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February23, 2006

TheHonorableDonovanDelaCruz, Chair
CityCouncil
CityandCountyofHonolulu
Honolulu,Hawaii 96813 BY FACSIMILE: s27-6910

DearChairDelaCruzandCouncil Members:

Subject: Testimony on Bill No. 12, FDi, CDt, Relating to Limits on Real
Property Taxation

My nameis DeanUchida,ExecutiveDirectorofthe LandUseResearchFoundationofHawaii
(LURF), testifyingin regardto Bill No. 12, FDi, CDi, Relatingto Limits on RealProperty
Taxation.

Thepurposeof Bill No. 12 is to establishanewwayof settingrealpropertytax ratessothat
initially, theaveragerealpropertytaxbill for eachproperty,aswell astherevenuesderivedfrom
eachclassof property,is unchangedfrom yearto year,adjustingfor inflation. This is to provide
greaterstabilityin realpropertytaxesfor bothpropertyownersandtheCity. Underthebill, the
Councilestablishestheprecedingyearasthe“BaseYear” andwill compareit with the
Administration’sproposed“BudgetedTaxYear.” Theonly changein theproposedBudgetedtax
yearprojectionwill bebasedon “uncontrollablecostadjustments.”TheMayormayadoptthe
initial rate,increaseordecreasethe tax ratesbasedon theproposedbudget. TheCouncil may
adopttheinitial rate,theMayor’sproposedtax rate,orproposenewrates.

As indicatedin ourprior testimony,wesupporttheintentoftheCouncil’sactionsto providereal
propertytax relieffor theresidentsof Honolulu. Tax assessedvalues,overthelast threeyear
periodhasgoneup over 15% thefirst year,andover20% thelasttwo years. Without an
adjustmentin the tax rate,propertyownerswill seea correspondingincreasein their real
propertytaxes.

Thisbill recognizesthatthetax assessedrealpropertyvaluesareareflectionoftheeconomy,and
go up anddownwith themarket. Theassessedvalues,simply providesamechanismfor
governmentto collectrevenuesto payforgovernmentservices.In verysimplisticterms,the
MayorandCouncil approvea budgetwhichreflectsthepriorities of governmentservicestobe
provided. Thebulk of thefundingfor theprogramsin thebudgetis generatedfrom therevenues
collectedthroughrealpropertytaxes.

Bill No. 12 attemptsto providea “safetyvalve” to stabilizerealpropertytaxesfor residents.We
believethatthediscussionmustalsoinvolve not only how revenuesaregeneratedbut alsohow
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therevenuesarespent.Thediscussionshouldfocuson thebudgetpriorities andtheappropriate
orproportionatesharethat eachclassshouldpaybasedon theservicesprovided.

In theprior FD1 versionof thebill, therewasanattemptto itemizespecificcostsfiguresforthe
Administrationbudget. It requiredproposedbudgets,overthelastthreeyears,for:

1. Payroll;
2. Debt Service;
3. RetirementSystem;
4. EmployerStateandFederalTaxContribution
~. Employerretirementcontribution;
6. Employerhealthfundcontribution.

TheCDi versionof thebill doesnotrequirethis itemizationof thebudget. Webelievethat this
informationis necessaryfortheCouncil to understandwherethebudgetcouldbereducedor
reprioritizedbasedon projectedtaxrevenues.CDi alsointroducesanewterm“uncontrollable
costadjustments”which is notdefinedin thebill. We would recommendthatthebill be
amendedto provideitemizedbudgetinformation,over a3 to 5 yearperiod,for thosespecific
budgeteditemslistedabove.

Thefollowing tableis compiledfrom datafromtheRealPropertyTax Division, City andCounty
ofHonoluluwebsite.Therevenuesarefor fiscalyear2o05~20o6.Improvedresidentialand
apartmentscomprise90% ofthetotal numberof recordsorparcels,yet accountfor roughly60%
ofthetotal realpropertytaxrevenues.Commercial,IndustrialandHotel/Resortrepresent
5.75%of thetotal numberof recordsorparcels,yet accountfor 37.72%ofthetotal realproperty
tax revenues.While it mayappearthatimprovedresidentialandapartmentsaregettingabreak,
thereality is thatthosecostsincurredby commercial,industrialandhotel/resortbusinessesare
passedon to theHonoluluconsumer.Ultimately, residentspay.

Land UseClass # of
Records

% of Total # of
Records

Rate
($)

Revenues
($)

% of
Total

Residential
~ved)

148,402 56.54% $3.75 $256,782,277 44.14%

Apartment 94,610 36.04% $3.75 $92,516,977 15..90%

Commercial 6,070 2.31% $11.37 $109,358,740 i8.8o%
Industrial 3,840 1.46% $11.37 $56,536,574 9.72%

Hotel/Resort 5,188 1.98% $11.37 $53,533,677 9.20%

Agricultural 2,315 .88% $8.57 $6,307,305 i.o8%
Vacant Agricultural 30 .oi% $8.57 $290,240 .o~%

Preservation 8oi .31% $9.57 $3,475,134 .o6%
Residential
(Unimproved)

748 .28% $5.72 $3,000,185 .52%

PublicService 475 .i8% 0 0 0

Total 262,479
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In aboomingandgrowingeconomy,it maybeanopportunetimeto reassessourview oftherole
ofgovernment. Clearly definingourexpectationson thelevelof governmentservicesprovided
atthecountylevelallows usto properlybudgetfortheseservices.Reducingexpenseshopefully
movesustowardsareductionin taxes.Right sizinggovernmentwhenthe economyis doingwell
allowspeoplewho work in programsthatmaynotbe apriority atthis timeto secureemployment
elsewhere.With a2.5 % unemploymentrate,peoplewith marketableskills shouldfind
employmentopportunitiesquickly.

It is a timeto think long-termby not only investingin infrastructurefor our futurebut “right-
sizing” governmentservicesatlevelsthat aresustainablein bothgoodandbadeconomictimes.

Thankyou for this opportunityto expressourviews.


