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3. Explain the difference between "highest and best use" and "actual use."

Highest and best use is an appraisal term requiring that property be appraised as though it were
being put to its most profitable and legal use. The principle entails first identifving the most
appropriate market and second the most profitable use within that market.

Example 1: Jao Parkside is zoned industrial but developed as a residential condominium project.
It is legal to have apartments in industrial zoning. The buyers and sellers (the market) in lao
Parkside mostly use units as a home or long term rental therefore the highest and best use is
apartment.

Example 2: Harbor Lights is zoned hotel but is developed as a residential condominium project.
It is legal to have apartments in hotel zoning. The buyers and sellers (the market) in Harbor Lights
use units as a home or long term rental therefore the highest and best use is apartment.

Example 3: Kaanapali Alii is zoned hotel and is located in aresort area with hotels. It is developed
as a residential condominium project. It is legal to have apartments in hotel zoning. Most buyers
and sellers (the market) in Kaanapali Alii use units as short term rentals (83%). The highest and
best use of units in Kaanapali Alii is hotel. If an owner does not rent their unit, it is an unintended
use and an underutilization of the land and improvement.

4. Provide the number of units that will be affected by the proposed amendment resulting
in units moving to either a lower or higher tax rate classification and the estimated change
in tax revenue expected as a result of these reclassifications.

There are 2,845 units that could be affected by the proposed amendment. Of these units, 121 or
0.4% will move from Hotel/Resort class to Apartment class which will result in a decrease of
$228,920 in tax revenue. About 125 units will move from Commercial class to Hotel/Resort class,
2,599 units could move from Apartment class to Hotel/Resort class. The estimated tax revenue
increase from these changes will be 88,260,634. The net result in the tax revenue will be an increase
of 88,031,714. See Exhibit D.

Thank you for the opportunity to provide information regarding this matter and should you
have any questions, please feel free to contact me at Ext. 7475.

Sincerely,

v DANILO F. AGSALOG
Director of Finance

¢: Scott K. Teruya, Real Property Tax Administrator
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DIRECTOR
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DEPUTY DIRECTOR
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MAYOR

RESIDENTIAL USE DEDICATION

Certain condominium owners may now consider dedicating their properties for Residentiai Use
for a five-year period if their units are being used as a primary residence, or a long-term rental (longer
than 30 days at a time).

This option will allow the properties that are currently on land zoned as mixed use, hotel, or
commercial, and whose Declaration of Condominium or Horizontal Property Regime specifically states
that the unit is allowed to be used as residential, to be classified as Residential, and thereby eligibte for
the historically lower real property tax rate.

On June 16, 2017, the Real Property Assessment Division wili be mailing out ietters and petition
forms to approximately 8,000 owners whose properties may qualify for the dedication.

if approved, the owner must commit to a five-year dedication, which is automatically renewable
for additional five-year periods unless cancelled by either the property owner or the Director of Budget
and Fiscal Services.

Upon sale or transfer of the dedicated property, the dedication will continue for the remainder of
the dedication, but will not be automatically renewed. Once expired, the dedication wiil be cancelled, and
the new owner must file a new petition to dedicate in order to continue with the Residential Classification.

Failure to observe the restrictions will result in a paramount lien upon the property, as weil as
roilback taxes and penalties.

This Residential Use Dedication will replace any previous methods by which condominiums on
non-residential zoned lands were allowed to be classified as Residential. Previously approved
Declaration Regarding Condominium Use forms are deemed to be invaiid. A Home exemption will no
longer automatically qualify a property for a classification as Residential.

The deadiine to file this dedication is September 1, 2017. There will be no grace period or
extension.

Should you have any questions please contact our offices at (808) 768-3799.



LIST OF CONDOMINIUM PROJECTS IMPACTED BY ORDINANCE 17-13

6/19/2017

CONDOMINIUM PROJECT NAME SITE ADDRESS CONDO MASTER TMK | Property Zone
12338 YOUNG STREET 2338 YOUNG ST 280040520000 BUSINESS
2 1441 LEWERS 441 LEWERS ST 260200690000 APARTMENT**
3 1465 KAPAHULU* 465 KAPAHULU AVE 310220060000 BUSINESS
4 |ALOHA SURF HOTEL 444 KANEKAPOLEI ST 260210160000 APARTMENT**
5 |BAMBOO* 2425 KUHIO AVE 260230670000 RESORT
6 [BEACH VILLAS AT KO'OLINA* 92-104 WAIALII PL 910570090000 RESORT
7 |[CABANA AT WAIKIKI 2551 CARTWRIGHT RD 260270270000 RESORT
8 [CENTURY CENTER 1750 KALAKAUA AVE 230320070000 BUSINESS
9 |[EXECUTIVE CENTRE 1088 BISHOP ST 210120040000 BUSINESS
10JFOSTER TOWERS 2500 KALAKAUA AVE 260260140000 RESORT
11{HARBOR COURT 66 QUEEN ST 210020160000 BUSINESS
12 |HAWAIAN COLONY 1946 ALA MOANA BLVD 260070200000 RESORT
13|HAWAIIAN MONARCH 444 NIU ST 260140320000 APARTMENT**
14|ILIKAI APT BLDG 1777 ALA MOANA BLVD 260100070000 RESORT
15(ILIKAI MARINA 1765 ALA MOANA BLVD 260100020000 RESORT
16|IMPERIAL HAWAII RESORT 205 LEWERS ST 260020140000 RESORT
17]ISLAND COLONY 445 SEASIDE AVE 260210260000 APARTMENT**
18]KAIMUKIAN 1120 KOKO HEAD AVE 320060120000 BUSINESS
19[KALAKAUA SANDS 1670 KALAKAUA AVE 230230050000 BUSINESS
20|KALAKAUAN 1911 KALAKAUA AVE 260070040000 RESORT
21|KAPIOLANI MANOR* 1655 MAKALOA ST 230220520000 BUSINESS
22|KUHIO VILLAGE li 2450 PRINCE EDWARD ST 260230450000 RESORT
23|KUHIO VILLAGE | 2463 KUHIO AVE 260230500000 RESORT
24 [LUANA WAIKIKI 2045 KALAKAUA AVE 260060020000 RESORT
25|MARINE SURF WAIKIKI 364 SEASIDE AVE 260190010000 RESORT
26| MEHANA-AWAKEA* MANAWAI ST/KAKALA ST 911600470000 APARTMENT
27|MEHANA-NANALA* KUNEHI ST /MANAWAI ST/KAKALA ST 910161590000 APARTMENT
28{MERIDIAN EAST 14 AULIKE ST 430540130000 BUSINESS
29]OCEAN VILLAS AT TURTLE BAY RESORT 57-020 KUILIMA DR 570010130000 RESORT
30|PACIFIC MONARCH 2427 KUHIO AVE 260230560000 RESORT
31|REGENCY AT BEACHWALK 255 BEACH WALK 260030140000 RESORT
32|RITZ CARLTON TOWER 1 383 KALAIMOKU ST 260180870000 RESORT
33|ROYAL ALOHA 1909 ALA WAI BLVD 260140260000 RESORT
34|ROYAL GARDEN AT WAIKIKI 440 OLOHANA ST 260160390000 APARTMENT**
35|ROYAL QUEEN EMMA 222 VINEYARD ST 210180420000 BUSINESS
36|SEASHORE 2450 KOA AVE 260230180000 RESORT
37[TRADEWINDS PLAZA 2572 LEMON RD 260270200000 RESORT
38|TRUMP INTL HTL & TWR AT WAIKIKI BCHWLK [223 SARATOGA RD 260030610000 RESORT
39|URAKU TOWER* 1341 KAPIOLANI BLVD 230390190000 BUSINESS
40 |[WAIKIKI BEACH TOWER 2470 KALAKAUA AVE 260230070000 RESORT
41|WAIKIKI GRAND HOTEL 134 KAPAHULU AVE 260270310000 RESORT
42 [WAIKIKI PARKWAY APTS 1660 KALAKAUA AVE 230230060000 BUSINESS
43[WAIKIKI SHORES 2161 KALIARD 260040120000 RESORT

*NOT ALL UNITS ARE ELIGIBLE

** APARTMENT ZONE PROPERTIES-Grandfathered Hotel and Resort Use.
DISCLAIMER: The City and County of Honolulu makes every effort to produce
and publish the most current and accurate information available.




Parcel ID (Tax Map Key)

In space above please enter the 12-digit Parcel ID.

For example: 210630150000

REAL PROPERTY ASSESSMENT DIVISION
DEPARTMENT OF
BUDGET AND FISCAL SERVICES
CITY AND COUNTY OF HONOLULU

PETITION TO DEDICATE CERTAIN PROPERTY FOR RESIDENTIAL USE (5 Year Dedication)

Section 8-7.5, Revised Ordinances of Honolulu (“ROH")
(Filing deadline is September 1)

Petitioner Name (Primary Contact Person)

Telephone

Email Address

Site Address

Mailing Address

Q| The property is zoned: (] Apartment [] Business [] Industrial [] Resort [] Transit Oriented Development (TOD)
S [] Fee Simple [_] Leasehold Expiration date of lease:
» [ ] Detached dwelling  Total number of detached dwelling(s):
UZ_, ] Apartment building Number of apartment building(s): Total number of apartment units:
5 [] Condominium unit  Project Name
8 ] Condominium parking unit used in conjunction with residential unit # within the same project.
% [] Condominium storage unit used in conjunction with residential unit # within the same project.
(] I live on the property and/or use it exclusively for my own personal use.
w [[] The property is being rented to one or more tenants for periods of 30 or more consecutive days.
Sl any part of this property used for non-residential purposes? [ ] Yes [ ] No
If yes, indicate non-residential use:

CERTIFICATION OF PETITIONER (5 Year Dedication)
(Please use additional forms for more than 4 owners. If leasehold, the signature of the fee owner is not required.)

I/We hereby petition to dedicate the property for residential use. We certify that the property is in exclusive residential use, which
may include a portion for nonprofit purposes as allowed by Ordinance and all persons having interest in the property have signed
this petition and shall comply with the provisions of Section 8-7.5, ROH. Failure to observe the restrictions on the use of the
property shall cancel the special tax assessment privilege with retroactive effect, and additional taxes and penalties, due and owing
as a result of a breach of the dedication shall be a paramount lien upon the real property, in accordance with applicable
ordinances. Pursuant to ROH Section 8-1.3(g), the Director has the authority to inspect records. The Director may request the

following to verify residential use: a) Hawaii State Resident tax return; b) Federal tax return; and c¢) Rental/lease agreements.

Signature of Petitioner Print Name of Petitioner Date
Signature of Petitioner Print Name of Petitioner Date
Signature of Petitioner Print Name of Petitioner Date
Signature of Petitioner Print Name of Petitioner Date

Complete this petition form and deliver or mail (post office cancellation mark), on or before September 1, preceding the tax year for
which you are petitioning to dedicate the property to either:

Real Property Assessment Division
842 Bethel Street, Basement

Honolulu, HI 96813

Real Property Assessment Division
1000 Uluohia Street #206

Kapolei, HI

96707

This petition cannot be filed via facsimile transmission or email. For a receipted copy, submit with a self-addressed stamped
envelope. The Notice of Assessment, which is issued on December 15" each year, shall serve as notification of approval or

disapproval of the petition for dedication.

Received By:

For Tax Year: Petition No.

FOR OFFICIAL USE ONLY
Date Received (post office cancellation mark):

Land Classification []Approved [_]Disapproved

BFS-RP-P-41E (Rev 06/17)

Phone: (808) 768-3799

www.realpropertyhonolulu.com




1.

INSTRUCTIONS FOR FORM (BFS-RP-P-41E)

PETITION TO DEDICATE CERTAIN PROPERTY FOR RESIDENTIAL USE (5 YEAR DEDICATION)

Enter the Parcel ID (Tax Map Key). This information can be found on your Notice of Assessment or
by contacting the Real Property Assessment Division (“RPAD").

Enter the petitioner's name (primary contact person), telephone number, and email address.

Enter the site address of the property and the mailing address of the primary contact person. All
communication regarding this petition will be sent to the mailing address. Should your mailing
address change, please notify the RPAD in writing.

Enter the type of land zoning that the property is located on. |s the property fee simple or
leasehold? If leasehold, enter the expiration date of lease.

Enter the type of improvement(s). Check applicable boxes for description of property to be
dedicated.
1. Detached dwelling and total number of detached dwelling(s).
2. Apartment building, number of apartment building(s) and total number of apartment units.
3. Condominium unit and project name.
4. Condominium parking unit which is used in conjunction with a residential unit within the same
project.
5. Condominium storage unit which is used in conjunction with a residential unit within the same
project.

Enter the type of use. Check applicable boxes.
1. 1live on the property and/or use it exclusively for my own personal use.
2. The property is being rented to one or more tenants for periods of 30 or more consecutive days.
3. Is any part of this property used for non-residential purposes? If yes, indicate non-residential
use.

All owners of record of the property must sign the petition. If leasehold, the signature of the fee
owner is not required; only lessees need to sign the form(s). Please use additional forms for more
than 4 owners.

If hand delivered, the completed petition form must be received by RPAD no later than 4:30 p.m.
on September 1%t preceding the tax year in which the dedication will become effective, at one of the
addresses listed below. If the petition is mailed, it must be postmarked by the U.S. Postal Service
by midnight, September 1. If a receipt of the petition is requested, enclose a self-addressed
stamped envelope. The petition cannot be filed by facsimile transmission or via email.

Real Property Assessment Division Real Property Assessment Division
842 Bethel Street, Basement 1000 Uluohia Street #206
Honolulu, HI 96813 Kapolei, HI 96707

Telephone: (808) 768-3799 Telephone: (808) 768-3799

Note: When the due date for any notice, application, document or remittance required by this chapter falls
on a Saturday, Sunday or legal holiday, the notice, application, document or remittance shall not be due
until the next succeeding day which is not a Saturday, Sunday or legal holiday. [ROH Section 8-1.16]

Additional real property assessment forms and information can be found at www.realpropertyhonolulu.com
and www.honolulupropertytax.com.

IMPORTANT:

The Notice of Assessment, which is issued on December 15th each year, will serve as notification of
approval or disapproval of a petition for dedication.



(B) The approval by the director of the petition to dedicate the land shall constitute a forfeiture on the
part of the owner of any right to change the use of the land for a minimum period of 10 years,
automatically renewable indefinitely, subject to cancellation by either the owner or the director upon
five years' notice at any time.

(C) The failure of the owner to observe the restrictions on the use of the land as a golf course shall cancel
the land assessment based on golf course use retroactive to the date of the dedication, but not more
than 10 years prior to the tax year in which the dedication is canceled; and all differences in the
amount of taxes that were paid and those that would have been due from assessment in the higher
use shall be payable with a six percent a year penalty from the respective dates that these payments
would have been due. Failure to observe the restrictions on the use means failure for a period of over
12 consecutive months to use the land in that manner requested in the petition as a golf course by the
overt act of changing the use for any period. Nothing in this paragraph shall preclude the county from
pursuing any other remedy to enforce the covenant on the use of that land as a golf course.

(D) The director shall prescribe the form of the petition. The petition shall be filed by September Ist of
any calendar year and shall be approved or disapproved by October 3 Ist of such year. If approved,
the assessment based upon the use requested in the dedication shall be effective on October Ist of
the same calendar year.

(E) The owner may appeal any disapproved petition as in the case of an appeal from an assessment.

(F) When the owner has failed to observe the dedication restriction on golf course use, and at which time
the dedication is canceled, the amount of additional taxes due and owing shall attach to the property
as a paramount lien in favor of the county.

(c) Dedicated property operated and used as a golf course shall be valued and assessed for property tax purposes
on the following basis:

(1) The value to be assessed by the director shall be on the basis of its actual use as a golf course rather than
on the valuation based on the highest and best use of the land.

(2) In determining the value of actual use, the factors to be considered shall include, among others, rental
income, cost of development, and sale price.

(d) Covenant Not to Engage in Discrimination. The owner shall covenant in the owner's petition with the director
that the owner will not discriminate against any individual in the use of the golf course facilities because of the
individual's race, sex, religion, color or ancestry.

(Sec. 8-7.4, R.O. 1978 (1987 Supp. to 1983 Ed.); Am. Ord. 96-15, 00-64)

Sec. 8-7.5 Certain property dedicated for residential use.
(a) As used in this section:

"Apartment building” means a multi-family dwelling that is situated on a single parcel, which parcel is not
subdivided into condominium units.

"Detached dwelling" is as defined in Section 21-10.1.

"Dwelling unit" is as defined in Section 21-10.1.

"Lodging unit" is as defined in Section 21-10.1.

"Multi-family dwelling" means a building containing three or more dwelling or lodging units, as defined in
Section 21-10.1, which is not a hotel.

"Owner" means a person who is the fee simple owner of real property, or who is the lessee of real property
whose lease term extends at least five years from the date of the petition.

"Residential use" means the actual use of a dwelling unit or lodging unit as a residence: (1) by occupants for
compensation for periods of 30 or more consecutive days; (2) by the unit owner personally or (3) by the unit owner's
guest(s) without compensation. For purposes of this definition, compensation includes, but is not limited to,
monetary payment, services or labor of employees. Residential use specifically excludes the use of the unit as a
transient vacation unit or for time sharing. For purposes of this dedication, residential use shall include the use of
the unit as a group living facility, a boarding facility, or as special needs housing for the elderly.

(b) The owner of a parcel may dedicate the parcel for residential use and have the property classified as residential
and assessed at its value in residential use, provided that the property:

(1) Is within an apartment, apartment mixed use, resort, business, business mixed use, industrial or industrial
mixed use district; or if it is in the Waikiki special district, is zoned apartment mixed use subprecinct,
resort mixed use precinct, or resort-commercial precinct; or is in a transit-oriented development zone
pursuant to Section 21-9.100;

(2) Is used exclusively for residential use, except that a portion of the property may be used for nonprofit
purposes pursuant to Section 8-10.10; and

(3) The parcel is improved with one or more detached dwellings, as defined in Section 21-10.1 or with one
or more apartment buildings or with both dwellings and apartment buildings.

(¢c) The owner of real property who wishes to dedicate such property for residential use and have the property



(d)

()

(f)

(2)

assessed at its value in residential use according to subsection (b) shall petition the director and declare in such
petition that if the petition is approved, the owner shall meet the applicable requirements of subsection (b)
pertaining to the property.
The approval of the petition by the director to dedicate shall constitute a forfeiture on the part of the owner of
any right to change the use of such person's land for a minimum period of five years, automatically renewable
thereafter for additional periods of five years subject to cancellation by either the owner or the director.
Cancellation of the dedication by the owner must be in writing and submitted to the director by September st
only within the Sth year of the date of the dedication, or the latest five-year renewal period.
For the purpose of this dedication, there is no change in use if the owner demolishes and constructs or
reconstructs one or more detached dwellings or multi-family dwellings, provided that such construction or
reconstruction is permitted pursuant to Chapter 21, Revised Ordinances of Honolulu 1990, as amended, the
replacement structure or structures are completed no less than 24 months after the building permit is issued,
and at least the same number of dwelling or lodging units as those demolished are developed. The five-year
dedication will be suspended during this period of demolition and construction or reconstruction, and the parcel
and any improvements thereon will continue to be classified and assessed at their value in residential use during
the suspension.

(1) Failure of the owner to observe the restrictions on the use of such person's property or the sale of the
property shall cancel the special tax assessment privilege retroactive to the tax year preceding the tax year
in which the breach of the dedication occurs, and all differences in the amount of taxes that were paid and
those that would have been due from assessment in the higher use shall be payable with a 10 percent per
year penalty retroactive to the tax year preceding the tax year in which the breach of the dedication occurs.
Failure to observe the restrictions on the use means failure for a period of over 12 consecutive months to
use the property in the manner requested in the petition or the overt act of changing the use for any period,
or the sale of the real property. Nothing in this subsection shall preclude the county from pursuing any
other remedy to enforce the covenant on the use of the property.

(2) The additional taxes and penalties, due and owing as a result of failure to use or any other breach of the
dedication shall be a paramount lien upon the property as provided for by this chapter.

The director shall prescribe the form of the petition. The petition shall be filed with the director by September

1st of any calendar year. The notice of assessment shall serve as notification of approval or disapproval of the

petition for dedication. If the petition is approved, the assessment based upon the use requested in the
dedication shall be effective as of October 1st of the same calendar year.

The owner may appeal any disapproved petition as in the case of an appeal from an assessment.

(Sec. 8-7.5, R.O. 1978 (1987 Supp. to 1983 Ed.); Am. Ord. 96-15, 09-32, 10-14, 10-30, 10-31, 12-14)

Sec. 8-7.6 Property dedicated for low-income rental housing.

(a)

(b)

(c)

(d)

(e)

(f)

For the purposes of this section, "low-income rental housing" means housing rented at or below the rental rate

limits established by the United States Department of Housing and Urban Development for households earning

50 percent of the city's area median income for the applicable household size, or less.

An owner of real property classified as Residential A used as low-income rental housing may make a five-year

dedication of the property for low-income rental housing use and have the property classified as Residential

provided that:

(1) The property was purchased by the owner for less than $1,000,000;

(2) The property is exclusively used during the dedication period as a rental home or apartment unit with a
lease period of at least one year; and

(3) The rental home or apartment unit is rented at a rate that meets the requirements of low-income rental
housing as defined in subsection (a).

Any owner desiring to dedicate the owner's property for low-income rental housing shall petition the director,

describing the property to be dedicated, providing evidence that the property is currently used exclusively for

affordable rental housing, and declaring that such use will continue in the dedicated tax years and the owner

shall meet the applicable requirements of subsection (b) pertaining to the property.

The director shall prescribe the form of the petition. The petition for the following tax year must be filed

with the director by September 1st of any calendar year. The notice of assessment will serve as notification

of approval or disapproval of the petition for dedication. If the petition is approved, the assessment based

upon the use requested in the dedication will be effective on October 1st of the same calendar year and apply

to the following tax year.

The director shall make a finding whether the property is and will be maintained and used for the sole purpose

of providing low-income rental housing. That finding will be based on the rental agreement or agreements and

such other evidence required of and provided by the owner as the director may deem pertinent.

The approval of the petition by the director shall constitute a forfeiture on the part of the owner of any right to

change the use of the owner's real property for low-income rental housing for the dedication period. The



dedication period may be renewed in the same manner as the initial petition.

(g) The owner may appeal any disapproved petition as in the case of an appeal from an assessment.

(h) (1) Failure of the owner to observe the restrictions on the use of such person's real property will cancel the
exemption retroactive to the date of the initial dedication, and all differences between the amount of taxes
that were paid and the amount that would have been due from assessment without the dedication will be
payable with a 10 percent per year penalty from the respective dates that these payments would have been
due. Failure to observe the restrictions on the use means any failure of 45 consecutive days or more during
the tax year of the exemption to use the real property in the manner certified in the petition or the overt
act of changing the use for any period. Nothing in this subsection precludes the city from pursuing any
other remedy to enforce the covenant on the use of the real property.

(2) The additional taxes and penalties, due and owing as a result of failure to use or any other breach of the
dedication will be a paramount lien upon the property as provided for by this chapter.

(i) Prior to September 1st in each of the five years of the dedication, the owner shall submit to the director a copy

of the rental agreement to be in force in the upcoming tax year.

(j) The director shall make and adopt necessary rules and regulations to administer this section.

(Added by Ord. 15-6; Am. Ord. 16-8)

Article 8. Wasteland Development

Sections:
8-8.1 Definitions.
8-8.2 Eligibility.
8-8.3 Application.
8-8.4 Classification.

8-8.5 Development and maintenance of wasteland development property.
8-8.6 Special tax assessment,
8-8.7 Declassification.

§-8.8 Appeals.

Sec. 8-8.1 Definitions.

When used in this article:

"Department" means the department of finance.

"Director”" means the director of the department of finance.

The term "owner" includes any person leasing the real property of another under a lease having a stated term
of not less than 30 years.

"Wasteland" means land which is classified as such by the director of the department of finance.
(Sec. 8-8.1, R.O. 1978 (1983 Ed.))

Sec. 8-8.2 Eligibility.

Any property of not less than 25 acres in area is eligible for classification as wasteland development property
if it meets the classification requirements of wasteland property as established by the director of finance. No real
property under a lease having an unexpired term of less than 30 years shall be eligible for classification as wasteland
development property.

(Sec. 8-8.2, R.O. 1978 (1983 Ed.))

Sec. 8-8.3 Application.

The owner of any property may apply to the director of finance for classification of the owner's land as
wasteland development property. The application shall include a description of the property, the manner in which
the property will be developed, and such additional information as may be required by the director. The application
shall state that all persons having any interest in or holding any encumbrance upon the property have joined in
making the application and that all of them will comply with the laws and regulations relating to the use, building
requirements, and development of real property.

(Sec. 8-8.3, R.O. 1978 (1983 Ed.))

Sec. 8-8.4 Classification.

(a) Within four months after the filing of the application with the director of finance, the director shall make a
finding of fact as to the eligibility of such land for classification as wasteland development property, whether
it can be developed in the manner specified by the owner, whether the development will add to the development
of the economy of the state, and whether the development will broaden the tax base of the state. The






REAL PROPERTY TAXES §19-1

CHAPTER 19
REAL PROPERTY TAXES
Article 1. Administration.

Section 19-1. Purpose.

The purpose of this chapter is to implement the authority granted to the County to
assess, impose and collect real property tax based on an amendment to the State
constitution which was adopted on November 7, 1978, by the electorate. This chapter
will provide for the administration, assessment, and collection of real property tax,
including exemptions therefrom, dedication of land, and appeals.

(1983 CC, ¢ 19, art 1, sec 19-1; am 1997, ord 97-84, sec 1.)

Section 19-2. Definitions.

Wherever used in this chapter:

“Affordable rental housing” means a residential unit where the rental cost does not
exceed the affordable rental rate.

“Affordable rental rate” is a monthly rent not to exceed seventy-five percent of the
Payment Standards as established by the office of housing and community development
as of the first of January each year.

“Agriculture use value” means the productivity value for assessment purposes
determined for lands being put to any agricultural use.

“Certification of rental rate” means the sworn statement of the parcel owner
attesting under penalty of law the rental rate that the land owner will charge and
maintain for all renters on that parcel for that calendar year.

“Commercial agricultural activities” shall mean the use of property to generate
income, monetary gain or economic benefit in the form of money or money’s worth of a
minimum $2,000 annual gross income per farm operation, which may include multiple
parcels that need not be contiguous, and/or the use of property that adheres to generally
accepted standards or recognized practices within that agricultural industry.

“Commercial agricultural use dedication” means the use of land on a continuous
and regular basis that demonstrates the owner is engaged in commercial agricultural
activities from:

(1) Intensive agriculture;

(2) Orchards;

(3) Feed crops and fast rotation forestry; or

(4) Pasture and slow rotation forestry.

“Continuous and regular basis” shall be evidenced by the recurring planting,
cultivation and harvesting of crops or ongoing animal husbandry or aquaculture
activities that adhere to generally accepted standards or recognized practices within
that agricultural industry.

“County” means the County of Hawai'l.

19-1



§ 19-53

HAwWAI'T CoUNTY CODE

(h) Eligibility for affordable rental housing class.

()

0)

(1)

2)
3)
4)

Real property occupied as affordable rental housing must be rented at a rate
not to exceed the affordable rental rate for the entire calendar year claimed
and must be legally permitted by all codes.

All rental units on affordable rental housing properties must be rented at the
affordable rental rates.

Affordable rental housing properties shall not be excluded by the owner’s
principal residence also being on the property.

For properties in the affordable rental housing class as of January 1, 2008, the
assessed value of the property shall not increase more than three percent per
tax year until the parcel is sold or any portion thereof sold by way of
conveyance which is subject to conveyance tax under terms of chapter 247,
Hawai'i Revised Statutes, at which time the property will be assessed at
market value. In addition to the three percent limit of this subsection, any
improvements undertaken on the property within the tax year shall be
assessed at market value. All parcels entering this class after January 1,
2008, shall have the assessed value as of January 1 of the following year and
be subject to the above provisions.

Application for the affordable rental housing class.

(1)

2)

3

No affordable rental housing classification shall be granted unless the
claimant shall annually have filed with the department of finance, on or before
December 31 preceding the tax year for which such classification is claimed, a
claim for such classification in such form as shall be prescribed by the
department and shall include but not be limited to rental agreements signed
by the renter or excise tax returns.

No affordable rental housing classification shall be granted unless and until a
Hawai'i County real property tax assessor evaluates the property and
establishes its current market value.

The landowner shall submit a certification of rental rates affirming that the
rental rates charged to all renters on that parcel shall be at the affordable
rental rate and that rate will be maintained for the calendar year.

Breach of affordable rental housing class.

(1)
@)

Rental of any unit during the calendar year at a rate higher than the
affordable rental rate shall breach the classification.

Any conveyance of the parcel or portion of the parcel subject to conveyance tax
under terms of chapter 247, Hawai‘i Revised Statutes, shall breach the
classification.

19-30



REAL PROPERTY TAXES §19-53

(3) Upon breach of the classification, the tax assessment shall be cancelled
retroactive to the date of the classification, but for not more than the current
year, and all difference in the amount of taxes that were paid and those that
would have been due from the assessment in the higher classification shall be
payable with a ten percent penalty.

(1983 CC, ¢ 19, art 7, sec 19-53; am 1982, ord 834, sec 2; am 1984, ord 84-21, sec 1; am
1990, ord 90-136, sec 2; ord 90-157, sec 1; am 1991, ord 91-143, sec 2; am 1996, ord 96-
71, sec 2; am 1997, ord 97-84, sec 1; ord 97-153, sec 2; am 2000, ord 00-48, sec 2; am
2003, ord 03-103, secs 2 and 3; am 2004, ord 04-67, sec 1; ord 04-121, sec 2; ord 04-143,
sec 2; am 2006, ord 06-147, sec 2; am 2007, ord 07-107, secs 3 and 4; ord 07-163, sec 2;
am 2008, ord 08-156, sec 2; am 2013, ord 13-72, sec 2; am 2014, ord 14-97, sec 2.)

Section 19-53.1. Valuation of public utilities.

(a)

(b)

Notwithstanding any section to the contrary, the director of finance, in determining

the market value assessment of the property of the public utilities, may use the

values for real property as set forth in the annual financial reports of the public

utilities as filed with the Public Utilities Commission, pursuant to chapter 269,

Hawail Revised Statutes, as the basis for the director’s assessment, which shall be

deemed prima facie correct. Due to the unique nature of the public utility and its

equipment, assignment of values to individual tax map keys is not required.

For the purposes of this section, the following definitions are also adopted:

(1) “Public utilities” are as defined in section 269-1, Hawai‘i Revised Statutes.

(2) “Outside plant” means public utility real property, predominantly production,
transmission, collection, switching, and distribution facilities, that may consist
of one or more of the following:

(A) Units that have physical and functional characteristics that are so
similar that they are accounted for as a group or class and are generally
installed on easements.

(B) Transmission cable, wire or pipes, including support or conduit
structures.

(C) Substation equipment.

(D) Measuring and regulating equipment.

(E) Generation equipment.

(F) Storage equipment.

(G) Switching equipment.

(3) “Plant or structure” means public utility real property improvements that are
not outside plant, such as buildings, generating stations, production plants,
gas compressor stations, boilers, switching plants, dams and reservoirs, circuit
equipment, radio systems, terminals, satellite facilities, storage, wells,
pumping facilities, and including those items which are included in the outside
plant definition above.

(4) “Property” is the same as defined in section 19-2.
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Hawalt County Tax Ra

Fiscal Year Beginning July 1, 2017 to June 3¢, 2018

Tax Rate Per Tax Rate Per
$1.000 Met $1.000 Met
Taxable Building Taxable Land

PROPERTY CLASS

0 Affordable Rental Housing $6.15 $6.15

1 Residential $11.10 31110

2 Apartment $11.70 $1170

3 Commercial 310.70 $10.70

4 industrial $10.70 $10.70

5 Agricuttural and Mative Forest 39 3% $9.35

6 Conservation $11.85 $11.55

7 HoteliResort $11.55 $11.55

9 Homeowner 3615 $6.15

Chapter 19 Article 11, Section 13-90 of the Hawaii County Code provides that the tax rates be set on or before June 20 preceding the tax year for
which property tax revenues are to be raised. The Fiscal Year 2017-2013 tax rates were approved on June 5. 2017 by the County of Hawan County
Council Resolution Mo 21317
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ORDINANCE NO.__ 1016 BILL NO. 2659, Draft 2

A BILL FOR AN ORDINANCE AMENDING CHAPTER 5A,
SECTION 5A-11A.1, KAUA'I COUNTY CODE 1987, AS AMENDED,
RELATING TO THE BENEFICIAL TAX RATE FOR PROPERTY USED
FOR LONG-TERM AFFORDABLE RENTAL

BE IT ORDAINED BY THE COUNCIL OF THE COUNTY OF KAUA', STATE
OF HAWAT'L:

SECTION 1. Chapter 5A, Kaua‘i County Code 1987, as amended, is
hereby amended by amending Section 5A-11A.1 to read as follows:

“Sec. 5A-11A.1 Beneficial Tax Rate for Property Used for Long-Term
Affordable Rental.

(a) Definitions. As used 1n this Section:

‘Dwelling” means a building or portion thereof designed or used
exclusively for residential occupancy and having all necessary facilities for
permanent residency such as living, sleeping, cooking, eating and sanitation.

“Long-term affordable rental” means a dwelling subject to a written
lease agreement with a term of one (1) year or more and at a monthly rent not
to exceed the maximum housing cost based on [eighty percent (80%) of the
Kaua median household income as set forth in the Kaua'i County Housing
Agency Affordable Rental Housing Guideline] the long-term affordable rental
limit for the year in which the owner files his or her application.

“Long-term affordable rental limit” means the midpoint of the maximum
rental limits for each unit tvpe using between eighty percent (80%) and one
hundred percent (100%) of the Kaua‘it median household income as defined by
the Kaua'i County Housing Agency Rental Housing Guidelines.

Any owner who owns real property that is rented or leased as a
long-term affordable rental shall receive the homestead tax rate as provided in
Sec. 5A-6.4 provided that all dwellings on the property are long-term affordable
rentals or owner-occupied.

(©) The owner may apply for the beneficial tax rate on a single year
or multi-year basis. An owner with a multi-year written lease agreement may
apply to receive the beneficial tax rate for each yvear that the lease agreement
1s 1n effect up to a maximum of three (3) years, provided that rent in each year
of the lease does not exceed the long term affordable rental limits at the time
of application. For each subsequent year of the multi-year lease, the owner
shall file by September 30, an annual affidavit confirming the unit(s) is still
being rented at the specified rent level in accordance with the multi-year lease
agreement. At the expiration of the multi-year beneficial tax period, the owner
may file a new application to receive the beneficial tax rate as long as the
property adheres to the long term affordable rental requirements at the time
of the new application.






