











(c) Buyer’s Remedies on Seller’s Default. If Seller shall
default in the performance of any obligatign_required of Seller
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together with such late charges, is paid.

14. Common Expenses. In the Sales Agreement, Buyer
acknowledges that the estimates of the common expenses and
Residential Class limited common expenses set forth in Seller’s
Public Report for the Project are only estimates which are likely
to change and do not constitute the representations or warranties
by Seller or anyone else. Buyer further acknowledges future
taxes and maintenance costs are difficult to predict with any
accuracy. BUYER AGREES THAT SUCH ESTIMATES ARE NOT INTENDED TO
BE AND DO NOT CONSTITUTE ANY REPRESENTATIONS OR WARRANTY BY
‘SELLER, INCLUDING BUT NOT LIMITED TO ANY REPRESENTATION OR
WARRANTY AS TO THE ACCURACY OF SUCH ESTIMATES.

15. Use of the Apartment.
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Subject to all applicable zoning and other laws or
reqgulations governing the use of the Residential Apartments, the
Residential Apartments may also be used for certain limited
business or commercial purposes as follows:

(a) The Residential Apartments may be used for holding
business appointments or meetings and related office purposes in
connection with (i) the limited provision of professional and
similar services (including, but not limited to, accounting,
bookkeeping, financial, legal, psychiatric, psychological or
other similar services) or (ii) sales activities not involving a
greater influx of nonresidents into the project than the
toregoing services involve, and relating only to goods,
merchandise or other property not located or kept in the
Apartment (including the appurtenant limited common elements);

Notwithstanding the foregoing, the Apartment Conveyance
instruments for some of the Residential Apartments may restrict
the use of such Apartments to residential purposes only or may
contain other restrictions or limitations on the apartment’s use.
In the event an Apartment Conveyance Instrument for a Residential
Apartment contains more restrictive use provisions than are set
forth in the Sales Agreement, the use provisions of the Apartment
Conveyance Instrument shall control.

The Owners of the Residential Apartments shall have the
right to rent or lease, or otherwise permit the use of their
respective Apartment, for any length or periods of time as the
Owner may desire; provided, however, the Residential Apartments
shall not be used, leased, rented or any undivided interest
therein be transferred for time-sharing purposes or under any
time sharing plan, agreement or arrangement as the same is
defined under Chapter 514E, Hawaii Revised Statutes, as amended.

If an Owner of a Residential Apartment desires to make an
arrangement for rental or occupancy of his Apartment, then the
Owner must make such arrangement without the involvement or
participation of the Developer. THE DEVELOPER HAS NOT AUTHORIZED
ANY AGENT, EMPLOYEE, SALESPERSON OR BROKER TO MAKE ANY
REPRESENTATIONS AS TO RENTAL OR OTHER INCOME FROM ANY APARTMENT
OR AS TO ANY OTHER ECONOMIC BENEFIT, INCLUDING POSSIBLE
ADVANTAGES FROM THE OWNERSHIP OF AN APARTMENT UNDER FEDERAL OR
STATE TAX LAWS, TO BE DERIVED FROM THE PURCHASE OF AN APARTMENT
IN THE PROJECT.

Seller will not sponsor, promote or establish any rental
pool arrangement within the Project in which there is a "pooling"
or sharing of expenses and income among owners of apartments in
the Project.

Permitted uses for the Non-Residential Apartments are also
set forth in the Declaration to which a prospective purchaser may
refer.
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16. New Laws and Events Beyond Seller‘s Control. 1In the
event that the development and construction of the Project is at
any time or from time to time delayed due to any governmental
law, ordinance, rules, restrictions or regulations, including a
zoning change, enacted after the date of acceptance of the Sales
Agreement by Seller (the foregoing are referred to as "New
Laws"), or by the occurrence of a contingency (such as, without
limitation, fire, earthquake, act of God, war, labor disturbance
or economic controls, litigation, or threat of litigation or
other matters or conditions beyond the control of Seller) (the
foregoing are referred to as "Force Majeure Events"), the
nonoccurrence of which was a basic assumption on which the Sales
Agreement was made, the following provisions shall apply:

(a) Seller’s Right to Increase Purchase Price in Certain
Circumstances. If Seller determines that increases in the
development and construction costs because of such delay require
increases in the sales prices of apartments to maintain financial
feasibility of the Project, then and in any such event Seller may
increase the Total Purchase Price of the Apartment only to the
extent necessitated by the increases in development and
construction costs and Seller shall notify Buyer in writing of
any such increases in the Total Purchase Price.

(b) Right to Cancel. If Seller determines that the New
Laws or the Force Majeure Events prevent the construction of the

Project, then Seller shall have the right to rescind the Sales
Agreement.

17. Arbitration. In the event Buyer shall have a claim
against Seller or Seller‘’s agents or representatives (the
"Development Team Members"), or if Seller shall have a claim
against Buyer arising out of or in any way connected with the.
Sales Agreement or the design, development, construction, sale,
marketing, financing or any other activity relating to the
Apartment or the Project, the claims shall be submitted for
resolution in Honolulu, Hawaii by a single arbitrator in
accordance with the Commercial Arbitration Rules of the American
Arbitration Association then in effect. The arbitration shall
also be governed by the applicable provisions of Chapter 658 of
the Hawaii Revised Statutes, as amended. Other terms and
conditions of such arbitration are set forth in Paragraph 35 of
the Sales Agreement.
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PRELIMINARY PUBLIC REPORT
HARBOR COURT
EXHIBIT "M"

SUMMARY OF THE ESCROW AGREEMENT BETWEEN TITLE GUARANTY ESCROW
SERVICES, INC. ("Escrow") and HARBOR COURT DEVELOPERS
("Developer")

1. Sales Contracts Deposited in Escrow. All sales
contracts for the sale of a Unit in the Project shall be
delivered to Escrow. Each sales contract shall contain the
correct names and addresses of the purchasers, shall require that
all payments to be made by the purchasers thereunder shall be
made directly to Escrow and shall be accompanied by the initial
deposit required thereunder.

2. Receipt of Funds by Escrow. Seller shall pay over to
Escrow any monies received by Seller from purchasers under sales
contracts covering Units in the Project, including all
disbursements made on loan commitments, if any, from lending
institutions to an individual Unit purchaser. Unless otherwise
stated under the sales contracts covering the sale of Units in
the Project, all interest earned from any such interest-bearing
account or accounts shall be for the benefit of Seller and shall
be held in escrow by Escrow and disbursed, as herein set forth.

3. Conditions to be Met Prior to Disbursement. Except as
may be otherwise provided in the Escrow Agreement, no
disbursements to Seller (or to the "Collateral Agent" for
Seller’s Lender) of funds held in escrow hereunder shall be made
unless and until the following conditions have been fulfilled:

(a) The Real Estate Commission shall have issued an
effective date for a Final Public Report on the Project;
provided, however, to the extent any sales contracts are entered
into and purchaser’s funds are obtained prior to the issuance of
an effective date for a Final Public Report, no disbursements
shall be made from such purchaser’s funds until (i) an effective
date for such Final Public Report shall have been issued; and
(ii) the purchaser shall have been given a copy of said Final
Public Report and shall have acknowledged receipt of same or
shall have been deemed to have acknowledged receipt of same and
Developer’s attorney shall have delivered a written opinion to
Escrow that the purchaser’s sales contract has become effective;

(b) The Developer or Developer’s attorney shall have
delivered a written opinion to Escrow stating that the
requirements of Sections 514A-40, 514A-62 and 514A-63 of the Act
have been met;

(c) The Developer shall have given Escrow a written waiver
of any option reserved in any sales contract to cancel such sales
contract; and

(d) Notwithstanding the foregoing or any other provision in
the Escrow Agreement to the contrary, up to twenty-five percent



(25%) of the purchase price of 1 Residential Unit (but not other
types of Units) received from a purchaser as a non-refundable
deposit towards the purchase price of such Residential Unit (as
indicated in the applicable sales contract) may be used by the
Developer to pay costs of the construction of the Project in
striect accordance with (i) the Escrow Agreement, (ii) the
requirements of the Act, and any other applicable laws and
ordinances: Within five (5) days of the Developer’s request that
Escrow disburse funds held in the Escrow Account to pay
construction costs approved for payment by the Collateral Agent,
Escrow shall release such funds from the Escrow Account for the
payment of such approved costs; provided that the Escrow Account
contains sufficient funds to make such payment; and provided,
further, that the aggregate of all such funds disbursed from time
to time for the payment of construction costs pursuant to
subparagraph 5(a) of the Escrow Agreement shall not exceed the
twenty-five percent (25%) limitation set forth therein. The
balance of any purchaser’s monies remaining in the Escrow
Account, after payment of Closing Costs, shall be disbursed at

Closing by Escrow into the Collateral Account set up pursuant to
the Escrow Agreement.

(e) Except as set forth in (d) above, disbursements from
the Escrow Account shall be made as soon as the individual
condominium conveyance documents have been recorded and Escrow
has received satisfactory evidence that all mechanics’ and
materialmen’s liens have been cleared (by title insurance or
otherwise) or sufficient funds are available to cover claims if

liens are filed and construction on the relevant Unit(s) of the
Project has been completed.

4. Return of Funds and Documents. Paragraph 4 of the
Escrow Agreement provides that purchaser shall be entitled to a
return of funds and Escrow shall pay such funds to such

purchaser, without interest, if any of the following has
occurred:

(a) Developer and the purchaser shall have requested Escrow
in writing to return to purchaser the funds of purchaser held
hereunder by Escrow; or

(b) Developer shall have notified Escrow of Developer’s
exercise of the option to cancel or rescind the sales contract
pursuant to any right of cancellation or rescission provided
therein or otherwise available to Developer; or

(c) With respect to a purchaser whose funds were obtained
prior to the issuance of an effective date for a Final Public
Report, the purchaser has exercised his right to cancel the
contract pursuant to Section 514A-62 of the Act; or

(d) A purchaser has exercised his right to rescind the
contract pursuant to Section 514A-63 of the Act; or

Exhibit M - Page 2



(e) It is determined that a Unit purchaser has the right to
void the sales contract pursuant to Section 514A-69 of the Act,
and the purchaser has elected to do so.

In any of the foregoing events, Escrow shall, upon the
occurrence of the event described in (a) or (b) above or upon
receipt of a written request for a refund from purchaser upon the
occurrence of an event described in (c), (d) or (e) above, unless
the purchaser has waived or has been deemed to have waived the
right to a refund, pay said funds to said purchaser (less a
cancellation fee of Escrow of not less than $25.00 per unit or a
cancellation fee commensurate with the work done by Escrow prior
to such cancellation, whichever fee is greater, but not greater
than that which is permitted under the Act) and thereupon said
sales contract and any conveyance document theretofore delivered
to Escrow shall be returned to Developer and shall be deemed no
longer held hereunder; provided, however, that no refund shall be
made to a purchaser at purchaser’s request prior to receipt by

Developer of written notice from Escrow of its intent to make
such refund.

(f) If the purchaser indicated the purchaser’s intention to
be an owner-occupant of a Unit under Part VI of the Act by
signing a document entitled "Affidavit of Intent to Purchase and
Reside in an Owner-Occupant Designated Condominium Residential
Unit," and if the purchaser and the Developer so request in
writing, Escrow will refund the purchaser’s deposits upon the
occurrence of one or more of the following events:

(i) No sales contract has been offered to the purchaser
(A) within six (6) months of the issuance of an effective date
for the Project’s first condominium public report (if the
"chronological system" defined in section 514A-101 of the Act has
been used to establish a final reservation list), or (B) within
six (6) months of the public lottery (if the "lottery system”
described in section 514A-101 of the Act has been used to
establish a final reservation list). In this case only, no
cancellation fees will be subtracted from the refund; or

(ii) Before signing a sales contract, the purchaser
requests that his name be removed from the Developer’s final
reservation list; or

(iii) The purchaser chooses not to sign a sales
contract; or

(iv) The purchaser is unable to obtain a loan (or a
commitment for a loan) for sufficient funds to purchase the Unit
by the time the sales contract allows the purchaser to obtain a
loan or a commitment for a loan, and either the purchaser or the
Developer chooses to cancel the sales contract. The Act requires
that the purchaser shall have at least fifty (50) calendar days
from the day the Developer signs and accepts the sales contract
to obtain a loan or a commitment for a loan; or
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(v) The purchaser is required by the Act to rescind the
sales contract because the purchaser will not or cannot reaffirm
upon the execution of the receipt for the Final Public Report the
purchaser’s intention to be an owner-occupant of the Unit. 1In
this case, Escrow will refund purchaser’s deposits.

Except for cancellations under subparagraph (f) (i)

above, Escrow may deduct from any such refund made to a purchaser
a cancellation fee as set forth above.

6. Purchaser’s Default. Developer shall give notice in
writing to Escrow of the occurrence of each event which initiates
an obligation of a purchaser to make a payment to Escrow pursuant
to the sales contract as well as notice of the amount and due
date of such payment. Escrow shall thereupon promptly give the
purchaser notice of the amount and due date of such payment. If
the purchaser fails to make such payment to Escrow on or before
the due date thereof or if the purchaser fails to perform in any
matter which is being handled by Escrow, Escrow shall promptly
notify Developer of any such failure on the part of the
purchaser. 1If Developer subsequently certifies in writing to
Escrow that Developer has terminated the sales contract due to
any default by such Unit purchaser in accordance with the terms
thereof and provides to Escrow copies of all such notices of
termination sent to the purchaser, Escrow shall thereafter treat
all funds of the purchaser paid on account of such purchaser’s
sales contract as funds of Developer and not as funds of the
purchaser. Thereafter, such funds shall be free of the escrow
established by this Agreement and shall be held by Escrow for the
account of Developer. Upon written request by Developer, Escrow
shall pay such sums to Developer, less any escrow cancellation
fee, shall return to Developer the sales contract of such
purchaser and any other documents theretofore delivered by
Developer to Escrow, and shall return other documents theretofore
delivered to Escrow in connection with the purchase of the unit
to the person from whom, or entity from which, such documents
were received; and, Escrow shall thereupon be released from any

further duties or liability hereunder with respect to such funds
and such purchaser.
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3.

PRELIMINARY PUBLIC REPORT
HARBOR COURT

EXHIBIT "N"
DISCLOSURE ABSTRACT

(A) PROJECT: Harbor Court
66 Queen Street
Honolulu, Hawaii 96813

(B) DEVELOPER: Harbor Court Developers
. 841 Bishop Street, Suite 2300
Honolulu, Hawaii 96813
Telephone: (808) 539-9600

(C) MANAGING

AGENT: Hawaiiana Management Company
1270 Ala Moana Boulevard
Honolulu, Hawaii 96814

Breakdown of annual maintenance fees and monthly estimate
costs for each Unit are shown on Exhibit "A" attached
hereto (revised and updated every twelve (12) months and
certified to have been based on generally accepted
accounting principles).

DESCRIPTION OF ALL WARRANTIES COVERING THE UNITS AND COMMON
LEMENTS.

Upon completion of construction of the Project, the
warranty begins. Developer warrants that Section 12.2.2 of
the Construction Contract for the Project contains a clause
which provides in pertinent part that: "If within one year
after the date of Substantial Completion of the Work ...
any of the Work is found to be not in accordance with the
requirements of the Contract Documents, the Contractor
shall correct it promptly after receipt of written notice
from the Owner to do so unless the Owner has previously
given the Contractor a written acceptance of such
condition."

The Developer will attempt to assign to buyers the
unexpired term, of any, of any manufacturer’s or dealer’s
warranties covering any fixtures or appliances in the
apartment. By such assignment, the Developer will be
merely passing through to buyers any such manufacturer’s or
dealer’s warranties, and the Developer will not be adopting
any such warranties or acting as co-warrantor. Purchaser
acknowledges and agrees that THE DEVELOPER IS NOT ADOPTING
ANY SUCH CONTRACTOR’S, MANUFACTURER’S OR DEALER’S
WARRANTIES, OR ACTING AS CO-WARRANTOR, BUT IS MERELY
ATTEMPTING TO PASS THROUGH TO PURCHASER THE BENEFIT OF ANY
SUCH WARRANTIES.

USE OF UNITS. The Harbor Court Condominium Project will
consist of One Hundred Forty-Eight (148) Apartments, of
which 120 are Residential Apartments located in the



Residential Tower, 18 are Office Apartments located in the
Office Tower, 3 Retail Apartments, 2 Restaurant Apartments
located, 3 Parking Apartments and 2 Management Apartments,
located in the Pedestal Structure.

Residential Apartments. The Residential Apartments may be
used for residential, transient occupancy or condominium-
hotel and accessory purposes, and for any other purposes
permitted under the Land Use Ordinance of the City and
County of Honolulu, as amended. The Residential Apartments
may also be used for holding business appointments or
meetings and related office purposes in connection with (i)
the limited provision of professional and similar services
(including, but not limited to, accounting, bookkeeping,
financial, legal, psychiatric, psychological or other
similar services), or (ii) sales activities not involving a
greater influx of nonresidents into the Project than the
foregoing services involve, and relating only to goods,
merchandise or other property not located or kept in the
Apartment; provided, however, that no Residential Apartment
or limited common element appurtenant thereto shall be used
for the sale or offering for sale of any merchandise or
goods of any kind stored or located on the premises.

Notwithstanding the foregoing, the Apartment Conveyance
Instruments for some of the Residential Apartments may
restrict the use of such Apartments to residential purposes
only or may contain other restrictions or limitations on
the Apartment’s use. TIn the event an Apartment Conveyance
Instrument for a Residential Apartment contains more
restrictive use provisions than are set forth in this
paragraph, the use provisions of the Apartment Conveyance
Instrument shall control.

Office Apartments. The Office Apartments may be used (a)
for office, commercial, retail and accessory purposes, and
(b) for other purposes as permitted under applicable law
and approved by the Fee Owner in its reasonable discretion.

Parking Apartments and Parking Stalls. The Parking
Apartments and those parking stalls which are limited
common elements appurtenant to Apartments may be used (a)
for parking purposes, (b) to the extent legally
permissible, for storage facilities purposes; provided,
however, that Parking Apartments which consist of two or
fewer stalls, and parking stalls which are limited common
elements appurtenant to Apartments, may not be used for
storage facilities purposes without the prior written
consent of the board of Directors, and (c) for other
purposes as permitted under applicable law and approved by
the Fee Owner in its reasonable discretion.

Retail Apartments. The Retail Apartments may be used for
(a) retail, office, food and beverage sales and other
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commercial and accessory purposes, and (b) for such other
purposes as may be permitted under applicable law and
approved by the Fee Owner in its reasonable discretion.

Restaurant Apartments. The Restaurant Apartments may be
used for (a) retail, office, food and beverage sales and
other commercial and accessory purposes, and (b) for such
other purposes as may be permitted under applicable law and
approved by the Fee Owner in its reasonable discretion.

Management Apartments. The Management Apartments may be
used for (a) office, retail, commercial, management and
apartment rental and property management purposes,
including without limitation, concierge-type services, and
(b) for such other purposes as may be permitted under

applicable law and approved by the Fee Owner in its
reasonable discretion.

An apartment owner shall otherwise have the absolute right
to sell, rent, lease or otherwise transfer his respective
apartment in connection with any such occupancy or use for
any length of time subject to the provisions of this
Declaration and any applicable covenant, restriction or
house rule and the zoning ordinance of the County of
Honolulu. The Developer will not sponsor, promote or
establish any rental pool within the Project in which there
is a "pooling" or sharing of expenses and income among
owners of apartments in the Project. If an apartment owner
desires to make an arrangement for rental or occupancy of
his apartment, then the owner must make such arrangement
without the involvement or participation of the Developer.
THE DEVELOPER HAS NOT AUTHORIZED ANY AGENT, SALESMAN OR
BROKER TO MAKE ANY REPRESENTATIONS AS TO RENTAL OR OTHER
INCOME FROM ANY APARTMENT OR AS TO ANY OTHER ECONOMIC
BENEFIT, INCLUDING POSSIBLE ADVANTAGES FROM THE OWNERSHIP
OF AN APARTMENT UNDER FEDERAT, OR STATE TAX LAWS TO BE
DERIVED FROM THE PURCHASE OF AN APARTMENT IN THE PROJECT.
Until the Developer closes the sales of all the apartments
in the Project, no apartment owner shall enter into any
agreement with any apartment owner, purchaser, or lessee of
another apartment in the Project or any other third party

in which an apartment owner agrees to share rental income
from apartments in the Project.
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PRELIMINARY PUBLIC REPC
HARBOR COURT

ESTIMATED OPERATING EXPENSES

For Period July 1, 1993 to June 30, 1994
As Prepared by Developer

Egtimated Annua nges a st e nt

SEE ATTACHED EXHIBITS "A* and “1°*

The Developer certifies that
estimated by the Developer are
accounting principles.

the maintenance fees and costs as
based on generally accepted

HARBOR: COURT DEVELOPERS

By The Beam Barbor Venture,
Its General Partner

By McCormack Barbor Properties, Ltd.
Its Ceneral Partner

It is hereby certified that the foregoing estimate of the Monthly
Common Expenses set forth herein have been based on generally
accepted accounting principles. ‘

HAWAIIANA MANAGEMENT COMPANY, LTD.

WA

773@ Sures
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