CONDOMINIUM PUBLIC REPORT

Prepared &

Issued by: Developer, LANAI COMPANY, INC.
Address 1233 Fraser Avenue, P.O. Box 310, Lanai City, Hawaii 96763
Project Name(¥):___ THE VILLAS AT KOELE - PHASE II
Address: Kauna O'a Drive, Lanai City, Hawaii

Registration No. __ 3682 Effective date:__January 31, 1997

Expiration date:__ March 1, 1998

Preparation of this Report:

This report has been prepared by the Developer pursuant to the Condominium Property Act, Chapter 514A, Hawaii Revised
Statutes, as amended. This report is not valid unless the Hawaii Real Estate Commission has issued a registration number and
effective date for the report.

This report has not been prepared or issued by the Real Estate Commission or any other government agency. Neither the
Commission nor any other government agency has judged or approved the merits or value, if any, of the project or of purchasing an
apartment in the project.

Buyers are encouraged to read this report carefully, and to seck professional advice before signing a sales contract for the purchase
of an apartment in the project.

Expiration Date of Reports. Preliminary Public Reports and Final Public Reports automatically expire thirteen (13) months from
the effective date unless a Supplementary Public Report is issued or unless the Commission issues an order, a copy of which is
attached to this report, extending the effective date for the report.

Exception: The Real Estate Commission may issue an order, a copy of which shall be attached to this report, that the final public
report for a two apartment condominium project shall have no expiration date.

Type of Report:
PRELIMINARY The developer may not as yet have created the condominium but has filed with the Real Estate
(yellow) Commission minimal information sufficient for a Preliminary Public Report. A Final Public
Report will be issued by the developer when complete information is filed.
X FINAL The developer has legally created a condominium and has filed complete information with the
(white) Commission.

[X] No prior reports have been issued.
[ 1 This report supersedes all prior public reports.
[ 1 This report must be read together with

SUPPLEMENTARY: This report updates information contained in the:
(pink) [ 1 Preliminary Public Report dated:
[ ] Final Public Report dated:
{ ] Supplementary Public Report dated:

And [ ] Supersedes all prior public reports
[ 1 Must be read together with

[ ] This report reactivates the

public report(s) which expired on

(*) Exactly as named in the Declaration

FORM: RECO-30 286/986/189/1190/892



Disclosure Abstract: Separate Disclosure Abstract on this condominium project:

[X] Required and attached to this report as Exhibit H.
[ ] Not Required - disclosures covered in this report.

SUMMARY OF CHANGES FROM EARLIER PUBLIC REPORTS:
This summary contains a general description of the changes, if any, made by the developer since the last public
report was issued. It is not necessarily all inclusive. Prospective buyers should compare this public report with the earlier reports

if they wish to know the specific changes that have been made.

[X1 No prior reports have been issued by the developer.
[ ] Changes made are as follows:
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General Information On Condominium

A condominium is a special form of real property. To create a condominium in Hawaii, the requirements of the
Condominium Property Act, Chapter 514A, Hawaii Revised Statutes, must be complied with. In addition, certain requirements
and approvals of the County in which the project is located must be satisfied and obtained.

Some condominium projects are leasehold. This means that the land or the building(s) and other improvements are leased
to the buyer. The lease for the land usually requires that at the end of the lease term, the lessees (apartment owners/tenants) deliver
their interest in the land to the lessor (fee property owner). The lease also usually requires that the lessees either (1) convey to the
lessor the building(s) and other improvements, including any improvements paid for by lessees; or (2) remove or dispose of the
improvements at the lessee’s expense. Leases for individual apartments often require that at the end of the lease term, the lessee
deliver to the lessor the apartment, including any improvements placed in the apartment by the lessee.

If you are a typical condominium apartment owner, you will have two kinds of ownership: (1) ownership in your
individual apartment; and (2) an undivided interest in the common elements.

"Common elements" are the areas of the condominium project other than the individual apartments. They are owned
jointly by all apartment owners and include the land, either in fee simple or leasehold, and those part of the building or buildings
intended for common use such as foundations, columns, roofs, halls, elevators and the like. Your undivided interest in the
common elements cannot be separated from ownership of your apartment.

In some condominium projects, some common elements are reserved for the exclusive use of the owners of certain
apartments. These common elements are called "limited common elements” and may include parking stalls, patios, lanais, trash
chutes, and the like.

You will be entitled to exclusive ownership and possession of your apartment. Condominium apartments may be
individually bought, sold, rented, mortgaged or encumbered, and may be disposed of by will, gift, or operation of law.

Your apartment will, however, be part of the group of apartments that comprise the condominium project. Study the
project's Declaration, Bylaws, and House Rules. These documents contain important information on the use and occupancy of
apartments and the common elements as well as the rules of conduct for owners, tenaats, and guests.

Operation of the Condominium Project

The Association of Apartment Owners is the entity through which apartment owners may take action with regard to the
administration, management, and operation of the condominium project. Each apartment owner is automatically a member of the
Association.

The Board of Directors is the governing body of the Association. Unless you serve as a board member or an officer, or
are on a committee appointed by the board, your participation in the administration and operation of the condominium project will
in most cases be limited to your right to vote as an apartment owner. The Board of Directors and officers can take certain actions
without the vote of the owners. For example, the board may hire and fire employees, increase or decrease maintenance fees,
borrower money for repair and improvements and set a budget. Some of these actions may significantly impact the apartment
owners.

Until there is a sufficient number of purchasers of apartments to elect a majority of the Board of Directors, it is likely that
the developer will effectively control the affairs of the Association. It is frequently necessary for the developer to do so during the
early stages of development and the developer may reserve certain special rights to do so in the Declaration and Bylaws.
Prospective buyers should understand that it is important to all apartment owners that the transition of control from the developer to
the apartment owners be accomplished in an orderly manner and in a spirit of cooperation.
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1. PERSONS CONNECTED WITH THE PROJECT

Lanai Company, Inc.

Name
1233 Fraser Avenue, P.O. Box 310

Phone

Business Address
Lanai City, Hawaii_ 96763

: (808) 565-3000

(Business)

Names of officers or general partners of developers who are corporations or partnerships:

See Page 5a

Qkamoto Realty

Name
P. O. Box 949

Business Address
Lanai City, Hawaii 96763

Title Guaranty Escrow Services, Inc.

Name
235 Queen Street

Business Address
Honolulu, Hawaii 96813

U.S. Pacific Builders, Inc.

Name
Pacific Tower
1001 Bishop Street. Suite 1500

Business Address
Honolulu, Hawaii 96813

Lanai Company, Inc.

Name
1233 Fraser Avenue, P.O. Box 310

Business Address
Lanai City, Hawaii 96763

Chaney Brooks & Company

Name
606 Coral Street

Business Address
Honolulu, Hawaii 96813

Goodsill Anderson Quinn & Stifel
{Gail O. Ayabe)

Name
1099 Alakea Street, 18th Floor

Business Address
Honolulu, Hawaii 96813

Phone

Phone

Phone

Phone

Phone

Phone

: (808) 565-3000
(Business)

: (808) 521-0211

(Business)

: (808) 523-8554
(Business)

: (808) 565-3000
(Business)

: (808) 544-1600
(Business)

: (808) 547-5600
(Business)




Names of officers or general partners of developers who are
corporations or partnerships:

David H. Murdock
Thomas C. Hoadley
Lynne Scott Safrit
Vince G. Bagoyo, Jr.
Lawrence K. Kimball
Jennifer Urgquhart
Robert F. Donovan
Kevin R. Shaney
Ralph N. Masuda
Bert T. Kido
Edward C. Roohan
Jeffrey S. Gilliam
Richard Topp

Chairman of the Board & President
Executive Vice President

Executive Vice President

Vice President

Vice President & Treasurer

Vice President

Vice President

Vice President & Secretary

Vice President

Assistant Secretary

Assistant Secretary

Vice President & Assistant Secretary
Vice President & Assistant Secretary
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II. CREATION OF THE CONDOMINIUM;
CONDOMINIUM DOCUMENTS

A condominium is created by recording in the Bureau of Conveyances and/or filing with the Land Court a Declaration of
Condominium Property Regime, a Condominium Map (File Plan), and the Bylaws of the Association of Apartment Owners. The
Condominium Property Act (Chapter 514A, HRS), the Declaration, Bylaws, and House Rules control the rights and obligations of
the apartment owners with respect to the project and the common elements, to each other, and to their respective apartments. The
provisions of these documents are intended to be, and in most cases are, enforceable in a court of law.

A. Declaration of Condominium Property Regime contains a description of the land, buildings, apartments, common elements,

limited common elements, common interests, and other information relating to the condominium project.

The Declaration for this condominium is:

[ 1 Proposed
[ 1 Recorded - Bureau of Conveyances: Document No.

Book Page
[X] Filed - Land Court: Document No. 2357570

The Declaration referred to above has been amended by the following instruments [state name of documents, date and
recording/filing information]:

Condominium Map (File Plan) shows the floor plan, elevation and layout of the condominium project. It also shows the floor
plan, location, apartment number, and dimensions of each apartment.

The Condominium Map for this condominium project is:
[ 1 Proposed
[ ] Recorded - Bureau of Conveyances Condo Map No.
[X] Filed - Land Court Condo Map No. __1177

The Condominium Map has been amended by the following instruments [state name of document, date and recording/filing
information]:

Bylaws of the Association of Apartment Owners govern the operation of the condominium project. They provide for the
manner in which the Board of Directors of the Association of Apartment Owners is elected, the powers and duties of the
Board, the manner in which meetings will be conducted, whether pets are prohibited or allowed and other matters which affect
how the condominium project will be governed.

The Bylaws for this condominium are:

[ 1 Proposed
[ ] Recorded - Bureau of Conveyances: Document No.

Book Page
[X] Filed - Land Court: Document No. 2357571

The Bylaws referred to above have been amended by the following instruments [state name of document, date and recording/
filing information]:



E.

House Rules. The Board of Directors may adopt House Rules to govern the use and operation of the common elements and
limited common elements. House Rules may cover matters such as parking regulations, hours of operation for common
facilities such as recreation areas, use of lanais and requirements for keeping pets. These rules must be followed by owners,
tenants, and guests. They do not need to be recorded or filed to be effective. The initial House Rules are usually adopted by
the developer.

The House Rules for this condominium are:
[ ] Proposed [X] Adopted [ ] Developer does not plan to adopt House Rules

Changes to Condominium Documents

Changes to the Declaration, Condominium Map, and Bylaws are effective only if they are duly adopted and recorded and/or
filed. Changes to House Rules do not need to be recorded or filed to be effective.

1. Apartment Owners: Minimum percentage of common interest which must vote for or give written consent to changes:
Minimum
Set by Law This Condominium
Declaration 75 %* 75 %o **
(and Condo Map)
Bylaws 65% 65%
House Rules - Majority of the Board of Directors

* The percentages for individual condominium projects may be more than the minimum set by law for projects with five
or fewer apartments.
**Certain amendments require mortgagee approval. See paragraphs 21 and 22 of the Declaration.

2. Developer:

[ 1 No rights have been reserved by the developer to change the Declaration, Condominium Map, Bylaws or House
Rules.

[X] Developer has reserved the following rights to change the Declaration, Condominium Map, Bylaws or House
Rules:
Under paragraph 20.1 of the Declaration, the Developer reserves the right to amend the Declaration, the Condominium

Map and the By-Laws at any time prior to the first recording of a conveyance or transfer (other than for security) of an apartment
and its appurtenances to a party who has not signed the Declaration.

Paragraph 20.1 of the Declaration also permits the Developer to amend the Declaration and the Condominium Map to

file the "as-built” verified statement required by the Condominium Property Act at any time before or after the lease, sale or
conveyance of any of the apartments.

Under paragraph 20.2 of the Declaration, for so long as the Developer retains the right to merge the Project pursuant to

the Declaration, the Developer reserves the right to amend the Declaration, the By-Laws and the Condominium Map for the
purpose of meeting any requirement imposed by any applicable law, the Real Estate Commission of the State of Hawaii, any title
insurance company issuing a title insurance policy on the Project or any of the apartments of the Project, any institutional lender
lending funds on the security of the Project or any of the apartments, or any other governmental or quasi-governmental agency;
provided, however, that no amendment which would change the common interest appurtenant to an apartment or substantially
change the design, location or size of an apartment or the apartment's building shall be made without the consent of all persons
having an interest in the apartment.

Section N of the Rules and Regulations provides that the Developer may amend the Rules and Regulations in any
manner prior to election of the first Board of Directors of the Project.



A.

III. THE CONDOMINIUM PROJECT

Interest to be Converted to Buyer:

X1

[]

[]

Fee Simple: Individual apartments and the common elements, which include the underlying land, will be in fee simple.

Leasehold or Subleasehold: Individual apartments and the common elements, which include the underlying land will
be leasehold.

Leases for the individual apartments and the underlying land usually require that at the end of the lease term,
the lessee (apartment owner/tenant) deliver to the lessor (fee property owner) possession of the leased premises
and all improvements, including improvements paid for by the lessee.

Exhibit ____ contains further explanations regarding the manner in which the renegotiated lease rents will be
calculated and a description of the surrender clause provision(s).

Lease Term Expires:

Rent Renegotiation Date(s):

Lease Rent Payable: [ ] Monthly []1 Quarterly
[] Semi-Annually [] Annually
Exhibit contains a schedule of the lease rent for each apartment per [ ] Month [ ] Year

For Subleaseholds:

[1 Buyer's sublease may be canceled if the master lease between the sublessor and fee owner is:
[] Canceled [ ] Foreclosed

[1 As long as the buyer is not in default, the buyer may continue to occupy the apartment and/or land on the same
terms contained in the sublease even if the master lease is canceled or foreclosed.

Individual Apartments in Fee Simple; Common Interest in the Underlying Land in Leasehold or Subleasehold:

Leases for the underlying land usually require that at the end of the lease term, the lessees (apartment owners/
tenants) deliver to the lessor (fee property owner) their interest in the land and that they either (1) remove or
dispose of the building(s) and other improvements at the lessee's expense; or (2) convey the building(s) and
improvements to the lessor, often at a specified price.

Exhibit contains further explanations regarding the manner in which the renegotiated lease rents will be
calculated and a description of the surrender clause provision(s).

Lease Term Expires:

Rent Renegotiation Date(s):

Lease Rent Payable: [ ] Monthly { ] Quarterly
[]1 Semi-Annually [] Annually
Exhibit contains a schedule of the lease rent for each apartment per [ ] Month [ ] Year



[1 Other:

IMPORTANT INFORMATION ON LEASEHOLD CONDOMINIUM PROJECTS

The information contained in this report is a summary of the terms of the lease. For more detailed information, you should secure
a copy of the lease documents and read them thoroughly.

If you have any legal questions about leasehold property, the lease documents or the terms of the lease and the consequences of
becoming a lessee, you should seek the advice of an attorney.

There are currently no statutory provisions for the mandatory conversion of leasehold condominiums and there are no assurances
that such measures will be enacted in the future.

In leasehold condominium projects, the buyer of an apartment will acquire the right to occupy and use the apartment for the time
stated in the lease agreement. The buyer will not acquire outright or absolute fee simple ownership of the land. The land is owned
by the lessor or the leased fee owner. The apartment owner or lessee must make lease rent payments and comply with the terms of
the lease or be subject to the lessor's enforcement actions. The lease rent payments are usually fixed at specific amounts for fixed
periods of time, and are then subject to renegotiation. Renegotiation may be based on a formula, by arbitration set in the lease
agreement, by law or by agreement between the lessor and lessee. The renegotiated lease rents may increase significantly. At the
end of the lease, the apartment owners may have to surrender the apartments, the improvements and the land back to the lessor
without any compensation (surrender clause).

When leasehold property is sold, title is normally conveyed by means of an assignment of lease, the purpose of which is similar to
that of a deed. The legal and practical effect is different because the assignment conveys only the rights and obligations created by

the lease, not the property itself.

The developer of this condominium project may have entered into a master ground lease with the fee simple owner of the land in
order to develop the project. The developer may have then entered into a sublease or a new lease of the land with the lessee
(apartment owner). The developer may lease the improvements to the apartment owner by way of an apartment lease or sublease,
or sell the improvements to the apartment owners by way of a condominium conveyance or apartment deed.

B. Underlying Land:

Address: Kauna Q’a Drive Tax Map Key: (2) 4-9-21-02
Lanai City, Hawaii (TMK)

[] Address [] TMK is expected to change because

Land Area: __1.373 [1 square feet [X] acre(s) Zoning: PD-L/2




C.

Fee Owner: Lanai Company, Inc.

Name

1233 Fraser Avenue, P.O. Box 310

Address
Lanai City, Hawaii 96763

Sublessor:

Name

Address

Building and Other Improvements:

1. [X] New Building(s)

[ 1 Conversion of Existing Building(s)

[ 1 Both New Building(s) and Conversion

2. Number of Buildings: 2 Floors Per Building land 2
[ ] Exhibit contains further explanations.
3. Principal Construction Material:
[ ] Concrete [ ] Hollow Tile [X] Wood
[X] Other copper roofing, concrete slabs
4. Permitted Uses by Zoning:
No. of  Use Permitted No. of  User Permitted
Apts. By Zoning JApts. By Zoning
[X] Residential 7 [X] Yes [] No [] Ohana . [] Yes []1 No
[1 Commercial _— [] Yes [] No [ ] Industrial - [1 Yes [] No
[] Mix Res/Comm ___ [1 Yes [] No [1 Agricultural . [] Yes []1 No
[ ] Hotel — [] Yes [] No [1 Recreafional - [1 Yes [1 No
[1 Timeshare I [] Yes [] No [] Other: — [] Yes []1 No

Is/Are this/these use(s) specifically permitted by the project's Declaration or Bylaws?

[X] Yes [1 No
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Special Use Restrictions:

The Declaration and Bylaws may contain restrictions on the use and occupancy of the apartments. Restrictions for this
condominium project include but are not limited to:

[X] Pets: 2 pets per apartment (See Section 10.7 of the By-Laws)

[ 1 Number of Occupants:

[X] Other: No timesharing, bed and breakfast or rooming house uses (See Paragraph 12 of the Declaration).

[ 1 There are no special use restrictions.

Interior (fill in appropriate numbers):

Elevators: 0 Stairways: 1 per building Trash Chutes: 0

Apt. Net

Type Quantity BR/Bath Living Area (sf)* Lanai/Patio (sf)
SEE EXHIBIT A

Total Apartments: ___ 7

*Net Living Area is the floor area of the apartment measured from the interior surface of the apartment perimeter
walls.

Other documents and maps may give floor area figures which differ from those above because a different method of
determining the floor area may have been used.

Boundaries of Each Apartment:

SEE EXHIBIT B

Permitted Alterations to Apartments:

SEE EXHIBIT C

11



10.

Parking Stalls:

Total Parking Stalls: 15

Regular Compact Tandem
covered open covered open covered open TOTAL

Assigned i _ _ o 1 14
(for each
unit)
Guest
Unassigned

T F

Extra for

Purchase
Other:

Total
Covered & Open 8 0 7

Each apartment will have the exclusive use of at least __2 __ parking stall(s). Buyers are
encouraged to find out which stall(s) will be available for their use.

[ ] Commercial parking garage permitted in condominium project.
[X] Exhibit _F__ contains additional information on parking stalls for this condominium project.

Recreational and Other Common Facilities:

[ ] There are no recreational or common facilities.
[ ] Swimming pool [X] Storage Area [ 1 Recreation Area
[ ] Laundry Area [ ] Tennis Court [ ] Trash Chute

[X] Other: 1 gazebo structure

Compliance With Building Code and Municipal Regulations; Cost to Cure Violations

[X] There are no violations. . [ } Violations will not be cured.

[ ] Violations and cost to cure are listed below. [ ] Violations will be cured by

Condition and Expected Useful Life of Structural Components, Mechanical, and Electrical Installations
(For conversions of residential apartments in existence for at least five years): Not Applicable.

12



11.

Conformance to Present Zoning Code

a. [X] No variances to zoning code have been granted.

[ ] Variance(s) to zoning code was/were granted as follows:

b. Conforming/Non-Conforming Uses, Structures, Lot

In general, a non-conforming use, structure, or lot is a use, structure, or lot which was lawful at one time but
which does not now conform to present zoning requirements.

Conforming Non-Conforming Illegal
Uses X
Structures X
Lot X

If a variance has been granted or if uses, improvements or lot are either non-conforming or illegal, buyer should
consult with county zoning authorities as to possible limitations which may apply.

Limitations may include restrictions on extending, enlarging, or continuing the non-conformity, and restrictions on
altering and repairing structures. In some cases, a non-conforming structure that is destroyed or damaged cannot be
reconstructed.

The buyer may not be able to obtain financing or insurance if the condominium project has a non-conforming or illegal
use, structure, or lot.

D. Common Elements, Limited Common Elements, Common Interest:

1.

Common Elements: Common Elements are those parts of the condominium project other than the individual
apartments. Although the common elements are owned jointly by all apartment owners, those portions of the common
elements which are designated as limited common elements (see paragraph 2 below) may be used only by those
apartments to which they are assigned. The common elements for this project, as described in the Declaration, are:

[X] described in Exhibit _D__.

[ ] as follows:
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2. Limited Common Elements: Limited Common Elements are those common elements which are reserved for the
exclusive use of the owners of certain apartments.

[ ] There are no limited common elements in this project.
[X] The limited common elements and the apartments which use them, as described in the Declaration, are:
[X] described in Exhibit _E .

[ ]as follows:

3. Common Interest: Each apartment will have an undivided fractional interest in all of the common elements. This
interest is called the "common interest.” It is used to determine each apartment's share of the maintenance fees and
other common profits and expenses of the condominium project. It may also be used for other purposes, including
voting on matters requiring action by apartment owners. The common interests for the apartments in this project, as
described in the Declaration, are:

[X] described in Exhibit _F

[ ]as follows:

Encumbrances Against Title: An encumbrance is a claim against or a liability on the property or a document affecting the title
or use of the property. Encumbrances may have an adverse effect on the property or your purchase and ownership of an
apartment in the project.

Exhibit G described the encumbrances against the title contained in the title report dated December 10, 1996
and issued by Title Guaranty of Hawaii, Incorporated.
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Blanket Liens:

A blanket lien is an encumbrance (such as a mortgage) on the entire condominium project that secures some type of monetary
debt (such as a loan) or other obligation. A blanket lien is usually released on an apartment-by-apartment basis upon payment
of specified sums so that individual apartments can be conveyed to buyers free and clear of the lien.

[X] There are no blanket liens affecting title to the individual apartments.

[ 1 There are blanket liens which may affect title to the individual apartments.

Blanket liens (except for improvement district or utility assessments) must be released before the developer conveys the
apartment to a buyer. The buyer's interest will be affected if the developer defaults and the lien is foreclosed prior to
conveying the apartment to buyer.

Effect on Buyer's Interest and Deposit if Developer Defaults
Type of Lien or Lien is Foreclosed Prior to Conveyance

Construction Warranties:

Warranties for individual apartments and the common elements, including the beginning and ending dates for each warranty,
are as follows:

1. Building and Other Improvements:

SEE SECTION 3 OF EXHIBIT H (THE DISCLOSURE ABSTRACT)

2. Appliances:

SEE SECTION 3 OF EXHIBIT H (THE DISCLOSURE ABSTRACT)
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G. Status of Construction and Estimated Completion Date:

The Developer estimates that construction of the Project commenced in March 1994 and will be completed in
December 1997.

H. Project Phases:

The developer [ X] has [ ]hasnot reserved the right to add to, merge, or phase this condominium.

Summary of Developer's plans or right to perform for future development (such as additions, mergers or phasing):

The Developer, at its option, has the right, but not the obligation, to expand the Project by merging, through an
administrative merger or mergers, the Project with one or more condominium projects located or to be located on lands (or a
portion or portions thereof) adjacent to or in the vicinity of the Project site, and to amend the Declaration to provide for such
merger or mergers without obtaining the approval, consent or joinder of any owner, mortgagee or purchaser of any apartment,
all as set forth in that certain Declaration of Merger of Condominium Phases referred to in Section 26 of the Declaration.

16



IV. CONDOMINIUM MANAGEMENT

A. Management of the Common Elements: The Association of Apartment Owners is responsible for the management of the
common elements and the overall operation of the condominium project. The Association may be permitted, and in some
cases may be required, to employ or retain a condominium managing agent to assist the Association in managing the
condominium project.

Initial Condominium Managing Agent: When the developer or the developer's affiliate is the initial condominium managing
agent, the management contract must have a term of one year or less and the parties must be able to terminate the contract on

notice of 60 days or less.

The initial condominium managing agent for this project, named on page five (5) of this report, is:

[X] not affiliated with the Developer [ ] the Developer or the Developer's affiliate.
[ ] self-managed by the Association of Apartment Owners [ 1other
B. Estimate of Initial Maintenance Fees:

The Association will make assessments against your apartment to provide funds for the operation and maintenance of the
condominium project. If you are delinquent in paying the assessments, your apartment may be liened and sold through a
foreclosure proceeding.

Initial maintenance fees are difficult to estimate and tend to increase as the condominium ages. Maintenance fees may vary
depending on the services provided.
(Disclosure Abstract)
Exhibit H/_ contains a schedule of estimated initial maintenance fees and maintenance fee disbursements (subject to
change).

C. Utility Charges for Apartments:

Each apartment will be billed separately for utilities except for the following checked utilities which are included in the
maintenance fees:

[ 1 None [X] Electricity []Gas [X] Water

(common area only) (common area only)
[X] Sewer [ ] Television Cable [X] Other Refuse Collection, Telephone (for property
(common area only) manager's telephone only)

17



A.

B.

V. MISCELLANEQUS

Sales Documents Filed With the Real Estate Commission:

Sales documents on file with the Real Estate Commission include but are not limited to:

[X] Notice to Owner Occupants

[X] Specimen Sales Contract

Exhibit _] contains a summary of the pertinerit provisions of the sales contract.

[X] Escrow Agreement dated _December 3, 1996.

[ ] Other

Exhibit _J _ contains a summary of the pertinent provisions of the escrow agreement.

Buyer's Right to Cancel Sales Contract

1.

Rights Under the Condominium Property Act (Chapter 514A, HRS):

Preliminary Report: Sales made by the developer are not binding on the prospective buyer. Sales made by the
developer may be binding on the developer unless the developer clearly states in the sales contract that sales are not
binding. A prospective buyer who cancels the sales contract is entitled to a refund of all moneys paid, less any escrow
cancellation fee up to $250.00.

Supplementary Report to a Preliminary Report: Same as for Preliminary Report.

Final Report or Supplementary Report to a Final Report: Sales made by the developer are binding if:

A)  The Developer delivers to the buyer a copy of:
1) Either the Final Public Report OR the Supplementary Public Report which has superseded the Final
Public Report for which an effective date has been issued by the Real Estate Commission;
AND
2) Any other public report issued by the developer prior to the date of delivery, if the report was not
previously delivered to the buyer and if the report has not been superseded;
B) The buyer is given an opportunity to read the report(s); AND
O One of the following has occurred:
1) The buyer has signed a receipt for the report(s) and waived the right to cancel; or
2) Thirty (30) days have passed from the time the report(s) were delivered to the buyer; or
3) The apartment is conveyed to the buyer within 30 days from the date the report(s) were delivered to
the buyer. ‘

Material Change: Binding contracts with the Developer may be rescinded by the buyer if:

A)  There is a material change in the project which directly, substantially, and adversely affects (1) the use or
value of the buyer's apartment or its limited common elements; or (2) the amenities available for buyer's
use; AND

B) The buyer has not waived the right to rescind.

If the buyer rescinds a binding sales contract because there has been a material change, the buyer is entitled to a full
and prompt refund of any moneys the buyer paid.
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2. Rights Under the Sales Contract: Before signing the sales contract, prospective buyers should ask to see and carefully
review all documents relating to the project. If these documents are not in final form, the buyer should ask to see the
most recent draft. These include but are not limited to the:

A)  Condominium Public Reports issued by the developer which have been given an effective date by the Hawaii
Real Estate Commission.

B) Declaration of Condominium Property Regime.

C) Bylaws of the Association of Apartment Owners.

D) House Rules.

E) Condominium Map.

F) Escrow Agreement.

G) Hawaii's Condominium Property Act (Chapter 514A, HRS, as amended) and Hawaii Administrative Rules,
(Chapter 16-107, adopted by the Real Estate Commission, as amended).

H) Other Koele Covenants; Declaration of Merger of Condominium Phases

Copies of the condominium and sales documents and amendments made by the developer are available for review through the
developer and are on file at the Department of Commerce and Consumer Affairs. Reprints of Hawaii's Condominium Property Act
(Chapter 514A, HRS) and Hawaii Administrative Rules, Chapter 16-107, are available at the Cashier's Office, Department of
Commerce and Consumer Affairs, 1010 Richards Street, 3rd Floor, Honolulu, Hawaii, mailing address: P.O. Box 541, Honoluly,
HI 96809, at a nominal cost.

This Public Report is a part of Registration No. __3682 _ filed with the Real Estate Commission on January 7, 1997.

Reproduction of Report. When reproduced, this report must be on:

[ ] yellow paper stock [X] white paper stock [ ] pink paper stock
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C. ADDITIONAL INFORMATION NOT COVERED ABOVE

1. Master Association. The Project is being developed
as part of a larger planned development project, to be known as
"Koele". The Developer intends that all residential components of
Koele, including the Project, will be subject to that certain
Declaration of Covenants, Conditions and Restrictions for Koele
dated December 22, 1994, recorded in the Land Court as Document
No. 2206277, as the same may be amended from time to time
(referred to in the Project's Declaration as the "Master
Declaration"), the Bylaws of the Koele Homeowners Association
dated December 22, 1994, as the same may be amended from time to
time (referred to in the Project's Declaration as the "Master
Bylaws"), and various other documents described in the Project's
Declaration. Each Owner of an apartment in the Project will
automatically become a member of the Koele Homeowners Association
and will have certain rights and obligations as such member, as
more partlcularly described in the Master Declaration. The
obllgatlons include payment to the Koele Homeowners Association of
various assessments which are distinct from and in addition to
assessments each apartment owner will be required to pay to the
Association of Apartment Owners of the Project. Also, various
changes to the Project and apartments will require the prior
approval of the Koele Homeowners Association or various committees
established pursuant to the Master Declaration or the Master

Bylaws.
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C. The developer hereby certifies that all the information contained in this Report and the Exhibits attached to this Report and all
documents to be furnished by the developer to buyers concerning the project have been reviewed by the developer and are, to
the best of the developer's knowledge, information and belief, true, correct and complete.

LANAT COMPANY, INC.
Name of Developer
By: %/ 12-17-9%
Duly AuthorizedSignatory Date

Kevin R. Shaney, Vice President & Secretary
print name & title of person signing above

Distribution:
Department of Finance, County of Maui

Planning Department, County of Maui
Federal Housing Administration
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CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE ~ PHASE II

EXHIBIT A

APARTMENT DESCRIPTION

Approx. Approx.
Net Net

Living Balcony

Apt. Bedroom/ Area in Area in

Type Quantity Bath Sg. Ft. Sg. Ft.
1 1 1/2 1,323.44 -
1R 1 1/2 1,323.44 -
2 1 2/2 1,608.98 -
3 1 2/2% 1,913.32 -
4 1 3/3 2,400.46 163
5 1 3/3 2,431.90 -
6 1 3/3 2,535.84 54

Total Apartments: 7

*Net Living Area is the floor area of the apartment
measured from the interior surface of the apartment
perimeter walls.

other documents and maps may give floor area figures
which differ from those above because a different method
of determining the floor area may have been used.



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II

EXHIBIT B

BOUNDARIES OF EACH APARTMENT

Each apartment consists of the space within the bound-
aries shown on the Condominium Map, which is enclosed by the
perimeter walls and/or the imaginary vertical planes (where there
is no perimeter wall), the floor, and the ceiling, as shown on the
Condominium Map. Each apartment shall be deemed to include:

(i) all the walls and partitions and components thereof which are
not load-bearing within its perimeter walls (ii) all non-
loadbearing, non-structural interior components of the apartment's
perimeter and party walls, (iii) the interior decorated or
finished surfaces of all walls, floors and ceilings, including
floor coverings, (iv) any doors and door frames, windows or panels
along the perimeters, window frames, (v) all fixtures originally
installed therein, and (vi) the decorated or finished surface of
the floor, walls and ceiling of the second-level balconies (if
any) appurtenant to the apartment, and the railing of such balco-
nies. The respective apartments shall not be deemed to include:
(a) the loadbearing or structural components of the perimeter
walls and all exterior components of perimeter walls, whether or
not loadbearing or structural, (b) all loadbearing or structural
components of all interior walls and party walls, (c) the undeco-
rated or unfinished surfaces of the floors and ceilings surround-
ing each apartment, (d) any pipes, shafts, wires, conduits or
other utility or services lines running through such apartment
which are utilized for or serve more than one apartment, the same
being deemed common elements, or (e) the ground-level lanais
appurtenant to the apartments, which are limited common elements.



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II

EXHIBIT C

PERMITTED ALTERATIONS TO APARTMENTS

Subject to the provisions of the Declaration, the Act and
the Master Documents (as defined in the Declaration and the By-
Laws), and except as otherwise provmded in the By-Laws, no owner
of an apartment shall, without the prior written approval of the
Board and the Archltectural Committee (if the Architectural
Committee's approval is requlred under the Master Documents), make
any structural alterations in or additions to his apartment or
make any alterations in (including painting, awnings, jalousies
and screens) or additions to the exterior of his apartment or to
the apartment's building or to the common elements.

An owner may make non-structural alterations and
additions solely within his apartment, or solely within a limited
common element appurtenant to and for the exclusive use of his
apartment, at the owner's sole cost and expense, provided that
such alterations or additions do not affect any other apartment or
other common elements or change the exterior or appearance of the
Project, and provided, further, that any building permit required
for such alterations or additions is first duly obtained and filed
with the Board and the proposed alteration or addition will not
adversely affect the insurance rating for the apartment's building
or the Project's insurance rating or premiums.

No apartment owner shall, without the prior written
approval of the Board and the Archltectural Committee (if the
Architectural Committee's approval is required under the Master
Documents), install any wiring for electrical or telephone
installations, television antenna, machines or air-conditioning
units, or other equipment, flxtures, appliances or appurtenances
whatsoever on the exterior of any building of the Project or
protruding through the walls, windows or roofs thereof.

No apartment owner shall, without the prior written
approval of the Board and the Archltectural Committee (if the
Architectural Committee's approval is required under the Master
Documents), make any structural modifications, changes, additions
or alterations to his lanais or balconies, or add any awnings,
sunscreens, louvers, exhaust vents, wind baffles, or drains.



Owners may not, without the prior written approval of the
Board and the Architectural Committee (if the Architectural
Committee's approval is required under the Master Documents),
apply any substance, material or process to the exterior or
interior surfaces of the apartment's windows which may alter the
exterior color, appearance or reflectivity of the windows.

Article VIII of the By-Laws contains additional
information regarding alterations to the apartments, the common
elements and the limited common elements.



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II

EXHIBIT D

COMMON ELEMENTS

The common elements consist of all portions of the
Project other than the apartments, including specifically, but not
limited to:

(a) The Land, in fee simple;

(b) The limited common elements described in Exhibit E
hereinbelow;

(c) All foundations, columns, girders, beams, supports,
perimeter walls, load-bearing walls, roofs, pumps, ducts, pipes,
wires, conduits, or other utility or service lines which are
located outside the apartments and which are utilized for or serve
more than one apartment, and generally all equipment, apparatus,
installations and personal property existing for common use in the
buildings or located on the Land;

(d) All pipes, wires, ducts, conduits or other utility
or service lines running through an apartment which are utilized
by or serve more than one apartment;

(e) All driveways and other common ways, all garages,
parking spaces and areas, all gazebo structures, all landscaping,
yard areas, fences, gates, retaining walls, mailboxes and mailbox
areas, trash areas, and accessory equipment areas located on the
Land or in any of the buildings;

(f) All other improvements on the Land which are not
part of any apartment.



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II

EXHIBIT E

LIMITED COMMON ELEMENTS

(a) Each apartment shall have appurtenant thereto, as
limited common elements, the parking stalls assigned to such
apartment as shown on Exhibit F hereinbelow. Each apartment shall
initially have assigned thereto one covered parking stall located
in a garage and one uncovered tandem parking stall located
immediately adjacent to the apartment's covered parking stall, as
shown on the Condominium Map.

(b) The apartments in Residential Building 3 shall
collectively have appurtenant thereto as a limited common element
Garage P3D; excluding, however, the parking stalls within Garage
P3D, which are limited common elements appurtenant to the
individual apartments in Residential Building 3, as shown on
Exhibit F hereof.

(c) The apartments in Residential Building 4 shall
collectively have appurtenant thereto as a limited common element
Garage P4B; excluding, however, the parking stalls within Garage
P4B, which are limited common elements appurtenant to the
individual apartments in Residential Building 4, as shown on
Exhibit F hereof.

(d) Each apartment shall have appurtenant thereto as a
limited common element the back ground-level lanai and front entry
lanai immediately adjacent to the apartment as shown on the
Condominium Map, together with the gate to the front entry lanai
and the walls enclosing all or any part of the apartment's lanais,
and together also with all planters within the entry lanai area;
provided, however, that any lanai wall or portion thereof which
separates lanais appurtenant to two different apartments shall be
a limited common element appurtenant to both such apartments.

(e) Any other common element of the Project which is
rationally related to only one apartment shall be deemed a limited
common element appurtenant to and for the exclusive use of such
apartment.



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II1

EXHIBIT F

COMMON INTERESTS AND LIMITED COMMON ELEMENTS

Apt. Apt. Bldg Parking Common
No. Type No. Stalls* Interest
3A 3 3 3A, 3AT 13.911%
3B 4 3 3B, 3BT 18.637%
3C 2 3 3C, 3CT 11.698%
3D 1R 3 3D, 3DT 9.622%
4A 1 4 4A, 4AT 9.622%
4B 6 4 4B, 4BT 18.829%
4C 5 4 4C, ACT 17.681%

*Parking stall 4G is a common element not
assigned to any apartment, and is reserved for guest park-
ing.



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II

EXHIBIT G

ENCUMBRANCES AGAINST TITLE

For any real property taxes that may be due and owing,
reference is made to the Office of the Tax Assessor of the
County of Maui.

Subdivision Agreement (Large Lot) dated June 9, 1988, by and
between Castle & Cooke, Inc. and County of Maui, filed as
Document No. 1558116.

Private Water System Agreement dated November 12, 1993, by and
between Dole Food Company, Inc. and Department of Water Supply
of the County of Maui, filed as Document No. 2094094.

Private Water System Agreement dated January 21, 1994, by and
between Dole Food Company, Inc. and Department of Water Supply
of the County of Maui, filed as Document No. 2131648.

Hold Harmless Agreement dated May 24, 1994, by and between the
county of Maui, Lanai Resort Partners, as Developer, and Dole
Food Company, Inc., as Owner, recorded in the Bureau of
conveyances of the State of Hawaii as Document No. 94-118691.

Designation of Easements 30 and 40 as shown on Map 8 as set
forth by Land Court Order No. 118636, filed November 9, 1994.

Declaration of Merger of Condominium Phases dated May 8, 1995,
filed as Document No. 2238336, as further amended from time to
time.

Grant dated December 13, 1995, filed as Document No. 2285749,
in favor of Maui Electric Company, Limited and GTE Hawaiian
Telephone Company Incorporated, granting a perpetual right and
easement to build, construct, reconstruct, rebuild, repair,
maintain and operate underground power lines, etc., as may be
necessary for the transmission and distribution of
electricity.

Declaration of Condominium Property Regime of The Villas at
Koele - Phase II dated December 17, 1996, filed as Document
No. 2357570, as amended from time to time.



10. By-Laws of the Association of Apartment Owners of The Villas
at Koele - Phase II dated December 17, 1996, filed as Document
No. 2357571, as amended from time to time.



CONDOMINIUM PUBLIC REPORT ON

THE VILLAS AT KOELE - PHASE II
EXHIBIT H

DISCLOSURE ABSTRACT

1. (a) PROJECT: The Villas at Koele - Phase II
Lanai City, Lanai, Hawaii

(b) DEVELOPER: Lanai Company, Inc.
1233 Fraser Avenue
Lanai City, Hawaii 96763
Telephone: (808) 565-3000

(c) PROJECT MANAGER: Chaney Brooks & Company
606 Coral Street
Honolulu, Hawaii 96813
Telephone: (808) 544-1600

2. USE OF APARTMENTS:
(a) Number of Apartments in Project for Residential Use: 7

(b) Proposed Number of Apartments in Project for Hotel Use:
-(=-

(c) Extent of Commercial or Other Nonresidential Development
in Project: None

3. WARRANTIES:

(a) Developer warrants that the Apartment is constructed in
substantial conformity with the plans and specifications (includ-
ing any amendments thereof, or changes and variations therein) and
against any defects in equipment, material, or workmanship and
materials of the Apartment resulting in noncompliance with stan-
dards of quality as measured by acceptable trade practices. This
warranty shall continue for a period of one (1) year from the date
of recordation of the conveyance of title to the original buyer of
the Apartment. The Developer shall remedy, at the Developer's
expense, any substantial nonconformity or such defects and shall
restore any work damaged in fulfilling the terms and conditions of
this warranty. Notwithstanding the generality of the foregoing,
Developer's warranty shall not cover defects in any appliances
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within the Apartment. All appliances within the Apartment shall
be covered solely by the warranties of the respective manufac-
turers thereof and the warranty periods of such warranties may
vary.

(b) Developer has contracted or will contract with a licensed
soil treatment applicator (the "Applicator") for the pre-
construction soil treatment process for the control of subterra-
nean termites and the Developer will require the Applicator to
warrant that if termite infestation should occur within three (3)
years from the date of treatment of the building in which the
Apartment is located, the Applicator will re-treat the soil under
the building in which the Apartment is located using the standards
in effect at the time of re-treatment. The Applicator shall fur-
ther agree to repair all construction damage by subterranean ter-
mites within the one-year warranty period. Developer will trans-
fer to Buyer any warranty from the Applicator. Developer further
agrees without incurring any legal liability, to cooperate with
Buyer to have the Applicator perform all warranties for which the
Applicator is responsible. Buyer understands that the Developer
does not promise that the Applicator will honor his warranties.

(c) Developer's obligations under the foregoing warranties
are expressly conditioned on written notification by Buyer to
Developer of substantial non-conformity, defects or ground termite
infestation within the warranty periods set forth above.

(d) Developer warrants against defects in equipment,
material, or workmanship and materials of the common elements of
the Project resulting in noncompliance with standards of quality
as measured by acceptable trade practices for a period of one (1)
year from the date of original conveyance of title for the first
apartment in the Project that is conveyed by Developer to one or
more third parties other than the Developer and shall apply only
to such instances of defects as to which the Association shall
have given written notice to the Developer within said period of
one (1) year.

4. BREAKDOWN OF ANNUAL MAINTENANCE CHARGES AND ESTIMATED
COSTS FOR EACH APARTMENT:

Attached to this Disclosure Abstract as Exhibit "A" is a
breakdown of the annual maintenance charges and the monthly esti-
mated cost for each apartment in the Project, prepared by the
Developer for the one-year period commencing January 1, 1997 and
certified to have been based on generally accepted accounting
principles. The attached breakdown of annual maintenance charges
and the estimated cost for each apartment are subject to change
based on actual costs of the items listed. The Developer can make
no assurances regarding the estimated maintenance assessments.



Variables such as inflation, uninsured casualty loss or damage,
increased or decreased services from those contemplated by the
Developer, apartment owner delinquencies and other factors may
cause the maintenance assessments to be greater or less than the
estimated maintenance assessments. The breakdown of the estimated
cost for each apartment contained in this Disclosure Abstract does
not include the Buyer's obligation for the payment of the Koele
Homeowners Association initiation assessment or the Koele
Homeowners Association dues or real property taxes and does not
include or otherwise take into account the one-time "start-up" fee
required to be paid in addition to the normal maintenance charges.
Estimates of the real property taxes will be provided by the De-
veloper upon request.
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* NOTE: THE DEVELOPER ADVISES THAT COSTS AND EXPENSES OF *
* MAINTENANCE AND OPERATION OF A CONDOMINIUM PROJECT ARE VERY *
%* DIFFICULT TO ESTIMATE INITIALLY AND EVEN IF SUCH MAINTENANCE *
* CHARGES HAVE BEEN ACCURATELY ESTIMATED, SUCH CHARGES WILL *
* TEND TO INCREASE IN AN INFLATIONARY ECONOMY AND AS THE IM- *
* PROVEMENTS AGE. MAINTENANCE CHARGES CAN VARY DEPENDING ON *
* SERVICES DESIRED BY APARTMENT OWNERS. THE BUYER SHOULD EXAM- *
* INE THE MAINTENANCE CHARGE SCHEDULE TO SEE WHAT SERVICES *
* *
* *

ARE INCLUDED IN THE SCHEDULE.
hkkkkhkkkkhhhhhkhhhhhhhkhhkkhhhhhhhhhkhkhhhhhhhhkkhhkhkkhhhhkkhhhkhkdk

5. TEMPORARY ASSUMPTION BY DEVELOPER OF ACTUAL COMMON EXPENSES:

The Developer will assume all the actual common expenses of
the Project (and therefore an apartment owner will not be obligat-
ed for the payment of his respective share of the common expenses)
until such time as the Developer files with the Real Estate Com-
mission of the State of Hawaii an amended Disclosure Abstract
which states that after a date certain, the respective apartment
owner shall thereafter be obligated to pay for his respective
share of common expenses that is allocated to his apartment; pro-
vided, however, that such amended Disclosure Abstract shall be
filed at least 30 days in advance with the Real Estate Commission,
with a copy thereof being delivered either by mail or personal
delivery after the filing to each of the apartment owners whose
maintenance expenses were assumed by the Developer. The Developer
shall have no obligation to pay for any cash reserves or any other
reserve amounts with respect to or attributable to the period dur-
ing which the Developer assumes the actual common expenses of the
Project.



6. KOELE HOMEOWNERS ASSOCIATION DUES:

Each apartment owner will be required to be a member of the
Koele Homeowners Association. As such member, each apartment
owner will be required to pay Koele Homeowners Association an
initiation assessment and annual and other dues.
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SENT BY:GOODSILL ETAL 112-23-86 ¢ 18:52  (COMMUNICATIONS Prri. -~ 608

CERTIFICATE

I, the undersigned, duly sworn on oath, depose and affirm
as follows:

1. That I am the Development Manager of Lanai Company,
Inc., a Hawaii corporation, the Developer of The Villas at Kogle -
Fhase II condoninium project (the "Project").

2. That I hereby certify that the breakdown of the
annual maintenance charges and the monthly estimated cost for each
apartment in the Project, as set forth in Exhibit "A" attached
heretc and hereby incorporated herein by reference, were deter-
mined pursuant to a reserve study conducted in accordance with
section 514A-83.6 of the Hawaii Revised Statutes and Chapter 107
of the Hawaii Administrative Rules, and are reasonable estimates
for the one-year period commencing January 1, 1997, based on
generally accepted accounting principles.

‘Q : DATED: Lan%} City, Bawaii, this QL%%ﬁ day of
, 199C .

o

RICHARD ALBRECHT
Dsvelopmaent Manager

Subscribed and swci? to
before me this X/ da
of Miétc,be/ ¢ 19954 .

éﬁ@diéﬁj%:i7<i7}ﬁx§allx

Myefary Public, State of Hawaii

My commission expires: éﬁyﬁéﬁf

12,2396 MON 16:46 [TX/RX NO 5085] hoo4
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- EXHIBIT “A%
THE VILLAS AT KOELE -~ PHASE II
Estimated Annual Common Expenses
MONTHLY ANNUAL
Utilities and Sexvicesg ~
Electricity (common elements only) $ 40.80 8 489.60
Gasg ’
Refuse 50.00 600.00
Telephone 10.00 120.00
Water and sewer 250.00 3,000.00
Maintenance. Repairs and Supplies
Building 728.33 8,740.00
Grounds 1,500.00 18,000.00
Manadgement
Management fee 200.00 2,400.00
Payroll -
Office expenses 10.00 120.00
Insurance
Fire & Liability 1,155.00 13,860.00
Reserveg 388.58 4,662.92
Iaxes and Government Assessments 28.33 340,00
ees 100.00 1,200.00
8310 =St ¥ -
Legal 50.00 600.00
Administrative Exp.
Assoc. Dues , -
Misc. —161.08 ~1:932.98
TOTAYL, DISBURSEMENTS ’ . $4,672.12 $56.065,.50
H-6

12-23/96 MON 16:46 [TXI/RI NO 5085] d1005
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(1)

(2)

(3)

(4)

(5)

(6)

The estimated monthly maintenance
Type 1R apartment is $449.55 per month.

The estimated monthly maintenance
apartment is §546.55 per month.

The estimated monthly maintenance
apartment ie $649.94 per month.

The estimataed monthly maintenance
apartment is $870.74 per month.

The estimated monthly maintenance
apartment is $826.08 per month.

The estimated monthly maintenance
apartment is $875.71 per month.

charge for each Type 1 and
charge for each Type 2
charge for each Type 3
charge for each Type 4
charge for each Type 5

charge for each Type 6

12/23/96 MON 16:46 [TX/RX NO 5085] o006



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II

EXHIBIT I

SUMMARY OF SALES AGREEMENT

A specimen Sales Agreement (the "Sales Agreement"), has
been submitted to the Real Estate Commission and is available in
the Sales Office of the Seller. ALL BUYERS AND PROSPECTIVE BUYERS
SHOULD CAREFULLY READ THE SALES AGREEMENT IN FULL, since this
summary is NOT A COMPLETE DESCRIPTION of its provisions. The
Sales Agreement, among other things, covers in more detail the
following items:

1. That certain Declaration of Merger of Condominium
Phases filed or to be filed in the Office of the Assistant
Registrar of the Land Court of the State of Hawaii (herelnafter
called the "Declaration of Merger"), among other things, gives
Seller the right, in its sole and absolute discretion, to cause
and effect an administrative merger or mergers of the Project with
a condominium project or projects located or to be located on
lands (or a portion or portions thereof) adjacent to or in the
vicinity of the Project, as part of the same incremental plan of
development of the Project, such that the use of the respective
common elements, the respective common expenses and the management
of the respective affairs of the Project and the additional phases
are shared, and the administration of the Project and the
additional phases is unified under one association of apartment
owners, but the ownership interests of the apartment owners of the
Project and the additional phases are not altered or affected.
Nothing herein will be deemed to require Seller to develop the
additional phases or to merge the additional phases into the Proj-
ect, or to prohibit Seller from dealing with any lands adjacent to
the Project not merged with the Project, including without limita-
tion, developing all or any part of such lands for purposes incon-
sistent with the merger of such lands into the Project.

2. Seller has given to and/or may give to one or more
lenders a mortgage or mortgages, security agreement or agreements,
and other instruments securing repayment of loan(s) and covering
Seller's ownership rights in the Project, including the individual
apartments. All of the rights and interests which Seller gives to
the lender or lenders will have priority over the buyers' rights
and interests under the Sales Agreements. This applies to any
changes in the loan or loans or the mortgage or mortgages, securi-
ty agreement or agreements or other instruments (including, among
other things, extensions, renewals and other changes). The buyers
give up and subordinate the priority of their rights and interests



under the Sales Agreements in favor of the rights and interests of
Seller's lenders until the final closing and delivery of signed
apartment deeds to the buyers. If Seller's lender or lenders ask
the buyers to do so, the buyers will sign other documents to con-
firm the promises and agreements mentioned above.

3. Seller may (but does not have to) cancel the Sales
Agreement (a) if the buyer's mortgage loan application is rejected
or not approved within 60 days after application, or (b) if the
buyer plans to pay the purchase price in cash but Seller is not
satisfied for any reason with the buyer's ability to make the cash
payments.

4. (a) Seller warrants that the Apartment is con-
structed in substantial conformity with the plans and specifica-
tions (including any amendments thereof, or changes and variations
therein) and against any defects in equipment, material, or work-
manship and materials of the Apartment resulting in noncompliance
with standards of quality as measured by acceptable trade prac-
tices. This warranty shall continue for a period of one (1) year
from the date of recordation of the conveyance of title to the
original buyer of the Apartment. The Seller shall remedy, at the
Seller's expense, any substantial nonconformity or such defects
and shall restore any work damaged in fulfilling the terms and
conditions of this warranty. Notwithstanding the generality of
the foregoing, Seller's warranty shall not cover defects in any
appliances within the Apartment. All appliances within the
Apartment shall be covered solely by the warranties of the
respective manufacturers thereof and the warranty periods of such
warranties may vary.

(b) Seller has contracted or will contract with a
licensed soil treatment applicator (the "“Applicator") for the pre-
construction soil treatment process for the control of subterra-
nean termites and the Seller will require the Applicator to war-
rant that if termite infestation should occur within three (3)
years from the date of treatment of the building in which the
Apartment is located, the Applicator will re-treat the soil under
the building in which the Apartment is located using the standards
in effect at the time of re-treatment. The Applicator shall fur-
ther agree to repair all construction damage by subterranean ter-
mites within the one-year warranty period. Seller will transfer
to buyer any warranty from the Applicator. Seller further agrees
without incurring any legal liability, to cooperate with buyer to
have the Applicator perform all warranties for which the Applica-
tor is responsible. Buyer understands that the Seller does not
promise that the Applicator will honor his warranties.

(c) Seller's obligations under the foregoing warranties
are expressly conditioned on written notification by buyer to



Seller of substantial non-conformity, defects or ground termite
infestation within the warranty periods set forth above.

(d) Seller warrants against defects in equipment,
material, or workmanship and materials of the common elements of
the Project resulting in noncompliance with standards of quality
as measured by acceptable trade practices for a period of one (1)
year from the date of original conveyance of title for the first
apartment in the Project that is conveyed by Seller to one or more
third parties other than the Seller and shall apply only to such
instances of defects as to which the Association shall have given
written notice to the Seller within said period of one (1) year.

5. BUYER AGREES THAT NO ONE (INCLUDING THE SELLER OR
ANY SALESPERSON) HAS REPRESENTED TO BUYER AT ALL ABOUT ANY RENTAL
INCOME OR RENTAL OR SALES SERVICES FOR BUYER'S APARTMENT. IF
BUYER WANTS TO RENT OR SELL THE APARTMENT, HOW BUYER DOES IT WILL
BE UP TO BUYER SUBJECT TO THE RESTRICTIONS CONTAINED HEREIN AND IN
THE DECLARATION, THE BY-LAWS, THE KOELE COVENANTS AND ANY OTHER
DOCUMENTS AFFECTING THE PROPERTY. BUYER ALSO AGREES THAT NO ONE
HAS TALKED TO BUYER AT ALL ABOUT INCOME FROM THE APARTMENT OR ANY
OTHER ECONOMIC BENEFIT TO BE DERIVED FROM THE PURCHASE OR OWNER-
SHIP OF THE APARTMENT OR ABOUT THE TAX EFFECTS OF BUYING THE
APARTMENT.

6. Buyer will pay for the following closing costs: all
of the Escrow fee, all notary fees, all appraisal fees, all re-
cording costs, all charges for buyer's credit report, all costs of
preparing any mortgages and promissory notes, and all title insur-
ance costs. Buyer will also pay all mortgage costs. Buyer will
also pay a nonrefundable start-up fee which will be held and used
by the Seller and the first Managing Agent of the Association as a
working capital fund for the benefit of all the apartment owners.
Buyer agrees that Seller does not have to pay any start-up fee for
any apartment in the Project even if it is owned by Seller. Pro-
ration of maintenance charges and other common expenses, and real
property taxes will be made as of the scheduled Closing Date.

7. If buyer fails to make any payment when it is due or
fails to keep any of buyer's other promises or agreements
contained in the Sales Agreement, then Seller will have the right,
at Seller's sole option and in addition to any other rights
contained in the Sales Agreement, to do any one or more of the
following:

(a) Seller may cancel the Sales Agreement by giving
buyer written notice of cancellation and Seller may keep all sums
paid by buyer under the Sales Agreement as liquidated damages. If
Seller cancels the Sales Agreement, buyer agrees that it will be
difficult and expensive to determine the amount of loss or damage



Seller will suffer. This is because of, among other things,
Seller's commitments relating to the financing of the Project, the
effect of default and cancellation of one sale on other apartment
sales, and the nature of the real estate market in Hawaii. Buyer
agrees that the sums paid by buyer under the Sales Agreement are a
reasonable estimate of a fair payment to Seller for Seller's loss
or damage resulting from buyer's default.

(b) Seller may file a lawsuit for damages.

(c) Seller may file a lawsuit for "specific perfor-
mance" (in other words, a lawsuit to make buyer keep all of
buyer's promises and agreements, including, without limitation,
closing the purchase of the Property).

(d) Seller may take advantage of any other rights
which the law allows or which Seller may have under the Sales
Agreement.

Buyer also agrees to pay for all costs, including
Seller's reasonable lawyers' fees (for both in-house and outside
counsel) and the escrow cancellation fee, which are incurred
because of buyer's default.

8. If Seller fails to keep any of Seller's promises or
agreements contained in the Sales Agreement, buyer may require
Seller to go through with the Sales Agreement, or buyer may cancel
the Sales Agreement. If buyer cancels the Sales Agreement because
of Seller's default, Seller will repay to buyer all sums paid by
buyer to Seller or Escrow under the Sales Agreement, without
interest (unless Buyer is entitled to the interest pursuant to
Article V, Section B.1 of the Sales Agreement).

BUYER AGREES THAT IF SELLER DEFAULTS UNDER THE SALES
AGREEMENT AT ANY TIME, BUYER WILL ONLY HAVE THE RIGHTS MENTIONED
IN THIS SECTION. BUYER GIVES UP ANY OTHER RIGHTS BUYER MIGHT
OTHERWISE HAVE.

9. The buyer understands, acknowledges, covenants and
agrees to the following: '

(a) Utility Effects. The Project is or may be located
adjacent to or in the vicinity of electric, water and other
utilities and public roads and thoroughfares, including, without
limitation, such things as water pump stations, water tanks, sewer
pump stations and reservoirs which may result in nuisances, such
as noise and dust, disturbances or hazards (collectively, the
"Ugtility Effects") to persons and to property on or within the
Property. Seller is not insuring or guaranteeing the health of
buyer or other occupants or users of the Property and disclaims



liability for personal injury, illness or any other loss or damage
caused by or arising from the Utility Effects including, without
limitation, the presence or malfunction of any utility distri-
bution systems that may be located adjacent to, near, or over any
part of the Property;

(b) Development Effects. (i) The Project is or may be
located adjacent to or in the vicinity of other phases of The
Villas at Koele and various construction activities, including,
but not limited to, ongoing residential and related construction,
proposed construction of future residential subdivisions and
roads, hotels, golf courses, land development activities, one or
more recreational centers and facilities, and other construction
and development projects (collectively, the "Proposed Develop-
ment"); (ii) construction of the Proposed Development will or may
result in noise, dust, vibration, blasting and other nuisances,
disturbances or hazards to buyer and to persons and property on or
within the Property or the Project, and may limit buyer access to
the Project; (iii) when completed, traffic, lights, noise, dust,
vibration and other nuisances, disturbances or hazards to persons
and property on or within the Property or the Project may be
generated from the Proposed Development; (iv) no representations
or warranties are made by Seller, its employees or agents concern-
ing plans, or the absence of plans, by Seller or others for future
development of adjacent or nearby properties, and any plans for
the future development of adjacent and nearby properties by Seller
are subject to change in the sole and absolute discretion of the
Seller or its successors and assigns, including, without
limitation, changes in the type, location and quality of the
development to occur; and (v) Seller makes no representations
regarding the view from the Property or any view easements or
rights, and the views from the Property are not guaranteed and may
be altered, diminished, eliminated or blocked entirely by the
future development of adjacent or surrounding properties except as
may be contained in the Koele Covenants (items (i) through (v) are
hereinafter collectively called the "Development Effects"); and

(c) Waiver, Release and Indemnity. Buyer represents and
warrants to Seller that buyer, in buyer's sole discretion, has

determined that the benefits of owning and enjoying the Property
outweigh the risks of the Utility Effects and the Development
Effects (collectively, the "Property Conditions"). Buyer hereby
irrevocably agrees to suffer and permit all actions and conse-
quences incidental to the Utility Effects and the Development
Effects. Buyer hereby covenants and agrees to assume all risks of
impairment of buyer's use and enjoyment of the Property or the
Project, loss of market value of the Property, and property damage
or personal injury arising from the Property Conditions, and
buyer, for the buyer and the buyer's tenants, lessees, family,
servants, guests, invitees, licensees, agents, employees, and



those who use the Property through the buyer for an extended
period of time (collectively, the "Occupants'), hereby waives any
claims or rights of action or suits against Seller, its successors
and assigns, arising from such impairment of the Occupants' use
and enjoyment of the Property or the Project, loss of market value
of the Property, and property damage or personal injury arising
from one or more of the Property Conditions. Buyer shall indem-
nify, hold harmless and defend Seller, its successors and assigns,
from any and all liability, claims, losses, damages, Or expenses,
including attorneys' fees, arising from such impairment of the
Occupants' use and enjoyment of the Property or the Project, loss
of market value of the Property, or property damage or personal
injury to the property or person of the Occupants as a result of
one or more of the Property Conditions. Buyer further covenants
that buyer will notify all Occupants and transferees of the Prop-
erty of the risks of the Property Conditions.

10. Buyer understands and acknowledges that by accepting
an interest in the Property, buyer shall assume all risks associ-
ated with the location of the Project in the vicinity of or adja-
cent to a golf course, including, but not limited to, the risk of
property damage or personal injury arising from stray golf balls
or actions incidental to golf course or resort-related activities
(including, without limitation, tournaments, maintenance and
repair activities, noise, etc.), potential overspray of treated
effluent used to irrigate the golf course, and potential overspray
of chemicals and pesticides used on the golf course, and buyer
will indemnify and hold harmless the owner of the golf course, the
Seller, the Association and the Koele Homeowners Association from
any liability, claims or expenses, including attorneys' fees,
arising from such property damage or personal injury.

11. Buyer understands and agrees that (i) Seller's
obligation to provide landscaping within the common elements of
the Project will be deemed fully satisfied upon planting of the
plant materials (which need not be in full coverage and maturity)
and installation of the irrigation system pursuant to Seller's
landscaping plans, as the same may be amended from time to time in
Seller's sole discretion; (ii) installation of the plant materials
and irrigation system may be completed after the Closing Date;
(iii) full maturity of the plant materials will only be reached
over an extended period of time and Seller is not responsible for
providing landscaping maintenance to reach full coverage and
maturity; and (iv) the Association will be responsible for main-
taining the landscaping after installation thereof, even if the
landscaping has not reached full coverage or maturity.

12. Buyer understands and acknowledges that water
service shall be provided to owners of apartments in the Project
and other properties within Koele by Lanai Water Company, Inc.



pursuant to terms and conditions established by the Public
Utilities Commission of the State of Hawaii ("PUC").

13. Buyer understands and acknowledges that the United
States Postal Services currently has no prov151on for home mail
delivery to the Project. Owners of apartments in the Project may
receive mail general delivery in Lanai City or may rent post
office boxes in Lanai City. If postal delivery becomes available
to the Project in the future, a mail box will be provided for each
apartment.

14. The buyer agrees that buyer may not transfer the
Sales Agreement or any of buyer's rights or interests under the
Sales Agreement without first getting Seller's written consent
(which Seller may withhold in its sole and absolute discretion).

NOTE: ALL BUYERS SHOULD READ THE SALES AGREEMENT IN FULL AS THIS
SUMMARY IS NOT ALL-INCLUSIVE AND DOES NOT CONTAIN A COMPLETE DE-
SCRIPTION OF ALL PROVISIONS OF THE SALES AGREEMENT. THIS SUMMARY
IS INTENDED ONLY TO GIVE A BRIEF DESCRIPTION OF SOME OF THE ITEMS
CONTAINED IN THE SALES AGREEMENT, AND DOES NOT ALTER OR AMEND THE
SALES AGREEMENT IN ANY MANNER.



CONDOMINIUM PUBLIC REPORT ON
THE VILLAS AT KOELE - PHASE II

EXHIBIT J

SUMMARY OF ESCROW AGREEMENT

Copies of the Escrow Agreement between the Seller and
Title Guaranty Escrow Services, Inc. have been submitted to the
Real Estate Commission and are available for inspection in the
Sales Office of the Seller. The Escrow Agreement, among other
things, covers in more detail the following items:

1. All monies received by Escrow under the Escrow
Agreement will be deposited within a reasonable time of their
receipt by Escrow and in reasonably convenient and practical sums
in a special account or accounts with a federally insured bank or
savings and loan association in Honolulu, Hawaii. The accounts
must provide for interest at the prevailing interest rate, and all
interest paid on the accounts will belong to Seller unless the
buyer (a) asks Escrow to establish a separate account for the
buyer's deposits, (b) pays Escrow a fee for each separate account
Escrow opens for the buyer, and (c) provides Escrow with the
buyer's social security number or federal identification number.

2. Disbursements from the buyer's escrow fund shall be
made by Escrow in accordance with the respective sales contracts
upon the direction of Seller.

NOTE: ALL BUYERS AND PROSPECTIVE BUYERS SHOULD READ THE ESCROW
AGREEMENT AND ALL AMENDMENTS IN FULL AS THIS SUMMARY IS NOT
ALL-INCLUSIVE AND DOES NOT CONTAIN A COMPLETE DESCRIPTION OF ALL
PROVISIONS OF THE ESCROW AGREEMENT. THIS SUMMARY IS INTENDED ONLY
TO GIVE A BRIEF DESCRIPTION OF SOME OF THE ITEMS CONTAINED IN THE
ESCROW AGREEMENT, AND DOES NOT ALTER OR AMEND THE ESCROW AGREEMENT
IN ANY MANNER.



