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20 Year Deed Restriction

Shared Appreciation

Affordable Housing Guidelines / Policy
What impacts on affordable homeownership









Hale Kaiola Income limits shall be:

CATEGORY HOUSEHOLD INCOME HOMES PRICES | TOTAL NUMBER
OF HOMES
Below Moderate $76,721 to $95,900 $390,000 12
81% - 100% $399.000
Moderate $95,901 to $115,080 $520,000 20
101% - 120% $560,000
Above Moderate $115,081 to $134,260 $599,000 8

121% - 140%







Thousands of Families inquired for 40 Hale Kaiola Units

Qualified Buyers

64 Below Moderate
32 Moderate

14 Above Moderate
110 Total

Deadline for applications

February 28, 2022
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It took 10 months to sell 40 units that was

Hale Kaiola far below market prices.

40 - Families are working with their Lender on their loan approval >

2022 JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC

2023 JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOoV DEC
Buyers cancel
contracts Last Open House
July 30, 2023
First Unit Closed Last Unit Closed
February 1, 2023 . October 17, 2023




10 Year History of Mortgage Interest Rates

7.99% August 2023

6.32%
Mar. 2023




Why did buyers cancel
Contracts?

Purchase Price $399,000
3% Down Payment ($11,970)
Loan Amount $387,030

Feb. 2022 July 2023

3.125% 6.125%

P & | Mortgage payment  $1,657.94 $2,383.01 (Increase of $725.07 per month)

N
DTI (Debt to income Ratio) 39%

*Max DTI for a conventional loans is 49%



February — July 2023




Questions from perspective buyers:

“Why haven't you sold out yet?”

Prices for the units were way below market prices.

Appraisals
$725,000

Sales Price
$560,000

20 Year Deed Restriction
25% Shared Appreciation
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f. Resale. The maximum resale price [shall]
must be established by the department using the
following guidelines:

i An appraisal of the property [shall be]
is required before occupancy.

ii. A second appraisal [shall be] is
required upon a decision to sell the unit.

iii. [Twenty-five] 25 percent of the
difference between the two appraisals [shall]
must be added to the owner's purchase price.
£ An owner of a residential workforce

housing unit that is being resold must sell the unit to
an income-qualified household and notify the

department of the sale. The department [shall] must
verify the sales price.



Appraisals
$725,000

Sales Price
$560,000

20 Year Deed Restriction

25% Shared Appreciation
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Maximum Sales Price if sold before 20 year

h : :
Waximum Sales Price

15t Appraisal of $72.5,000

Purchase price $560,000
$100,000 x 257 = $25,000 * £ 9-008

Wax SP $5%5,000

current Appraisal $25,000
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DTI for an FHA loan can go as high as 55% and typically the interest rates are 1-1.5%
lower than conventional loans.

Borrowers FICO score can go as low as 580









Homeowners will sell every 13 years



Purchase price $560,000
Down Payment ($100.000)
Loan Amount $460,000

70t Year Mortgage Balance

Loan Amouvt $400,000
Balance 10 vears  $340,7¢1
Principle Paid ¢ ©9,2249

20 Year Deed Restriction + 25% Appreciation

Purchase price $560,000
+ ¢ 25,000
WMax SP $5%5,000

HOMEOWNER SELLS
AT T10™ Vear

Sells at $5%5,000
WMortaage Bal. ($340,761)
Ne+ $1a4,239

Down Payment (b
Privciple Paid ¢ 69,230
Shared Appreciation$d 25,000

ROT - $100,000 = 2.5 /



HOMEOWNER SELLS
AT T0™ VYear

Sells at $5%5,000
WMortgage Bal. ($340,7¢1)
Ne+ $104,2239

Down Payment 100 ODD
Principle Paid

Shared Appreciation $ 25 DDO

| i

Sells at $5%5,000

WMortaage Bal. ($45%,719)
Net $126,2%1

Down Payment ¢ 20,000
Privciple Paid ¢ 1,291
Shared Appreciation$ 2.5,000

ROT - $100,000 = 2.5%% /

$%0,000 = CD 470 X 10 years =$32,000

Net $126,201+$P0K +$22K=$230,21






My “Manao”

Local Family of 5 7** Responder / Paramedic



Evaluation / Results

Buyers were not receptive to the 20year Deed Restriction
25% Shared appreciation - Not enough

FHA Approval would help buyers with a higher debt ratio
20 deed restriction will not attract future developers for
Workforce development

The Irony was this was a workforce homes; however the
restrictions did the opposite, it forced local families to move
away and look for other options

Would 10 year deed restrictions and 50% shared appreciation
be a better option for our Maui Ohana?

Should we take a closer look at our Sale price Guidelines?



Hale Kaiola Project

| realize that it was with good intentions that our county council had put this
deed restriction in place it hopes of making it affordable for our local Ohana,
attractive to developers, however it has had the opposite effect. We had
difficulty selling the work force homes. Yes, some is due to the increase in
interest rates, however the biggest obstacle is convincing the homeowners to
buy with the 20 year deed restrictions that are far too restrictive.

lam Tongi famous quote “Priced out of Paradise” — This time not because
of the home sales price but rather the deed restrictions!

As you know a lot can happen in our lives in 20 years. Divorce, Death,
moving and caring of our Kupunas, kids going off to college. Most
homeowners and especially our local families really depend on the equity of
our homes to help pay for their college, medical expense etc. Instead of
giving a hand up for our kamaaina, we inadvertently are suppressing

them!! Pushing our families to move to the 9t Hawaiian Island Las Vegas.
Leaving Maui County for only the rich from the mainland and foreigners who
live here part- time. A'ole! Itis our Kuleana to make things Pono!!!

“Ua Mau ke Ea o ka ‘Aina i ka Pono”

The life_ of the land is perpetuated in righteousness
The life is our people! Please perpetuated our land in righteousness!!




“Years ago, my Pastor told me the answer is in the problem”

* We've identified some of the problems

» Gather the experts in our industry

* Realtors, Developers, Bankers / Mortgage
Professionals, County Housing Department, Council
members.

 Start a round table so that we can collectively tackle
these problems.

* Together we CAN find a better solution for OUR
Ohana here in the County of Maui!
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Mahalo

Ph. (808) 264-5841
Email: misty@themoneystore.com



