


Frequently Asked Questions

What'’s the difference
between “Fee Simple”
and “Leasehold”?

Fee simple ownership is the type of
ownership most people are familiar
with. With fee simple title, the entire
property is acquired — both the land
and the improvements. A fee simple
owner has full rights of ownership: the
right to sell, lease, give it away, and
pass it on to others after death.

Leasehold title conveys the right to
use the land for the amount of time
remaining in the lease. In most cases,
the improvements on the property are
purchased by the lessee, but not the
land. The lessee pays “ground rent” to
the lessor. A sale of leasehold property
is always subject to the Buyer's
approval of the lease documents. No
one can predict what the lessor will do
at the end of the lease. Possibilities
include negotiating a new lease, a
surrender clause, or in some cases, the
purchase of the fee simple interest
may become available.

Plan Ahead and
Please Be On Time

It is often necessary to schedule
showings one or more days in advance.
Another agent may need to meet us,
or we may need to set appointments
according to an occupant’s schedule
or a vacation rental departure.

Will I save money by
buying directly from
listing company?

Sometimes it may seem like calling on
each and every sign you see may save
you some money. This is a common
misconception and one that can be
easily explained!

Sellers have already contractually
agreed with a real estate Broker to list
and sell their property and to pay
them a commission for these services.
That Broker is responsible for
marketing the property and
representing the Seller in the sales
transaction. Calling the Seller's agent
directly will not normally save you any
money at all, and it may cost you the
level of representation that you think
you'll receive.

The best way a buyer can save money
on a purchase is to have top quality,
professional representation. And,
knowing that this service is available at
no additional cost to the Buyer, makes
hiring a Buyer Rep your first and most
intelligent decision in your real estate
experience.

Can we see everything
available?

You probably don’t want to see
“everything available,” but rather find
the best prospects from which to
choose! Action Team agents will listen
to your needs and search through
properties that are available from both
their own listings and those of the
Multiple Listing Service and will weed
out the properties that don’t match
your needs. Our agents will keep you
informed of any new properties as
they come on the market. What could
end up taking you months on your own
can be accomplished in a more timely,
cost effective manner with the help of
a good REALTOR®.

You can help! Be candid with your
agent. When you see something you
like or don't like, say so, and explain
why. The more information you
provide, the faster your agent can
assist you in finding the right property
for you!

Can an agent give
the buyer comps?

When you finally find the right property
for you, it's understandable that you
would want to know whether it's worth
the asking price. Your Action Team
Buyer Representative can offer you

assistance in determining the relative
value of a property by preparing a
comparative market analysis (CMA).
The CMA is a statistical report that
compares the property you are
interested in to similar properties that
have sold recently (usually within the
last six to twelve months). The CMA is
a useful tool in helping you decide a
fair offering price for the property.

Keep in mind you will likely not
unknowingly “overpay” for a property if
you are financing your purchase. Your
loan company will have the property
appraised to insure their investment in
your mortgage.

Why should I call
Action Team Realty?

Because you want the very BEST!
Action Team Realty was formed
because we believe that the Buyer
deserves SERVICE and COMMITMENT
from a real estate agent. If you are a
serious Buyer, Action Team Realty
offers you trained, committed FULL
TIME real estate agents who will help
you to find your Kona property. =
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The Escrow Process

What is Escrow, Anyway?

The complexity of real estate
transactions today necessitates that
numerous contingencies are incor-
porated into the contract, with
deadlines for performance by either
the buyer or seller. Failure to adhere
to the contract terms could render the
contract null and void. The period of
time set aside to satisfy these
contingencies is commonly referred to
as “Escrow.” During the escrow period,
your agent will handle many of the
contingencies for you.

In Hawaii, the escrow company is
responsible for collecting the necessary
paperwork that satisfies the contract
terms from the buyer's and seller’s
agents. It is escrow’s responsibility to
act as a neutral third party to assure
that all contract terms are complied
with by both sides before the sale is
final and to ensure that the buyer

receives good title to the property
being purchased.

During the escrow process many
people are working behind the scenes
to ensure that the transaction is
handled with professional care and
courtesy. Your agent will often
coordinate home inspections, termite
inspections, surveyors, appraisers
and repairmen on your behalf. In
addition, rental companies, tenants
and attorneys often require your
agent's special attention.

The escrow period is a busy time for
your agent. A good agent
communicates with you often during
this period to ensure you are kept
informed of the progress of escrow.
With proper care and attention, the
escrow period is productive, resulting
in the successful “close of escrow.”

Action Team Realty’s commitment is to
ensure that your escrow is as smooth

as possible.

Our goal is not just to close the sale.
It is equally important to us that the
client understands each phase of
the escrow process!

We will need your cooperation in
order to do our job properly. We
understand that you may be busy, but
your transaction is important. We
appreciate your commitment to
respect the dates in your contract.
Please help us help you in achieving
your goal to purchase your new Kona
property. =
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Tax Issues

Defer Capital Gains Tax
on Investment Property

(IRS Section 1031)

The Internal Revenue Code Section
1031 tax-deferred exchange is
Congressional permission to sell
investment real estate and buy “like
kind” investment real estate in order
to defer state and federal taxes on
your capital gain.

The advantage of this tax deferral is
an investor can acquire replacement
property without reducing working
capital. The government, in effect, is
extending an interest-free loan to the
investor.

The ground rules are simple, but it is
extremely important to decide to
participate in a 1031 (or “Starker”)
Exchange BEFORE the close of the
sale of the property that you intend
to “exchange.” A third party
intermediary (also called a facilitator
or accommodator) and your qualified
REALTOR® will guide you through the
entire process.

Any real property held for productive
use in a trade, business, or investment
can be exchanged for “like-kind” real
property.

For example: a single family rental can
be ex-changed for a triplex. Raw land
can be exchanged for an office
building. Most any combination of real
estate investments will work.

Your intermediary will ensure that
you follow the few strict rules of the
Internal Revenue Code:

1. The cooperating party must sign a
novation that indicates the intention
to participate in the other party’s
exchange at no expense or liability
to the cooperating party.

2. You must identify to your inter-
mediary, in writing, a list of
replacement property on or before
45 days after close of escrow of the
relinquished property. You can
identify up to three replacement
properties, or, if you wish to identify
more than three then their total
values may not exceed 200% of the
total value of the relinquished

property.

3. You must take title to your

replacement property within 180
days of the close of escrow on the
sale/exchange.

When transferring your investment or
income property, the rule of thumb is
simple: never sell, always exchange!

As always, you should consult your
attorney or professional tax preparer
for additional information regarding
your particular transaction.

The Sale of Your Home Can
Be Tax Free!

(IRS Section 1034)

Homeowners may exclude up to
$500,000 in gain from the sale of their
principal residence ($250,000 for single
taxpayers). This tax break is
retroactive to May 7, 1997 and is
reusable every two years, although
complicated rules on five-year
ownership, “unforeseen events” and
marital status also apply.

Most homeowners enjoy this tax break
because they can buy a less expensive
home, or sell and rent a new place to
live, without paying tax on the
appreciation of the home they sold.

As always, you should consult your
attorney or professional tax preparer

for additional information regarding
your particular transaction.

Home Tax Exemption

Hawaii county law provides home
exemptions that serve to reduce the
taxable assessed value of your
primary residence, thus reducing
your property tax liability each year.
The exemption is available for
property that is owner occupied as
of January 1 of each year.

There are varying home exemptions
depending on the age of the
homeowner:

Basic Exemption = $40,000
Age 60 - 69 Exemption = $80,000
Age 70+ Exemption = $100,000

In 2005, an additional exemption of
20% of the assessed value of
property not to exceed $80,000 was
enacted. Claims for exemptions
may also be filed by totally disabled
veterans, Hansen's Disease victims,
the blind, deaf and totally disabled,
and

charitable organizations using their
property for non-profit purposes.

For more information on home exemptions,
call (808) 327-3540.

Island of Hawaii
Real Estate Tax Rates

2011

Since July 1,
Owner Occupied:

$5.55 per $1,000 of assessed value
Residential Building:

$9.10 per $1,000 of assessed value
Residential Land:

$9.10 per $1,000 of assessed value

Example: OWNER
OCCUPANT

Assessed Value $500,000
Home Exemption - 540,000
Additional Exemption - 580,000
$380,000

Tax Rate x5.55
2,109,000

divided by 1,000
Annual Assessment = $2,109
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Condo Map
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Big Island Tax Map Key

Physical Location of Hawaii Property

Hawaii uses a system referred to as Tax Map Key (TMK) in
which a unique identification number is assigned to each
property in the state. The number is used to index tax
assessors maps with the final map, identified by the last two
digits, providing special details for the property.

5

North Kohala

The TMK of
the shaded
area would
begin with
3-7-4-X-X

8

South Kona

Breakdown of a Tax Map Key

3 7 4 10 33
Tax Division| Zone | Section Plat Parcel
Identifies the Identifies There Identifies Identifies
County. the tax are the final the
The Big Island district 9 sections | plat page | individual
is Tax (of 9) per zone. in the parcel and
Division 3, where the tax map is shown
Oahu is Tax property is books. on the plat
Division 1, etc. located. page.

4

Division: 3 (All of The Big Island)
Zone: Shown in 9 different colors
Section: Each zone is divided into
9 sections

=

ction

TEAM REALTY, INC.

Toll Free:
Local:

(800) 335-3347
(808) 329-8626

1.800.335.3347




Volcanic & Elevation Maps

Volcanic Risk Assessment

Data Source:

‘ S Volcanic and Seismic Hazards on the Island of Hawaii
% by U.S. Geological Survey (USGS)
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Big Island Elevation

Mountain Peaks

MaunaKea .......... 13,796 ft
Maunaloa .......... 13,677 ft
Hualalai .............. 8,271 ft
Kohala ............... 5,480 ft
Kilavea ............... 4,093 ft

Data Source: County of Hawaii Data Book



Handy Phone Numbers

Government Agencies Schools

Building Division (Building Permits) ....... 327-3520 Holualoa School District . .............. 322-4800
Civil Defense Agency (Natural Disasters) . 935-0031 Kahakai Elementary .................. 327-4313
Fire Department . ........... 0..... .. 961-8336 KealakehelEleMENIAGRY . SIS — 327-4308
Bire®Inspector ............... NS B 327-3546 Kealakehe Intermediate ............... 327-4314
Land and Natural Resources ............ 327-6225 Kealakehe High School ............... 327-4300
. . . .. .........—. 327-4327 Konawaena Elementary .. .............. 323-4555
NEFOISIEice™ "~ 0. . ... ... ... 4 329-5226 Konawaena Middle School .. ............ 323-4566
Parks and Recreation ................. 961-8311 Konawaena High School ............... 323-4500

Planning Department (Zoning) ........... 327-3510

> i;olice Department ................... 326-4222 Community Resources

ublic Works (Engineer Dept.) ........... 327-3530
" Dept. of Health (Wastewater) ... ......... 322-1507 Post Office .......n............. 800 275-8777
\ Motor Vehicle Registration ............. 327-3543
-‘.l.ties West Hawaii Today Newspaper .......... 329-9311
L Pet Quarantine (Agricultural Dept.) . 808 837-8092
Hawaiian Electric Light Company (HELCO) . .. 329-3584 Bar King Dog Kennel . ................. 966-8733
Hawaiian Telcom (Telephone Company) . 643-3456 Vog Hotline . ....... ... ... . ... ...... 885-7143
Oceanic Time Warner Cablevision . . ... .. .. 329-2418 Vog Questions ... ........... ... ... .. 322-1507
Water Department . .................. 322-0600 Office of AgIiNg . ........ .. .. 327-3597
Civil Service . ...... ... .. ... 961-8361
Hospitals Kona Coordinated Services for Elderly .. ... 322-1812
Crime Stoppers  ..........cooiiiun... 329-8181
i ACSDial  w T - S22-9311 Veterans Affairs . ................ 800 827-1000

North Hawaii Community Hospital ........ 885-4444
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Austin Ashley (RA) Marissa Ashley (R), PB

Call or visit us
and put our market knowledge to Workforyou!

Open Daily 8:004M to 5:00Pmu

Our Team specializes in the Kona Real Estate market and is up-to-date
on all market inventory, changes and trends.
Each member of the Team is trained and dedicated to assure all clients receive
the highest level of personal, knowledgeable service.

Toll Free: (800) 335-3347 77-6425 Kuakini Highway, A-4 @
Local: (808) 329-8626 Kailua-Kona, Hawaii 96740
Fax: (866) 814-6076 www.ActionTeam.com






