedicated  for  preservation;  give  the  recent  amendments  and  
implementation  a  proving  time  to  determine  if  they  are  effective;  and  table  the  
Commission’s  recommendations  regarding  historic  property  exemptions.    

Thank  you  for  your  consideration  of  our  mana’o. 

Professor  A.  Spencer  Leineweber,  FAIA 

Dr.  Michael  James  Leineweber,  AIA,  NCARB 

Honolulu,  Hawaii  96822 
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From: Figueira, Laura
Sent: Monday, January 09, 2012 12:26 PM
Subject:

FW: Kuleana Land Repeal

Can you forward this on to be inlcuded?

Mahalo.

________________________________________
From: Martin, Ernie
Sent: Monday, January 09, 2012 12:24 PM
To: Figueira, Laura
Subject: FW: Kuleana Land Repeal

ERNEST Y. MARTIN
Member
Honolulu City Council - District 2
________________________________________
From: dlr1312@aol.com [dlr1312@aol.com]
Sent: Monday, January 09, 2012 12:06 PM
To: Martin, Ernie
Subject: Kuleana Land Repeal

Dear Sir,

This is a very important law that was passed so that the land that King
Kamehameha ceded down to our present day owners would be able to keep it in
our families. I realize that there are may services out there to assist
with taxes, but many of our people are now retired and living on fixed
incomes and it is hard to qualify for these services if you make just over
a certain amount of money per year. I personally had to commute for 6
months to do this research for my parents so that they would qualify for
the Kuleana land exemption. I can't believe that after only a few years
they want to repeal this exemption. The Hawaiian people have had so much
taken away from them and they deserve this one little benefit. Please try
to convince the tax commission to reconsider this law and help out the true
hawaiians to keep our land as it was meant to be kept within our families.
Doing away with this exemption will cause a lot of hardship on families.
Thank you for your time in reading these comments.

Sincerely,
D. Robinson



From: MERLON99@aol.com

Sent: Monday, January 09, 2012 12:32 PM

To: CCLBC

Subject: Non Profits taxed on real property

Page 1 of 1

Dear Sirs:

While it is understandable why the City is looking for revenues in this economy, but to see this burden put on non-profits is a
unforgivable travesty and a short sighted strategy to shore up the City's revenues. If it were to come to past, it could and will
lead to the people of Hawaii with a shortfall of services provided by non-profits. Which by the way in some cases government
has chosen not to provide.

I urge you to look for a revenue source that is generated by sales and not by grant funding.

Take into consideration the following:

1) Non profits by the nature of it revenue sources are required to run efficient operations to survive.
2) Non profits run their operations primarily on grant funding.
3) Non profits provide services for less than most government agencies are able to provide.

4) In the equation of funding sources, non-grant funding is usually a very small percentage of the funding sources for the
organization. This is the unrestricted funds or funds that can be spent to pay for non grant materials, supplies and services to
keep a non-profit operating.

5) If real property of non profits were taxed the funds would have to come from unrestricted funds.

The proposal to tax the real property of non-profit may have short term benefits but at the cost of the decimation of vital tapestry
of resources provided to the community by the non-profit sector.

Please look to revenues generated by sales and not grant funding to develop a continuous stream of revenue for the City.

There is no win nor is this a solution to the revenue problems for our city.

Sincerley,

Merle Okino O'Neill

Merle Okino O'Neill

Youth Service Hawaii, Executive Director

P.O. Box 61007

Honolulu, Hi 96839

808-780-7110



From: Holly J Huber [hollyjhuber@gmail.com]

Sent: Monday, January 09, 2012 2:49 PM

To: Martin, Ernie; Garcia, Nestor; Kobayashi, Ann; Berg, Tom; Cachola, Romy; Gabbard, Tulsi; Harimoto, Breene;
Anderson, Ikaika; Chang, Stanley

Cc: CCLBC

Subject: Preliminary Report of Real Property Tax Advisory Commission

Page 1 of 1

TO: the Honolulu City Council

RE: Preliminary Report of Real Property Tax Advisory Commission

PUBLIC COMMENTS FROM HOLLY HUBER

The Real Property Tax Advisory Commission repeatedly refused to accept public testimony, formulated many of its
recommendations in private and without public discussion, and did not follow proper procedure for conducting their
meetings or voting on the report submitted to the City Council.

Commission Chair Lowell Kalapa refused to accept public testimony on agenda items, in direct violation of Resolution
11-143. Kalapa's derisiveness toward public testimony was made evident at the Commission's first meeting when he
dismissed it as "a waste of time."

Kalapa claimed he would accept written testimony and then refused to provide an email or fax number so the public
could submit comments. He also ignored Council Chair Martin's request to release the draft report to the public prior to
the Commission's final meeting.

At that December 7th meeting, Commission Vice Chair Paul Brewbaker dismissed the views of members of the public
in attendance and referred to them as "clowns." The meeting was a circus; commission members dispersed without
taking a final vote to approve the report and the meeting was never properly adjourned.

By refusing public testimony and improperly conducting their meetings, the Commission violated both the letter and
the spirit of the City resolution that established it.

This disregard for public discourse and proper procedure invalidates the recommendations of the Real Property Tax
Advisory Commission.

Holly Huber
1519 Nuuanu Ave # 154, Honolulu HI 96817
hollyjhuber@gmail.com | phone: 554-7692



From: kuki kaiwi [kaiwi@hotmail.com]

Sent: Monday, January 09, 2012 3:14 PM

To: CCLBC

Subject: Preserve Non Profit Tax Exemption

Attachments: non profit tax exemption to council .pages

Page 1 of 1

Aloha and Mahalo for considering our perspectives. Please Support our Non Profit Organizations by
opposing the proposal regarding the elimination of the Real Property Tax Exemption. Please see attached.

Mahalo nui,

Pauline KK Navales

1519 Nuʻuanu Ave #49

Honolulu HI, 96817
kaiwi@hotmail.com
(808)284-6798



Members of the Honolulu City Council
530 S King St. Rm 202
Honolulu HI, 96813

January 9, 2012

RE: Real Property Tax Exemptions

Dear Council Members,

I am writing to Oppose the proposal by the Real Property Tax Advisory Commission 
regarding the elimination of the Real Property Tax Exemption. I am humbly writing on 
behalf of Kumuola Foundation, a non profit organization dedicated to the preservation 
of the Hawaiian Culture, to Preserve Non Profit Tax Exemption.

Organizations such as ourselves require tax exemption on real property, because, we 
provide programs and services that help communities around Hawaii. Some services 
that the government sector is not willing or able to provide.

Non Profit Organizations cannot continue to exist if there is an increase in real property 
taxation.  If we cannot exist, Hawaiiʻs communities and individuals that benefit from 
these programs will be forced to look to other agencies to provide these services.  It will 
be more costly for the government to provide these services.

As a contributing member of this society, I want my charitable contributions to go 
toward community services, NOT taxes.  Taxing these organizations has the effect of 
discouraging the concept of Aloha, to give back and volunteer.  Every community needs 
more Aloha, and this is what our Non-profit Organizations provide. 

Increasing the real property tax rate for Non-Profit 501 (c)(3) Organizations 
fundamentally undermines the ability of Non-Profit Organizations to deliver on their 
charitable missions and challenges our IRS Tax-Exempt Status.

I urge you to consider the impact of these changes, especially in light of todayʻs  
economical changes we are all facing.  Please Do Not Accept the Commissionʻs 
recommendation. Please Support our Non- Profit Organizations by Opposing the 
Proposal regarding the elimination of the Real Property Tax Exemption.

 Mahalo nui loa, Pauline K K Navales
                              1519 Nuʻuanu Ave #49, Honolulu HI 96817



From: Matsuura, Reed H.

Sent: Monday, January 09, 2012 3:17 PM

To:

Subject: FW: tax exemption testimony

Page 1 of 2

Please include the attached testimony as a public comment submitted on January 9, 2012.

Mahalo & Happy New Year!

Reed

Reed Matsuura
Senior Community Liaison
Council District II
Phone - (808)-768-5038
FAX - (808)-550-6680
email: rmatsuura@honolulu.gov

From: jan young [mailto:janyoung44@gmail.com]
Sent: Monday, January 09, 2012 2:30 PM
To: Matsuura, Reed H.
Subject: tax exemption

Jan.8, 2012

The Honorable Ernest Y. Martin

Council Chairman

Honolulu City Council

530 S. King Street, Room 202

Honolulu, Hawaii 96813

Aloha

We are writing to testify in OPPOSITION of the proposal before the Honolulu City Council to eliminate the real
property exemption for owners of kuleana property and owners of residential property.

With the current increases in water rates, gas, electricity and health insurance premiums, the proposed elimination of
the real property exemption will certainly create an economic hardship on us as well as other taxpayers. As a
homeowner, native Hawaiian and retired workers on fixed income we implore you to reject the proposal to eliminate



the property tax exemption.

Accordingly, we respectfully request that you oppose the proposal by the Real Property Tax Advisory Report to
eliminate real property tax exemption for kuleana property owners and owners of residential property. Thank you for
your consideration and kokua in this matter.

Mahalo

Mason and Jan Young

147 Pukoa Street

Kailua, Hawaii 96734

ph. 261-5296

email: janyyoung44@gmail.com

Page 2 of 2



From: Ribellia, Kimberly

Sent: Monday, January 09, 2012 3:54 PM

To:

Cc:

Subject: FW: Kuleana and Konohiki submittals

Attachments: Dawn Wasson City Council.docx; Dawn Wasson City Council.docx

Page 1 of 1

For the RPT Commission

Kimberly Ribellia
Council Chair Ernie Martin
Executive Assistant / Chief of Staff
City Council District II
Phone: 808.768.5036
Fax: 808.768.1198
Cell: 808.223.7498
Email: kribellia@honolulu.gov
"Gratitude is the fairest blossom which springs from the soul." - Henry Ward Beecher

From: Dawn Wasson [mailto:laiekupuna19@yahoo.com]
Sent: Monday, January 09, 2012 3:07 PM
To: Ribellia, Kimberly; Tsuneyoshi, Heidi; kuuleikapu@hotmail.com
Subject: Kuleana and Konohiki submittals



January 9, 2012

Honolulu City Council
Council Chair Ernie Martin
kribellia@honolulu.gov
htsuneyoshi@honolulu.gov
http://www1.honolulu.gov/council/emailzp.htm

Aloha Council Members:

The lineal descendants of Kuleana and Konohiki landowners submit this letter of
objection to the recommendation by the City Council Tax Commission. In the
propose recommendation the members do not cite a reasonable argument why
the native landowners be excluded from real property tax exemption. We submit
justifiable rationale according to the Council’s initial support for the Kuleana tax
exemption. The Council cited the original Hawaiian Kingdom law in verbatim
about tax exemption for a class of property owners. Second, the Royal Patent law
also states that all parties who file a claim to real property in Hawaii swore an
oath of allegiance to the ruler and the law of the land prior to the Mahele and
after claims to real property. The present law or exemption by City Council, and
the Real Property Tax Commission have failed in its fiduciary responsibilities to its
commitment to Kuleana and Konohiki landowners. In conclusion, we seek the
continuance of real property tax exemption.

Mahalo,

Geraldine Nini Roberts 808 927-0285
Elizabeth Kuhia Nihipali 310 658-0227
Elae Kapu 808 782-5312
Mona Kahawaii 808 351-2972
Dawn K. Wasson 808 692-6901
Henry W. Wasson Sr. 808 293-1801
Henny K. Wasson 808 852-8778



From: David Goya [admindgoya@pacthawaii.org]

Sent: Monday, January 09, 2012 4:04 PM

To: CCLBC

Subject: Preliminary Report of the Real Property Tax Advisory Committee

Attachments: PACT RPT Testimony .pdf

Page 1 of 1

Please find enclosed our testimony related to the Preliminary Report of the Real Property Tax Advisory Committee.

Mahalo,
David Goya

David Goya
Vice President of Operations

1485 Linapuni Street, Suite 105
Honolulu, Hawaii 96819
Direct: 792-9707
Tel: (808) 847-3285 Fax: (808) 841-1485
Website: www.pacthawaii.org

**********Confidentiality Notice**********

This email and any files transmitted with it are confidential and intended solely for the use of the individual or entity to whom they are addressed. If you have received this
email in error please notify the system manager. Please note that any views or opinions presented in this email are solely those of the author and do not necessarily

represent those of the company. Finally, the recipient should check this email and any attachments for the presence of viruses. The company accepts no liability for any
damage caused by any virus transmitted by this email.

Parents And Children Together, 1485 Linapuni Street, Suite 105, Honolulu, HI 96819





From: Natalie aka Bicycle Mom [the-green-one@hawaii.rr.com]

Sent: Monday, January 09, 2012 4:06 PM

To: CCLBC

Subject: Comments regarding RPT commissions preliminary report to council

Attachments: RPT report - Additional comments & recommendations 1-9-12.pdf

Page 1 of 1

Aloha,

Please include my comments with the public comments regarding the Preliminary Report of the Real
Property Tax Advisory Commission.

Please also confirm receipt of this email.

A hui hou, Natalie

Natalie J. Iwasa, CPA, Inc.
1331 Lunalilo Home Road

Honolulu, HI 96825
Phone/Fax: 808-395-3233

America Counts on CPAsSM

Member AICPA, HSCPAs, Association of Certified Fraud Examiners, and Smart Business Hawaii

This message contains information that may be confidential and privileged. Unless you are the addressee (or authorized to receive for the
addressee), you may not use, copy, print or disclose to anyone the message or any information contained in the message. If you have received
this e-mail in error, please advise the sender by reply and delete the message. Thank you.



TO:  Honolulu City Council 
 
FROM: Natalie Iwasa 
  395-3233 
 
DATE: January 9, 2012 
 
RE:  Preliminary Report of the Real Property Tax Advisory Commission 
 
 
Aloha Councilmembers,  
 
Thank you for recognizing the fact that our real property tax system is in dire need of 
overhaul and as a result, establishing this commission to aid in efforts to improve it.  
The commission worked under a tight deadline.  As a result, some aspects of the real 
property tax system were only briefly discussed or not mentioned at all.  I therefore 
offer additional comments regarding our real property tax system for your 
consideration. 
 
Real Property Tax Credit 
 
The commission noted in its report the availability of the real property tax credit for 
those homeowners who may have difficulty paying their real property taxes.  Under 
current law, the definition of income for the real property tax credit includes the 
following: 

 
• total income from the tax return before adjustments to arrive at Adjusted Gross 

Income (the spouse’s income is included if a joint return is filed); 
• tax exempt interest; 
• non-taxed IRA distributions, pensions and annuities (excluding rollovers); 
• non-taxed social security; 
• nontaxable contributions to public or private pension, annuity or deferred 

compensation plans (this is an add-back to arrive at gross wages); and 
• other income (unemployment, federal COLA, and other, not specified). 

  
While this list may appear complete, I recommend the definition of income be reviewed 
and possibly revised to increase fairness and equity among those who receive the credit.  
For example, some employees may participate in Sec. 125 plans, also known as cafeteria 
plans, that allow them to set aside part of their compensation on a pretax basis.  The most 
popular benefits that qualify for pretax treatment under these plans include health 
insurance, dependent child care and out-of-pocket medical costs.  This compensation is not 
included in taxable wages reported on the income tax return; therefore, a homeowner who 
currently sets aside $5,000 in pretax child care benefits and reports $47,000 in taxable wages 
(and therefore has gross wages of $52,000) may receive the real property tax credit while 
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the homeowner who has $52,000 in taxable wages and pays $5,000 for child care with after-
tax dollars is not eligible for the credit. 
 
The administration had concerns about how this income would be determined if it were 
included in the calculation of the tax credit.  Pretax benefits received under cafeteria plans 
are not reported in Box 1 of W2s but may be reported as optional information in Box 14.  In 
addition, the amounts are required to be reported to the employee with their pay stubs and 
are typically included with year-to-date amounts.  The last pay stub of the year normally 
includes totals for each deduction for the year. 
 
During the review of which income should be included for the tax credit, consideration 
should be given to the following: 
 

• whether income from retirement plans is counted twice, e.g., when someone has 
withholdings for retirement plan contributions and then takes distributions in the 
same year; 

 
• whether household income should be considered, as it is for the in lieu of home 

exemption; and 
 

• allowing low-income renters who are required to pay the real property tax directly 
to receive the credit. 

 
The current credit application process includes the completion of a three-page form 
along with submission of copies of the applicant’s income tax return (or bank 
statements if no tax return is filed), applicable schedules and various other documents.  
If the applicant files an income tax return, a tax return transcript is required.  Tax return 
transcripts may not include changes made after the original return was filed, and they 
provide no additional information beyond what is required in the tax return schedules 
and documents that are required to be submitted with the application.  In addition, the 
IRS provides tax account transcripts as well as tax return transcripts, and taxpayers are 
often confused which form is required and may submit incorrect documents, adding to 
staff time required to process applications.  Consideration should therefore be given to 
removing the tax return transcript from the list of required documents. 
 
Tax Compromises 
 
Nonprofit organizations are allowed to request tax compromises when a property or 
portion thereof is eligible for exemption from real property taxes but does not qualify for 
the exemption solely because no timely application for exemption is filed.  Note that no 
other group of real property tax payer is afforded this option.  Under resolution 11-259, 
compromises for property tax claims by nonprofit organizations in excess of $500 are 
required to be approved by city council.  The Department of Budget and Fiscal Services 
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recently reported to the council that 34 compromises were approved over the last five 
years.  The total decrease in taxes was $1,320,677.61. 
 
The tax compromise process, i.e., communications to city council, budget meetings, council 
hearings and management of related paperwork, uses city resources beyond what would 
be necessary if organizations had met the required deadline.  While Chair Kalapa told 
commissioners that in some cases the nonprofit is unable to apply for exemption in a timely 
manner because of holdups by city departments, e.g., lack of timely approval for a permit, 
other organizations miss the deadline because they are unaware of it or for other reasons.   
 
In previous testimony to the council, I suggested the city enlist the help of various 
organizations (HANO aka the Hawaii Alliance of Nonprofit Organizations, the Hawaii 
Society of Certified Professional Accountants, Hawaii Association of Independent 
Schools and Hawaii Association of Public Accountants) to remind nonprofits about the 
requirements and due dates for applying for exemption.  These reminders would result in 
fewer requests for compromise.  During the discussion of tax compromises in a 
commission meeting, Lisa Maruyama offered to provide HANO’s members with this 
information.    
 
In addition to requesting help from organizations that work with nonprofit organizations 
to educate them about the exemption application process, consideration should be given 
to modifying the requirements for obtaining a compromise to include only those 
nonprofits that missed the deadline due to administrative holdups. 
 
Unanswered Questions 
 
Commissioners were restricted as to the questions they could ask of the administration; 
therefore, the following questions were not answered by the administration and remain 
open. 
 

1. 759 Ahukini is a single family home in Hawaii Kai and receives an 
exemption under ROH 8-10.20 (low-income rental housing).  It is owned by the Hawaii 
Housing Finance & Dev. Corp.  Is the low-income rental housing exemption allowed for 
single family homes? 
 

2.         408 Beretania Street (part of Kukui Gardens) ~2.4 acre residential property 
was assessed at $19.5M.  According to the Real Property Assessment Division’s (RPAD) 
website, on 12/18/07 it sold for $71.7M.  (There was another transfer on 1/31/11, but 
no sales price is listed.)  Why is the assessed value so low?  (This property has a low-
income rental housing exemption.) 
 

3.         How much does it cost to process each “in lieu of” home exemption 
application – the same as the low-income credit? 
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4.         How often are title transfer and death records compared to real property 
tax records and related exemptions and dedications?  (Note commissioners were told 
the city just recently started receiving death records from the state after about eight 
years of lack of information from the state due to “privacy concerns.”  Additional 
details were not provided, however, due to time constraints.) 
 

5.         Who determines which exemption or dedication applies when there are 
two or more that an entity may qualify for (e.g., thrift shop vs. nonprofit)? 

 
6. One testifier, Holly Huber, provided information on inconsistencies in real 

property tax data and complaints about possible misclassification of properties, 
erroneous exemptions and other errors.  According to Ms. Huber, the city has not 
responded to her regarding these concerns.  I find this especially troubling given that a 
representative from RPAD informed the commission that the city currently relies on 
self-reporting and complaints to determine when property owners no longer qualify for 
particular exemptions or dedications.  In addition, while searching the city’s RPAD 
website, I found the database awkward to use and also came across potential errors.   
 
One more question came up just recently with respect to a property in Hawaii Kai.  
According to the city’s RPAD website, the Hawaii Kai Memorial Park property at 
390190440000 was sold for approximately $1.6 million in November 2010.  In 2006, the 
property sold for over $11 million dollars.  Since there are not many properties 
comparable to this one, how will the recent sale impact the assessed value?  Are 
controls in place to review assessments so the city receives the revenue it is entitled to? 
 
In addition, real property taxes for this property have not been paid for 2009, 2010 or 
2011 according to the RPAD website.  The total amount due with penalties and interest 
is approximately $56,000.  While most purchasers of real estate will likely not accept a 
property with delinquent taxes due, it appears in this case that the back taxes were 
accepted by the new owner(s).  In addition, according to the city’s Comprehensive 
Annual Financial Report for the fiscal year ended June 30, 2011, over $19 million was 
due to the city for real property taxes at the end of the year.  Given that the sale of real 
properties offers an opportunity to collect past-due taxes, consideration should be 
given to a requirement that such taxes be paid prior to title transfer. 
 
Clarification and Additional Information Related to the Preliminary Report 
 
One of the recommendations made by the commission is to partially tax nonprofit 
organizations.  Discussions regarding nonprofit organizations included consideration of 
the taxes that would be due if 90% of the property were exempt, rather than the current 
100%.  The administration provided the commission with examples of several nonprofit 
organizations as well as a summary of the impact on the various categories of nonprofit 
organizations under this scenario.  It should be noted that small organizations, such as 
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the Hawaii Aiki Kwai club would continue to pay $300 using current rates even if the 
exemption were lowered to 90%.  I have included these schedules for your reference. 
 
Another recommendation made by the commission is consideration of the removal of 
the exemption for credit unions.  While credit unions are a type of nonprofit 
organization recognized by the federal government, they offer the same services as 
banks and are often quite profitable.  The commission’s discussion regarding credit 
unions included the services offered and consideration of the amount of net income 
these organizations have made over the past eight and a half years.  I have therefore 
attached the schedule of net income of credit unions in Hawaii that the commission 
considered. 
 
The term “multiple home exemption” referred to on page 15 of the preliminary report 
deserves clarification.  This terminology was first used when the homeowners’ 
exemption increased by certain multiple amounts from the base exemption at the time.  
The current multiple home exemption consists of the $80,000 base plus an additional 
$40,000 granted when the homeowner reaches age 65 on or before the June 30th 
preceding the tax year for which the exemption is claimed. 
 
Final Comments 
 
I have learned a lot by participating in this commission and appreciate the opportunity 
to provide these comments to you.  I look forward to the council’s discussion of the final 
report, any additional public comments (hopefully unedited) and testimony regarding 
the recommendations in the report. 
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7597 Aloha 34                (450)             103              (184)             248               148               210              146              159             
1845 Aloha Pacific 1,755       1,526       4,393       1,691       1,917       2,690        3,331       7,340       4,171      
1607 Big Island 165          137          (577)         439          565           548           700          656          343         
2638 Board of Water Supply Federal Credit Union 38                62                198              133              211               205               129              80                73               
24630 CU Hawaii 980              566              1,947           685              1,652            1,163            926              2,770           3,211          
2614 Dole Wahiawa Federal Credit Union 16                13                (21)               (10)               3                   7                   6                  18                15               
1987 Ewa 34                90                195              146              81                 137               49                94                179             
2223 First Hawaiian Homes Federal Credit Union 3                  163              93                19                7                   20                 10                5                  3                 
24796 Garden Island 58                152              101              478              1,174            N/A N/A N/A N/A

12613 Glover Federal Credit Union 6                  25                1                  16                48                 (11)                (5)                 ‐               1                 
14303 H M S A Employees Federal Credit Union 54                99                482              368              239               149               78                363              502             
2280 Hamakua Coast Community Federal Credit Union 11                5                  (12)               48                56                 66                 79                88                60               
24839Hawaii Central 418          503          N/A N/A N/A N/A N/A N/A N/A
1719 Hawaii Community Federal Credit Union (3,163)         1,090           3,681           5                  1,520            1,331            3,235           3,071           3,598          
1784 Hawaii County Employees Federal Credit Union 233              308              702              702              925               800               691              513              643             
2403 Hawaii Federal Credit Union (135)         (114)         (322)         241          294           186           137          3              477         
10938 Hawaii First (319)             (320)             195              42                340               520               517              179              110             
1870 Hawaii Law Enforcement (592)         (626)         1,682       1,335       1,273       1,062        901          691          1,006      
13158 Hawaii National Guard Federal Credit Union (6)                 (25)               (33)               169              209               264               250              161              126             
4676 Hawaii Pacific Federal Credit Union 34                53                751              (102)             179               269               364              361              230             
1785 Hawaii Schools Federal Credit Union 9              1              350          48            318           (486)          68            (183)         (15)          
1718 Hawaii State Employees Federal Credit Union 2,453       3,694       12,214    10,375    5,366       6,157        8,613       8,146       8,409      
2941 Hawaii Stevedores/Castle Federal Credit Union 9                  (170)             (167)             (38)               (19)                (26)                1                  2                  (16)              
5927 Hawaiian Airlines Federal Credit Union (14)               (129)             (236)             29                (59)                4                   1                  4                  12               
1869 Hawaiian Electric Employees Federal Credit Union (17)               (11)               434              356              401               267               257              172              283             
1717 Hawaiian Tel Employees Federal Credit Union 1,762       4,310       4,888       4,402       4,266       3,336        2,692       2,306       1,779      
1815 HawaiiUSA 7,749       6,122       8,699       4,383       11,275    11,385     11,583    7,957       6,150      
2705 Helco Federal Credit Union 46                190              179              258              356               388               409              425              367             
1829 HFS 1,376           2,139           827              3,236           3,623            2,886            2,015           2,924           2,924          
1733 Hickam Federal Credit Union 1,288       233          3,544       1,861       2,488       3,426        1,537       3,302       (4,137)    
7594 Honea Federal Credit Union 36                12                147              26                39                 51                 83                130              155             
1830 Honolulu 655              41                (3,115)         (50)               484               375               1,440           1,728           1,640          
1880 Honolulu Fire Department Federal Credit Union 83                46                416              296              389               534               262              204              308             
9115 Hotel & Travel Industry Federal Credit Union (9)                 50                284              108              123               142               147              68                135             
5628 Independent Employers Group (56)               (37)               88                (54)               48                 47                 25                34                47               
1947 Island Tradition 1                  (7)                 (13)               5                  18                 12                 5                  6                  3                 
2860 Ka'U (176)             (199)             (59)               (1)                 28                 64                 93                23                30               
2275 Kahuku Federal Credit Union 18                44                18                17                (21)                25                 39                25                14               
10399 Kahului Federal Credit Union 90                48                279              401              505               499               365              311              424             
11553 Kamehameha Federal Credit Union (39)               69                (14)               274              436               378               271              181              231             
7029 Kapalama Pacific (94)               (212)             (46)               6                  23                 6                   5                  (30)               17               
9381 Kauai Community Federal Credit Union (216)             138              (2,779)         793              877               1,733            1,751           1,468           2,091          
5487 Kauai Government Employees Federal Credit Union 355              139              67                232              220               232               152              134              214             
2577 Kauai Teachers Federal Credit Union 16                (85)               26                27                110               171               323              135              271             
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10070 Kaumakani Federal Credit Union (54)               (104)             (179)             (24)               4                   (4)                  23                11                60               
2578 Kekaha Federal Credit Union (59)               (144)             (53)               (99)               131               32                 44                (41)               37               
2576 Koloa Federal Credit Union (86)               (230)             (57)               43                51                 36                 34                140              130             
11494 Kuakini Medical & Dental 61                118              35                260              423               316               234              121              92               
9285 Kula Community 55                1                  179              160              532               717               400              254              193             
2575 Kulia Ohana (477)             (57)               (93)               (10)               10                 12                 ‐               13                35               
3644 Kunia (467)             (298)             265              (23)               1                   10                 55                167              169             
2953 Lanai Federal Credit Union 53                80                5                  15                45                 43                 151              110              136             
11332 Leahi Federal Credit Union 2                  (13)               (38)               (34)               (4)                  (2)                  ‐               (13)               26               
10882 Local Union 1186 IBEW (11)               (69)               (98)               29                136               119               84                9                  (2)                
2562 Maui 24                63                496              271              710               841               420              266              321             
1866 Maui County Federal Credit Union 458              464              3,798           2,805           2,923            1,800            1,936           1,481           1,961          
1817 Maui Teachers Federal Credit Union 113              87                317              117              279               279               327              358              289             
2713 McBryde Federal Credit Union 599              975              830              1,060           835               618               870              866              869             
17989 McCabe Hamilton & Renny Federal Credit Union 25                ‐               (111)             50                50                 67                 34                66                103             
8186 Meadow Gold Dairies Federal Credit Union (21)               (51)               27                ‐               ‐                ‐                (10)               ‐               ‐              
7471 Molokai Community Federal Credit Union (166)             (168)             268              319              13                 208               30                46                108             
7521 NAVFAC (114)             (145)             (391)             13                138               122               87                76                144             
10349 North Hawaii Community Federal Credit Union 17                (356)             (270)             (74)               3                   149               129              91                167             
24830 Oahu 4                  6                  N/A N/A N/A N/A N/A N/A N/A

1959 Odavies Federal Credit Union (35)               (325)             (104)             (89)               41                 17                 45                (69)               39               
3050 Onomea Federal Credit Union (81)               (191)             98                (137)             72                 92                 87                8                  81               
6663 Oral Federal Credit Union (20)               (42)               ‐               1                  1                   1                   1                  3                  3                 
1868 OTS Employees Federal Credit Union 21                40                13                (234)             93                 12                 9                  (13)               126             
5368 Pacific Island Energy (42)               (107)             (106)             14                65                 57                 48                30                22               
1961 Pearl Harbor Federal Credit Union (272)         (753)         870          4              1,877       1,473        1,014       1,643       2,032      
24284 Plumbers & Fitters Local 675 (15)               2                  (17)               15                35                 (5)                  3                  8                  43               
20187 Prince Kuhio (14)               (32)               31                (46)               15                 19                 36                9                  64               
5099 Queen's Federal Credit Union 41            82            63            168          326           459           428          231          176         
7423 Schofield Federal Credit Union 301              584              560              433              253               286               181              233              331             
13001 Sheraton Hawaii Federal Credit Union (5)                 (49)               (125)             23                41                 25                 52                144              174             
9719 St Francis Medical Center Federal Credit Union 36                65                (136)             47                77                 100               125              112              99               
12720 Times Federal Credit Union (53)               (67)               (83)               30                22                 34                 58                29                84               
10465University of Hawaii Federal Credit Union 1,989       3,662       5,991       4,797       3,014       2,442        2,637       1,836       1,932      
3574 Valley Isle Community (61)               14                686              595              817               875               586              328              334             
2049 Waialua Federal Credit Union 93                103              96                241              348               228               184              123              184             
9924 Wailuku Federal Credit Union 185              403              412              231              198               196               171              196              241             
2563 West Maui Community Federal Credit Union 47                32                259              203              310               276               353              269              341             
5978 West Oahu Community Federal Credit Union (37)               77                406              254              394               160               596              154              537             
8435 Windward Community 298          441          913          439          102           358           463          375          455         
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Aloha,
The attached letter is in response to the Preliminary Report of the Real Property Tax Advisory Commission, December
2011, submitted to the City Council. My attached testimony on behalf of The Trust for Public Land opposes the
Commission's recommendation that nonprofit organizations should pay real property taxes.

Mahalo,
Laura Kaakua

--
Laura Hōkūnani Edmunds Ka‘akua
Native Lands Project Manager
The Trust for Public Land, Hawaiian Islands Program
Union Plaza, Suite 202
1136 Union Mall
Honolulu, Hawai‘i 96813
T. (808) 524-8562
M. (808) 561-8800
F. (808) 524-8565
Email: laura.kaakua@tpl.org
www.tpl.org/hawaii - Conserving Land for People
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January 9, 2012 
 
Chair Ernest Y. Martin and City Councilmembers 
530 S. King Street, Room 202 
Honolulu, Hawaii 96813 
 
Aloha Chair Martin and Members of the City Council: 

I am writing on behalf of The Trust for Public Land to oppose the proposal by the Real 
Property Tax Advisory Commission regarding the elimination of the real property tax 
exemption for charitable nonprofit organizations.   

The Trust for Public Land (TPL) is a national, non-profit 501(c)(3) land conservation 
organization that conserves land for people to enjoy as parks, gardens, and other natural 
places, ensuring livable communities for generations to come.  TPL assists communities 
in achieving their park and open space conservation goals through conservation finance 
and conservation real estate services.  Since TPL’s first conservation project in Hawai‘i 
in 1979, TPL has completed 24 projects on all five of the main Hawaiian islands, thus 
protecting 40,222.645 acres.  Recently completed projects on O‘ahu have included MA‘O 
Farms, Sunset Ranch, Honouliuli Preserve, Pūpūkea-Paumalū, Moanalua Valley, and 
Waimea Valley.   

TPL partners with government agencies and other nonprofit 501(c)(3) organizations to 
acquire land for conservation, cultural preservation, parks, and agriculture.  The Trust for 
Public Land facilitates the land transaction, takes title to the protected land for a short 
period of time, and then transfers the land to either a government agency or to a nonprofit 
501(c)(3) organization.  Lands held by our community nonprofit partners benefit all 
residents and visitors of O`ahu.  Nonprofit 501(c)(3) organizations require tax exemption 
on real property because they provide necessary programs and services that the 
government sector is not willing or able to provide.  The nonprofits that TPL partners 
with essentially take on the responsibilities of the parks and land departments of the state 
and county to protect and care for lands that are important to Hawai‘i’s people.   

The very limited resources of these nonprofits, often dependent on grants and 
philanthropy, should not be consumed by a requirement to pay real property taxes.  Every 
penny received by these nonprofits is needed to restore and maintain the lands that they 
own so that the natural and cultural resources are protected and so that the public can 
benefit from the land.  Donors to these charitable organizations will be less likely to 
donate if their donations are going to taxes rather than the protection and care of lands 
important to the donors.  These organizations that are filling in the gaps in government 
services should receive greater charitable support, not less.  To impose a real property tax 
on these nonprofit organizations dedicated to the care and protection of the important 
lands that they own would be shortsighted.  Paying real property taxes on these lands 
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would directly decrease the nonprofits ability to care for and appropriately manage their 
lands for the public good, and could lead to the nonprofits losing their land or their IRS 
tax-exempt status.  The repeal of the real property tax exemption would also greatly 
discourage nonprofits from taking on the already large responsibility of owning and 
managing conservation land for the public’s benefit.  If there is an opportunity to 
conserve a property that is important to the people of O‘ahu, and the government is not 
willing or able to take on the responsibility of owning the property, nonprofits should be 
encouraged to take on that kuleana - not discouraged through a burdensome real property 
tax.   

TPL is currently working on five conservation projects that were recommended for 
funding by the County’s Clean Water and Natural Lands Commission: Turtle Bay Mauka 
Agricultural Lands, Galbraith Estate/Lands of Līhu‘e, Fong Plantation, Kahuku Mauka 
Agricultural Lands, and Hāwea Heiau Complex and Keawāwa Wetland.  The Kahuku 
Mauka Agricultural Lands is poised to be owned by the nonprofit The North Shore 
Community Land Trust, and Hāwea Heiau Complex and Keawāwa Wetland is poised to 
be owned by the nonprofit Livable Hawai‘i Kai Hui.  Both nonprofits will own these 
lands for the benefit of the public.   
 
On the Kahuku Mauka Agricultural Lands, The North Shore Community Land Trust will 
provide local (often organic) farmers with reasonably priced land and certified facilities 
to increase the locally grown produce available to O‘ahu consumers, and will maintain 
the rural environment of the North Shore and its scenic undeveloped viewplane.  At 
Hāwea Heiau Complex and Keawāwa Wetland, Livable Hawai‘i Kai Hui will restore the 
wetland and upland areas to a native Hawaiian landscape, improve and expand wetland 
habitat for the endangered ‘alae ‘ula (Hawaiian Moorhen) and the other native wetland 
species, care for Hāwea Heiau Complex in a culturally appropriate manner, and invite the 
public to experience and learn about the area.  For both organizations that TPL has 
partnered with, a repeal of the real property tax exemption for nonprofit organizations 
would fundamentally undermine their availability to deliver on their charitable, and very 
important, missions.   
 
Although TPL usually does not hold property for a significant period of time, it is 
sometimes necessary for TPL take title to secure a property from development, and to 
hold title until such time as our government or nonprofit partner can take ownership.  If 
TPL were burdened with paying real property taxes for the period when we own the 
property, it could discourage TPL from serving as a bridge owner on very worthwhile 
conservation projects that benefit everybody in the City and County of Honolulu.   
 
Mahalo, 

 
Laura Kaakua 
Native Lands Project Manager 
The Trust for Public Land, Hawaiian Islands Program 
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From: Figueira, Laura
Sent:
To:
Subject: FW: OHA Comment on Real Property Tax Advisory Commission Report and Proposal

Attachments: OHA Comment on Real Property Tax Advisory Commission Report and Proposal.pdf

OHA Comment on
Real Property T...

________________________________________
From: Martin, Ernie
Sent: Monday, January 09, 2012 6:37 PM
To: Figueira, Laura
Subject: FW: OHA Comment on Real Property Tax Advisory Commission Report
and Proposal

ERNEST Y. MARTIN
Member
Honolulu City Council - District 2
________________________________________
From: Kamaile Maldonado [kamailem@oha.org]
Sent: Monday, January 09, 2012 4:50 PM
To: Martin, Ernie
Cc: Berg, Tom; Anderson, Ikaika; Office of Councilmember Stanley Chang;
Kobayashi, Ann; Gabbard, Tulsi; Cachola, Romy; Harimoto, Breene; Garcia,
Nestor
Subject: OHA Comment on Real Property Tax Advisory Commission Report and
Proposal

Aloha Councilman Martin,

Attached please find the Office of Hawaiian Affairs’ comment on the
Preliminary Report of the Real Property Tax Advisory Commission and its
proposal to eliminate real property tax exemptions. Should you have any
questions regarding this important matter, please feel free to contact me.
Thank you very much for your attention to this important matter.

Mahalo,

Kamaile M. Maldonado
Public Policy Advocate
Public Policy | Office of Hawaiian Affairs
711 Kapi`olani Blvd., Suite 500 | Honolulu, HI 96813

•: (808) 594-1945 7: (808) 594-1865 •:
kamailem@oha.org<mailto:kamailem@oha.org>
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From: Figueira, Laura
Sent:
To:
Subject: FW: Real Property Tax Advisory Commission Report

________________________________________
From: Martin, Ernie
Sent: Monday, January 09, 2012 8:08 PM
To: Figueira, Laura
Subject: FW: Real Property Tax Advisory Commission Report

ERNEST Y. MARTIN
Member
Honolulu City Council - District 2
________________________________________
From: Paul W. Meyer [pwmeyer1@prodigy.net]
Sent: Monday, January 09, 2012 7:12 PM
To: Martin, Ernie
Cc: Berg, Tom; Anderson, Ikaika; Office of Councilmember Stanley Chang;
Kobayashi, Ann; Gabbard, Tulsi; Cachola, Romy; Harimoto, Breene; Garcia,
Nestor
Subject: Real Property Tax Advisory Commission Report

The Honorable Ernest Y. Martin
Chair, Honolulu City Council
emartin@honolulu.gov

Dear Council Chair Martin,

RE: Comments on the Real Property Tax Advisory Commission
Report

On behalf of myself and my family, we submit the following comments
opposing the elimination of the real property tax exemption for kuleana
lands as proposed in the Real Property Tax Advisory Report. Thank you for
the opportunity to provide public comment.

My family has been in possession of this land since 1834, over these years
my cousins and I retain only 3 parcels of the 7 that was partitioned in the
late 1920's by my grandmother, Sarah Miala Meyer. It has been a struggle
financially and culturally to maintain and preserve these lands which are
significant to us as lineal descendants.

My family urges the City Council to retain the kuleana tax exemption as the
benefits, financial and culturally to all families who have continuously
held and used these lands from the onset of the Mahele.

Paul W. Meyer
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From: Ribellia, Kimberly
Sent:
To:
Subject: FW: Zoning and Planning Committee Testimony

Attachments: Thomas Law Review Francis A Boyle.pdf

Thomas Law
Review Francis A B...

Please include as part of the testimony for the RPT Commission.

Kim
________________________________________
From: Tsuneyoshi, Heidi
Sent: Tuesday, January 10, 2012 11:23 AM
To: Ribellia, Kimberly
Subject: FW: Zoning and Planning Committee Testimony

Here is the testimony for the Kuleana property tax exemption

Mahalo,
Heidi Tsuneyoshi
Community Liaison
Council Chair Ernest Y. Martin
Council District II
Phone: 768-5039
________________________________
From: Routh [mailto:Routh@2bolo.com]
Sent: Monday, January 09, 2012 4:40 PM
To: Tsuneyoshi, Heidi
Subject: FW: Zoning and Planning Committee Testimony

Aloha Heidi,

My testimony was kicked back, could you please forward my testimony to the
proper office for processing and ask them to send me a confirmation that
they put it on the record? Sorry to have to ask, it just won’t go through.

Routh Bolomet

________________________________
From: Routh [mailto:Routh@2bolo.com]
Sent: Monday, January 09, 2012 4:27 PM
To: 'cnakazaki@honolulu.gov'
Cc: 'jtachibana@honolulu.gov'
Subject: Zoning and Planning Committee Testimony

Aloha Council Members.
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I am writing to you today regarding the recommendation by the Real Property
Tax office to get rid of the Kuleana Tax office. I oppose getting rid of
the Kuleana Tax office for several reasons.

First and foremost, any kind of tax is illegal on Kuleana lands given to
awardees by King Kamehameha III who promised all land taxes were paid in
perpentuity by the konohiki’s who gave up their lands.
The state of Hawaii recognizes the grandfather protection of the LCA’s and
Kuleana lands in land court. So if the city and county were to push the
issue and the Kanaka should fight it in land court, then they will actually
be costing the city and county more money then if they left everything as
it is. Paying $300 is fair because it covers city services and that is why
the Kanaka are not fighting it so far. Also if you look at the Thomas
review which explains why it would be an illegal move to charge Kuleana’s
property taxes you might understand that doing so can open a whole can of
worms. Those saying that it is preferential treatment to the Kanaka, the
indigenous peoples of Hawaii, must be very careful, because for every so
called preferential treatment given to the Kanaka, more is taken away and
more are given to people who are not even residents of our islands.
Furthermore there are plenty of preferential treatment given to veterans
who fight the war, but what about us who are just fighting to feed our
families. Everyday we fight an economic war kanaka or not. Churches, non-
profits are other areas where preferential treatment is given. If you take
away from the Kanaka Maoli, you need to take away from everyone across the
board, otherwise it will be a discriminatory move, since the State of
Hawaii Passed SB 1520 last summer recognizing Kanakas. Oh by the way, I do
not get a Kuleana Tax break, but I know people who do and these are people
that actually work the land and pass their savings on to us by selling ag
products for less then they would otherwise be able to. In the end, more
people will lose then the Kanaka Maoli, especially if there is a
discriminatory lawsuit that comes out of this move, then all of us will be
paying that legal bill and now we will even have less money in our coffers.

I understand that you need to raise funds to run the cities increased cost
of doing business, therefore I propose instead of getting rid of the
kuleana land tax which actually benefit a small number of Kuleana
landowners, rather to investigate those who are abusing the veterans
disability tax discount of which I have a neighbor who pays the low $100?
Property tax rate who is supposedly disabled with a heart disease, however
I watched him lift CMU blocks, drive a tractor and build his new house. I
can’t even lift a CMU block without getting a coronary, yet I pay my full
tax! But again that is only one person, what I feel would be better is
raising the excise tax by a ¼ percent. This will bring more money into the
county then property taxes in the long run, because everybody has to
contribute indiscriminately. If you can afford to buy more stuff, your
contribution is higher, if you are on a fixed income and can’t spend as
much, you are less affected. ¼ % is insignificant on a personal level, but
on a whole should bring in far more taxes to the city and county then
raising kuleana homeowners taxes. We need to find solutions that will help
people be able to get out from behind the 8 ball, raising property taxes on
families already challenged financially will cause more people to seek city
and state services. Please be forward thinking and get rid of this
ridiculous, discriminatory property tax increase unless you are going to
remove the tax and make Kuleana tax $0 on Oahu as it is on all the other
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islands, then I support the change.

Mahalo,

Routh Bolomet


































































































































































































































































































