
COUNCIL OF THE COUNTY OF MAUI

ECONOMIC DEVELOPMENT AND

BUDGET COMMITTEE

November 20, 2020 Committee
Report No.

__________

Honorable Chair and Members
of the County Council

County of Maui
Wailuku, Maui, Hawaii

Chair and Members:

Your Economic Development and Budget Committee, having met on
November 9, 2020, makes reference to a Miscellaneous Communication
dated May 21, 2019, from the County Clerk, relating to the matter of tax
reform.

By correspondence dated November 2, 2020, your Committee Chair
transmitted a proposed bill, entitled “A BILL FOR AN ORDINANCE
RELATING TO REAL PROPERTY TAX,” to the Department of the
Corporation Counsel for review as to form and legality.

The purpose of the proposed bill is to amend Chapter 3.48, Maui
County Code (“MCC”), to add a “Long-term rental” real property tax
classification.

By correspondence dated November 2, 2020, the Director of Finance
transmitted a proposed bill entitled “A BILL FOR AN ORDINANCE
AMENDING CHAPTER 3.48.305, MAUI COUNTY CODE, RELATING TO
CLASSIFICATION OF REAL PROPERTY.”

The purposes of the proposed bill are to: 1) improve tax rate
classification parity between condominium/planned development real
property and non-condominium real property; 2) improve tax relief
program parity; 3) create an incentive for owners to convert vacant
residential real property into long-term rentals; 4) improve real property
tax parity between real property with similar permitted uses; 5) improve
revenue stability; and 6) improve real property tax parity between
condominium and non-condominium vacant land zoned agricultural.
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Your Committee discussed the first proposed bill relating to
establishing a “Long-term rental” real property tax classification
(“Long-term Rental Bill”).

Your Committee discussed the possibility of creating tiers within the
long-term rental real property tax classification. The Director of Finance
said it would not be possible to collect the necessary data until property
owners apply for the new classification. Your Committee determined the
creation of tiers could be explored prior to the bill’s effective date in
January 2022.

Your Committee also considered the possibility of adding a
10-percent penalty for property owners who attempt to claim the long-term
rental real property tax classification illegally.

A representative from the Department of Finance explained the lump
sum exemption was preferable over a percentage exemption because it
would more appropriately estimate fiscal impacts. In addition, she
explained the lump sum exemption will favor lower-valued properties.

The Department representative also clarified that a long-term lessee
who chose to sublet their rental as a short-term rental would no longer
qualify the property for the long-term rental exemption.

Your Committee expressed support for incentivizing long-term
rentals in Maui County.

Your Committee discussed the second proposed bill relating to
proposed amendments to Chapter 3.48.305, MCC (“Condo Equity Bill”).

The Department representative said condominiums currently have
the option to be classified in a tax-rate classification lower than what they
would normally be classified at. She provided an example of commercial
properties, which are not able to be reclassified just because they are
vacant.
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Under the proposed condo equity bill, if a property is allowed
short-term rental, the unit will be taxed at the short-term rental rate
unless they qualify for an exemption.

The Department representative confirmed long-term rental is one
exception to the highest and best use requirement. If documentation is
provided that shows the condominium is being used as a long-term rental,
the property could be reclassified.

Your Committee expressed support for providing parity in real
property tax classifications.

Your Committee voted 8-0 to recommend passage on first reading of
the proposed bill related to the creation of a “long-term rental”
classification. Committee Chair Rawlins-Fernandez, Vice-Chair King, and
members Hokama, Kama, Lee, Paltin, Sinenci, and Sugimura voted “aye.”
Committee member Molina was excused.

Your Committee voted 8-0 to recommend passage on first reading of
the proposed bill amending Chapter 3.48.305, MCC. Committee Chair
Rawlins-Fernandez, Vice-Chair King, and members Hokama, Kama, Lee,
Paltin, Sinenci, and Sugimura voted “aye.” Committee member Molina
was excused.

Your Committee is in receipt of revised proposed bills, approved as
to form and legality by the Department of the Corporation Counsel,
incorporating nonsubstantive revisions.

Your Economic Development and Budget Committee
RECOMMENDS the following:

1. That Bill

_____

(2020), attached hereto, entitled “A BILL FOR
AN ORDINANCE RELATING TO REAL PROPERTY TAX,” be
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PASSED ON FIRST READING and be ORDERED TO PRINT;
and

2. That Bill

_____

(2020), attached
AN ORDINANCE AMENDING
COUNTY CODE, RELATING TO
PROPERTY,” be PASSED ON
ORDERED TO PRINT.

hereto, entitled “A BILL FOR
CHAPTER 3.48.305, MAUI
CLASSIFICATION OF REAL
FIRST READING and be

This report is submitted in accordance with Rule 8 of the Rules of
the Council.

KEANI N.W. RAWLINS-FERNANDEZ, Chair

edb:cr:20037ab:ljcm
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BILL NO.

_____

(2020)

A BILL FOR AN ORDINANCE RELATING TO REAL PROPERTY TAX

BE IT ORDAINED BY THE PEOPLE OF THE COUNTY OF MAUI:

SECTION 1. Section 3.48.305, Maui County Code, is amended to read as

follows:

“3.48.305 Classification of real property. A. Except as
otherwise provided in subsection B, real property must be classified,
upon consideration of its highest and best use, into the following
general classes:

1. Owner-occupied.
2. Non-owner-occupied.
3. Apartment.
4. Hotel and resort.
5. Time share.
6. Short-term rental.
7. Agricultural.
8. Conservation.
9. Commercial.
10. Industrial.
11. Commercialized residential.
12. Long-term rental.

B. In assigning land to one of the general classes, the
director must give major consideration to: the districting established
by the land use commission in accordance with chapter 205, Hawaii
Revised Statutes; the districting established by the County in its
general plan and comprehensive zoning ordinance; use
classifications established in the Hawaii state plan; and other
factors that influence highest and best use; except that:

1. Real property that is used as the owners
principal residence and has been granted either a home
exemption in accordance with sections 3.48.4 10 and 3.48.450
or an exemption in accordance with sections 3.48.4 10 and
3.48.475 must be classified as “owner-occupied’ without
regard to its highest and best use.



2. Real property improved with a dwelling, as
defined in the comprehensive zoning ordinance, that would
not be classified as “owner-occupied,” “hotel and resort,” “time
share,” “short-term rental,” “commercial,” “industrial,” [or]
“commercialized residential” or “long-term rental,” must be
classified as “non-owner-occupied.”

3. Multi-dwelling-unit improvements containing five
or more dwellings that would not be classified “short-term
rental” must be classified “apartment.”

4. Real property that serves as the owner’s principal
residence and has been granted a bed and breakfast home
permit, a short-term rental home permit, or a conditional
permit allowing a transient vacation rental use in accordance
with the comprehensive zoning ordinance, must be classified
“commercialized residential” without regard to its highest and
best use, and cannot qualify for a home exemption.

5. Real property that is subject to a time share plan
as defined in section 514E-l, Hawaii Revised Statutes, as
amended, must be classified as “time share.”

6. Unless classified as “time share,” “hotel and
resort,” or “commercialized residential,” lodging or dwelling
units, as defined in the comprehensive zoning ordinance,
occupied by transient tenants for periods of less than six
consecutive months, including real property that does not
serve as the owner’s principal residence and has been granted
a short-term rental home permit or a conditional permit
allowing transient vacation rental use in accordance with the
comprehensive zoning ordinance, must be classified as “short-
term rental” without regard to its highest and best use, and
cannot qualify for a home exemption.

[7. A unit and its appertaining common interest that
are part of a planned development where transient vacation
rentals are permitted, in accordance with chapter 19.32, must
be classified in accordance with subsection 3.48.305(C)(2)(a).
The planned development must form an entity that will
annually report to the director on a form prescribed by the
director, the actual use of each unit in the planned
development along with any information deemed relevant by
the director to determine the actual use of each unit. If the
required annual report is not filed on or before December 1,
the director may classify all units in the planned development
in accordance with subsection 3.48.305(A) for the following
assessment year. The entity must report any change in actual
use of a unit in the planned development within thirty days of
that change. The director may investigate any unit and, if the
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director determines that the actual use differs from the use
reported, the director may reclassify and reassess the unit.]

[8.] 7. Unless classified as ‘ttime share’ or
“commercialized residential,” properties occupied by transient
tenants for periods of less than six consecutive months, have
eight or more lodging or dwelling units as defined in the
comprehensive zoning ordinance, and employ more than
twenty full-time persons, must be classified as “hotel and
resort.”

8. Lodging or dwelling units as defined in the
comprehensive zoning ordinance occupied by long-term
tenants for periods of twelve consecutive months or more to
the same tenant and have been granted a long-term rental
exemption in accordance with sections 3.48.410, 3.48.425,
and 3.48.466 must be classified as “long-term rental,” unless
the property also qualifies for a homeowner exemption
pursuant to section 3.48.450, in which case the property
must be classified “homeowner.” The real property owner
must report any change in actual use of a property with a
long-term rental exemption within thirty days of that change.
The director may investigate any real property and, if the
director determines that the actual use differs from a long-
term rental, the director may reclassify and reassess the real
property.
[C. When property is subdivided into condominium units,

each condominium association or any entity filing a condominium
property regime must file an annual report with the director of all
units in the association, by tax map key number, before December
1 of each calendar year.

1. The director will prescribe the form of the list and
any supporting evidence as necessary. The list must include
whether the unit is vacant, occupied by the owner, or rented
long term or short term, by month.

2. Each unit and its appertaining common interest
must be:

a. Classified upon consideration of its actual
use into one of the general classes as follows:

i. Owner-occupied. Only those units
owned and occupied as a principal home and for
which a home exemption claim was filed and
granted will be classified as “owner-occupied.”

ii. Non-owner-occupied. Only those
units occupied by the owner for personal use or
by a lessee for a term of six consecutive months
or more will be classified as “non-owner-
occupied.
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iii. Commercial. Only those units
occupied by the owner or a lessee for business or
mercantile activities will be classified as
‘commercial.”

iv. Hotel and resort. Unless classified as
“time share” or “commercialized residential,”
properties that are occupied by transient tenants
for periods of less than six consecutive months,
have eight or more lodging or dwelling units as
defined in the comprehensive zoning ordinance,
and employ more than twenty full-time persons,
will be classified as “hotel and resort.”

v. Time share. Units occupied by
transient tenants for periods of less than six
consecutive months that are subject to a time
share plan as defined in section 514E-1, Hawaii
Revised Statutes, as amended, will be classified
as “time share.”

vi. Commercialized residential. Units
that serve as the owner’s principal residence and
that have been granted a bed and breakfast home
permit, a short-term rental home permit, or a
conditional permit allowing transient vacation
rental use in accordance with the comprehensive
zoning ordinance, will be classified as
“commercialized residential.”

vii. Short-term rental. Unless classified
as “time share,” “hotel and resort,” or
“commercialized residential,” lodging or dwelling
units, as defined in the comprehensive zoning
ordinance, occupied by transient tenants for
periods of less than six consecutive months will
be classified as “short-term rental,” including
properties granted a short-term rental home
permit or conditional permit allowing transient
vacation rental use.
b. Deemed a parcel and assessed separately

from other units.
3. The director may, after investigation, reclassify

and reassess any unit in a condominium association found to
be in violation of the owner’s certification of actual use.

4. A condominium owner, the condominium
association, or any entity filing a condominium property
regime must notify the director of any change in a unit’s
classification within thirty days of that change.
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5. If the required annual report is not filed on or
before December 1, the director may classify all units in the
project in accordance with subsection B for the following
assessment year.]
[D.] C. Notwithstanding the foregoing, real property that

does not serve as the owner’s principal residence and was, prior to
May 23, 2012, granted a conditional permit for bed and breakfast or
transient vacation rental use in accordance with the comprehensive
zoning ordinance, and was classified as “commercialized residential”
prior to May 23, 2012, will retain the “commercialized residential”
classification.”

SECTION 2. Section 3.48.410, Maui County Code, is amended to read as

follows:

“3.48.410 [Claims—Filing] Claims—filing required. None
of the exemptions from taxation granted in sections 3.48.450
through [3.48.465] 3.48.466, 3.48.475 through 3.48.500, 3.48.552,
3.48.554, 3.48.557, and 3.48.558 [shall] will be allowed in any case,
unless the claimant [shall have] filed with the department of
finance, on or before December 31 preceding the tax year for which
such exemption is claimed, a claim for exemption in such form as
[shall be] is prescribed by the department. The exemption from
taxation granted in section 3.48.556 [shall] must not be allowed in
any case, unless the claimant [shall have] filed with the
department of finance, on or before June 30 of the tax year for which
such exemption is claimed, a claim for exemption in such form as
[shall be] j. prescribed by the department.”

SECTION 3. Section 3.48.425, Maui County Code, is amended by

amending subsection A to read as follows:

“A. Any person who has been allowed an exemption under
sections 3.48.450 through [3.48.465,] 3.48.466, 3.48.475 through
3.48.500, 3.48.552, 3.48.554, 3.48.557, and 3.48.558 has a duty to
report to the assessor within thirty days after ceasing to qualify for
such an exemption for one oil, but not limited to,] the following
reasons:

1. Ceasing to be the owner, lessee, or purchaser of
the exempt premises;

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
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3. Some other change in status has occurred which
affects the exemption.”

SECTION 4. Section 3.48.430, Maui County Code, is amended to read as

follows:

“3.48.430 [Disallowance—Certificate.] Disallowance—
certificate. If the assessor is of the view that, for any tax year, the
exemption should not be allowed, in whole or in part, [he] they may
at any time within five years of January 1 of that year disallow the
exemption for that year, in whole or in part, and may add to the
assessment list for that year the amount of value involved, in the
manner provided for by ordinance for the assessment of omitted
property; provided, that if an assessment or addition under this
section is made after April 9 preceding the tax year, the taxes on the
amount of value involved in the assessment or addition so made
[shall] must be made a lien as provided for by ordinance by recording
a certificate setting forth the amount of tax involved, penalties, and
interest.”

SECTION 5. Section 3.48.435, Maui County Code, is amended to read as

follows:

“3.48.435 Recordation of report or certificate. In any case
of recordation of a certificate for the amount of the civil penalty
under section 3.48.425, or for the amount of tax, penalties and
interest assessed or added under section 3.48.430, a person [shall
be] is deemed to have an interest arising before the recordation of
the certificate only if and to the extent that [he] the person acquired
[his] their interest in good faith and for a valuable consideration
without notice of a violation of the requirements of section 3.48.425
having occurred.”

SECTION 6. Section 3.48.450, Maui County Code, is amended by

amending subsection B to read as follows:

“B. The provisions of subsection A [shall] ffl apply,
provided, as follows:

1. That no such exemption [shall] be allowed to
any corporation, copartnership, or company[;].

2. That the exemption [shall] ffl not be allowed on
more than one home for any one taxpayer[;].
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3. That where the taxpayer has acquired a home by
a deed made on or after July 1, 1951, the deed [shall] must
have been recorded on or before December 31 immediately
preceding the year for which the exemption is claimed[;]

4. That married persons [shall] ffl not be permitted
an exemption of separate homes, unless they are living
separate and apart, and provide a copy of a decree of
separation from the appropriate court having jurisdiction that
[shall be] is in effect prior to the effective date of the
exemption; and each file a separate income tax return as a
resident of the State of Hawaii with a reported address in the
County the year prior to the effective date of the exemption; in
which case they [shall] will be entitled to one exemption, to be
apportioned equally between each of their respective homes[;J

5. That a person living on premises, a portion of
which is used for commercial purposes, [shall] will not be
entitled to an exemption with respect to such portion, but
[shall] be entitled to an exemption with respect to the
portion thereof used exclusively as a home[; and]

6. That no such exemption [shall] will be allowed for
any real property that is classified as ‘commercialized
residential[.]” or “short-term rental.”

SECTION 7. Chapter 3.48, Maui County Code, is amended by adding a

new section to be appropriately designated and to read as follows:

“3.48.466 Long-term rentals—standards for valuation. A.
Real property occupied as a long-term rental and under signed
contract to lease for twelve consecutive months or more to the same
tenant, as of the date of assessment, by an individual or individuals,
will be exempt only to the following extent from property taxes:

1. For tax years beginning on or after July 1, 2022:
a. Totally exempt where the value of the

property is not in excess of $200,000; or
b. Where the value of the property is in excess

of $200,000, the exemption will be in the amount of
$200,000.

B. The provisions of subsection A will apply, provided, as
follows:

1. That long-term rental exemptions may be allowed
on more than one home for any one taxpayer, provided
however, that the homes are located on different parcels.

2. That where a homeowner resides and in
accordance with the requirements of 3.48.450 qualifies for a
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homeowner exemption, and a long-term rental exemption, for
tax years beginning on or after July 1, 2022:

a. Totally exempt where the value of the
property is not in excess of $300,000: or

b. Where the value of the property is in excess
of $300,000, the exemption will be in the amount of
$100,000.
3. That if a portion of the premises is used for

commercial purposes, such portion of the premises will not be
entitled to an exemption, but will be entitled to an exemption
with respect to the portion thereof used exclusively as a
long-term rental.

4. That no such exemption will be allowed for any
real property that is classified as “commercialized residential”
or as a “short-term rental.”
C. Upon proper application, a taxpayer will be entitled to a

long-term rental exemption, provided the taxpayer provides the
director a copy of the signed lease and all required documentation
requested by the director in order to confirm the long-term rental
occupation, including contact information for the renter as evidence
of continued qualification for an exemption. Failure to respond to
the director’s demand in thirty days will be grounds for denial of a
claim for an exemption.

D. If the director obtains evidence that any use other than
long-term rental use is occurring, such evidence will serve as prima
facie proof that the individual does not qualify for a long-term rental
exemption, and the director must provide written notice to the
individual by mail that the individual does not qualify for an
exemption or continued exemption under this section. Such
evidence may include, but is not limited to, homes that are being
advertised for occupancy by transient tenants for periods of less
than six consecutive months for any period during the course of any
assessment year.

E. If during the course of any tax year. the exemption of a
property is revoked, the taxes for the entire tax year will be
recalculated without the exemption.

F. No long-term exemption will be allowed if taxes on the
property are delinquent for more than one year.”

SECTION 8. Material to be repealed is bracketed. New material is

underscored. In printing this bill, the County Clerk need not include the

brackets, the bracketed material, or the underscoring.
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SECTION 9. This ordinance takes effect January 1, 2022.

APPROVED AS TO FORM AND
LEGALITY:

/s/Kristina C. Toshikiyo

KRISTINA C. TOSHIKIYO
Department of the Corporation Counsel

County of Maui
2019-0098

EDB-37 2020-11-12 Ordinance
edb:misc:O37abill 10
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ORDINANCE NO.

____

BILL NO.

_____

(2020)

A BILL FOR AN ORDINANCE AMENDING CHAPTER 3.48.305,
MAUI COUNTY CODE, RELATING TO CLASSIFICATION OF REAL PROPERTY

BE IT ORDAINED BY THE PEOPLE OF THE COUNTY OF MAUI:

SECTION 1. Section 3.48.305, Maui County Code, is amended by

amending subsection C to read as follows:

“C. When property is subdivided into condominium units,
each condominium association or any entity filing a condominium
property regime must file an annual report with the director of all
units in the association, by tax map key number, before December 1
of each calendar year.

1. The director will prescribe the form of the list and
any supporting evidence as necessary. The list must include
whether the unit is vacant, occupied by the owner, or rented
long term or short term, by month.

2. Each unit and its appertaining common interest
must be:

a. Classified upon consideration of its actual
use into one of the general classes as follows:

i. Owner-occupied. Only those units
owned and occupied as a principal home and for
which a home exemption claim was filed and
granted will be classified as “owner-occupied.”

ii. Non-owner-occupied. [Only those
units] Units occupied by the owner for personal
use where transient vacation rental use is
prohibited by the comprehensive zoning
ordinance or units occupied by a lessee for a term
of at least six consecutive months or more [will be
classified as “non-owner-occupied.

iii. Commercial. Only those units
occupied by the owner or a lessee for business or



mercantile activities will be classified as
“commercial.”

iv. Hotel and resort. Unless classified as
“time share” or “commercialized residential,”
properties that are occupied by transient tenants
for periods of less than six consecutive months,
have eight or more lodging or dwelling units as
defined in the comprehensive zoning ordinance,
and employ more than twenty full-time persons,
will be classified as “hotel and resort.”

v. Time share. Units occupied by
transient tenants for periods of less than six
consecutive months that are subject to a time
share plan as defined in section 51 4E- 1, Hawaii
Revised Statutes, as amended, will be classified
as “time share.”

vi. Commercialized residential. Units
that serve as the owner’s principal residence and
that have been granted a bed and breakfast home
permit, a short-term rental home permit, or a
conditional permit allowing transient vacation
rental use in accordance with the comprehensive
zoning ordinance, will be classified as
“commercialized residential.”

vii. Short-term rental. Unless classified
as “time share,” “hotel and resort,” or
“commercialized residential,” lodging or dwelling
units, as defined in the comprehensive zoning
ordinance, occupied by transient tenants for
periods of less than six consecutive months.L [will
be classified as “short-term rental,”] including
properties granted a short-term rental home
permit or conditional permit allowing transient
vacation rental use and units occupied by the
owner for personal use or are vacant where
transient vacation rental use is allowed by the
comprehensive zoning ordinance.

viii. Agriculture. Units that are vacant
land and located in the County agriculture zoning
district.
b. Deemed a parcel and assessed separately

from other units.
3. The director may, after investigation, reclassify

and reassess any unit in a condominium association found to
be in violation of the owner’s certification of actual use.
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4. The director may reciuire an owner to file a return
providing information on the actual use of a unit. The return
must be in a form prescribed by the director. The director
may require documentary evidence, such as a lease agreement
indicating that a unit is occupied by the same lessee for a term
of six consecutive months or more, when a unit is classified
as non-owner-occupied and transient vacation rental use is
permitted. An owner who does not file the return or fails to
respond to an inquiry of the director must be classified at the
highest tax classification allowed for the unit.

[4.]5. A condominium owner, the condominium
association, or any entity filing a condominium property
regime must notify the director of any change in a unit’s
classification within thirty days of that change.

[5.J. If the required annual report is not filed on or
before December 1, the director may classify all units in the
project in accordance with subsection B for the following
assessment year.”

SECTION 2. Material to be repealed is bracketed. New material is

underscored. In printing this bill, the County clerk need not include the

brackets, the bracketed material, or the underscoring.

SECTION 3. This ordinance takes effect upon its approval.

APPROVED AS TO FORM
AND LEGALITY:

/s/Kristina C. Toshikiyo

KRISTINA C. TOSHIKYO
Department of Corporation Counsel
County of Maui
edb:misc:O37abilll 1
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