CONDOMINIUM PUBLIC REPORT

Prepared Developer: £.R. Horton-Schuler Homes, LLC, a Delaware limited liability company dba D.R.
& Horton-Schuler Division
issued by:  Address: 828 Fort Street Mall, 47 Floor, Honolulu, Hawaii 96813

Project Name (*);  Ho'okena at Puhi

Address: Hanalima $treet, Puhi, Lihue, Hawaii 96766

Registration No. 5871

Effective date: January 25, 2006
Expiration date:  February 25, 2007

Preparation of this Repori:

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 seek professional advice before signing a sales contract
for the purchase of an apartment in the project.

Expiration Daie of Reports. Prefiminary 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:
X PRELIMINARY: The developer may not as yet have created the condominium but has filed with the Real
{yeliow) Estate Commission minimal information sufficient for a Preliminary Public Report. A Final
Public Report will be issued by the developer when complete information is filed.
FINAL: The developer has legally created a condominium and has filed complete information with
(white} the Commission.
[ ] No prior reports have been issued.
f] This report supersedes all prior public reports
[ ] This report must be read together with
SUPPLEMENTARY:  This report updates information contained in the:
{pink) [ ] Preliminary Public Report dated:
[} Final Public Report dated:
{1 Supplementary Public Report dated;
And Supersedes all prior public reports.

[]

[ Must be read together with

[1 This report reactivates the
public report(s} which expired on

(*} Exactly as named in the Declaration
This material can be made available for individuals with special needs. Flease call the Senior Condorninium Specialist at
586-2643 to submit your request. FORM;: RECO-30 286/986/189/1 100/692/0197/1096/0800/0203/0104
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Disclosure Abstract: Separate Disclosure Abstract on this condominium project:

[ 1 Required and attached to this report [x} 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.

[x] No prior reports have been issued by the developer.

[ 1 Changes made are as follows
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General Information On Condominiums

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 (apariment
owner/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 the
lessees; of (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 apariment 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 parts 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 ceriain
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, tenants, 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 commitiee 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, borrow money for repair and improvements and set a budget. Some of these actions may significantly

impact the apartment owners.

Until there is sufficient number of purchasers of apartments to elect a majority of the Board of Directors, it is likely that
the developer will eflectively contrel the affairs of the Association. 1t 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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I. PERSONS CONNECTED WITH THE PROJECT

Developer: D.R Horton-Schuler Homes, LEC, a Delaware Phone: {808) 521-5661
limited liability company, {Business)
dba D.R. Horton-Schuler Division
Name*

828 Fort Street Mall. 4th Floor
Business Address
Honolulu, Hawaii 96813

Names of officers and directors of developers who are corporations; general pariners of a partnership;
partners of a Limited Liability Partnership (LLP); or manager and members of a Limited Liability Company
(LL.C) (attach separate sheet if necessary).

Donald R. Horton, Chairman of the Board; Donald J. Tomnitz, Vice Chairman, President & Chief Executive
Officer; Samuel R, Fuller, Senior Executive Vice President; Bill W, Wheat, Executive Vice President & Chief
Financial Officer; Stacey H. Dwyer, Executive Vice President & Treasurer; James K. Schuler, Senior Vice
President & Region President, Michael T. Jones, Vice President of the Company & Division President; R.
Dale Eggleston, Vice President; Joan L. Fleming, Vice President; Mary K. Flood, Vice President of Sales &
Marketing; Harvey Goth, Vice President; Galen Lee, Vice President of Finance; Frank Payne, Vice President
of Operations; Donald J. Tomnitz, Vice President; Paul W. Buchschacer, Assistant Secretary, Ted |
Harbour, Assistant Secretary; Paula D. Hunter-Perkins, Assistant Secretary, Alan D. Labbe, Assistant
Secretary; Thomas B. Montano, Assistant Secretary; and David T. Morice, Assistant Secretary. All officers
are officers of Verlical Construction Corporation, the Developer's manager.

Real Estate
Broker*: 0.R. Horton-Schuler Homes, LLC, Phone: (808} 521-5661

a Delaware limited liability company (Business)
Name

828 Fort Street Mall, 4th Floor

Business Address

Honolulu, Hawaii 96813

Escrow Title Guaranty Escrow Services, Inc. Phone: {808) 245-3381
Name (Business)
4414 Kukui Grove St.. #104
Business Address
Lihue, Hawaii 96766

General
Contractor™: Verical Construction Corporation, Phone: {808) 521-5661
Name {Business)
8§28 Fort Street Mall, 4th Floor
Business Address
Honoluly, Hawaii 86813

Condominium
Managing
Agent™: Hawaiiana Management Company, 1td. Phone: {808) 583-9100
Name {Business)
711 Kapioclani Bivd., Ste. 700
Business Address
Honolulu, Hawaii 96813

Attorney for Case Bigelow & Lombardi
Developer: Dennis M. Lombardi, Esq. Phone: {B08) 547-5400
Name {Business)
737 Bishop Street. Suite 2600
Business Address
Honolulu, Hawaii 96813-3283

* For Entities: Name of corporation, partnership, Lirnited Liability Partnership (LLP), or Limited Liability Company (LLC)
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Il. 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

|aw.

A, Declaration of Condominium Property Regime contains a description of the land, buiidings, apartments, common
elements, limited common elements, common interests, and other information relating to the condominium project,

The Declaration for this condominium is:
[X] Proposed

[ ] Recorded - Bureau of Conveyances: Document No.
Book Page
[ ] Filed - Land Court: Document No.

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

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

The Condominium Map for this condominium project is:
X1 Proposed

[ ] Recorded - Bureau of Conveyances Condo Map No.
[ Filed - Land Court Condo Map No.

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

C. 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:
[ X ] Proposed

[ 1Recorded - Bureau of Conveyances: Document No.
Book Page
{ ]Fited- Land Court: Document No.

The Bylaws referred to above have been amended by the following instruments [state name of document, date and
recordingfiling information].
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D. 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 Rutes are usually

adopted by the developer.
The House Rules for this condominium are:

[ X] Proposed [ 1 Adopted [ 1 Developer does not plan to adopt House Rules

E. 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 (and Condo Map) 75%* 75
Bylaws 65%" 67

Maijority vote of
House Rules 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.

2. Developer.

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

X1 Developer has reserved the following rights to change the Declaration, Condominium Map, Bylaws
or House Rules:

A. The Project consists of 56 Residences, to be buill, in as many separate construction
increments as Developer shall solely determine. Developer contemplates, however, that
development shall proceed in one single phase. The Private Yard Areas associated with each
Residence are not subdivided lots, but rather exclusive limited common elements.

B. Upon completion of the Project, the Developer may amend the Declaration and the
Condominium Map (if necessary) to file the "as built" verified statement required by Section
514A-12 of the Condominium Property Act.

C. Until all of the Residences have been sold, the Developer may amend the Declaration, the
Bylaws and/or the Condominium Map to make such amendments as may be required by law,
by the Real Estate Commission, by the title insurance company, by a mortgage lender, or by
any governmental agency (including the VA, HUD, FNMA and/or FHLMC), provided that no
such amendments change the common interest appurtenant to a Residence or substantially
change the design, location or size of a Residence or building in which it is located.

D. Until all of the Residences have been sold and the "as built" verified statement is filed, the
Developer may amend the Declaration and the Condominium Map to (i) reflect alterations in
any Residence which has not been sold; and (ii) reflect minor changes in any Residence or in
the common elements which do not affect the physical location, design or size of any
Residence which has been sold.

E. The Developer reserves the right to alter the product mix within this project, sometimes
hereinafter referred to as "Community”. Developer has reserved the right to alter the location,
size and design of any unsold Residences as described in Section fi1.H.
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A,

H. THE CONDOMINIUM PROJECT

Interest to be Conveyed to Buyer;

[X]

]

[1]

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

Leasehold or Sub-leasehald: 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 ownerftenant) deliver to the lessor (fee property owner)
possession of the leased premises and afl improvements, including improvements paid for by the

lessee.

Exhibit contains further explanations regarding the manner in which the renegotiated
lease rents wilt be calculated and a description of the surrender clause provision(s).
Lease Term Expires: Rent Renegotiation Date(s).
Lease Rent Payable: [ 1 Monthly [ ] Quarterly
[ ] Semi-Annually [ ] Annually
Exhibit contains a schedule of the lease rent for each apartment per [ ] Month [ ] Year

For Sub-lgaseholds:

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

[ ] 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 Sub-
leasehold;

Leases for the underlying land usually require that at the end of the lease term, the lessees
{apartment ownersftenants) 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 calcutated and a description of the surrender clause provision(s).
| ease Term Expires: Rent Renegotiation Date(s):
L ease Rent Payable: [ 1 Monthly [ 1 Quarterly
{ ] Semi-Annually [ 1 Annually
Exhibit contains a schedule of the lease rent for each apartment per [ ] Month [ ] Year

22594-270/414833 .4 8



[ ] 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 guestions about leasehoid 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.

i 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 of lessee must make Jease rent payments and comply
with the terms of the lease or be subject fo 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 apariments, 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 improvernents to the apartment owner by way of an apariment lease
or sublease, or sell the improvements to the apartment owners by way of a condominium cenveyance or apartment deed.

B. Underlying Land:

Address: Hanalima Street Tax Map Key (TMK):  (4) 3-3-03:036

Puhi, Lihue, Hawaii 96766

X1 Address [ ] TMK is expected to change because the apartments within the property have
not yet been assigned specific street addresses,

R-4, R-8, R-10, R-20, O,
Land Area: 176,399 [x} square feet [ ] acre(s) Zoning: C-G

22584-270/414833 .4 g



Fee Qwner: D.R. Horton- Schuler Homes, LLC. a
Delaware limited liability company,
dba D.R. Horton-Schuler Division
Name
828 Fort Street Malt 4th Floor
Address
Honolulu, Hawaii 96813

Lessor; N/A
Name

Address

C. Buildings and Other Improvements:

t. [X ] New Building(s)
[ 1 Conversion of Existing Building(s)
[ ] Both New Building(s) and Conversion

2. Number of Buildings: __8 Floors Per Building: __2
[X1 Exhibit "B-1" contains further explanations.
3. Principal Construction Material:
[X] Concrete [ } Hollow Tile [X] Wood
[X] Cther Steel and wood frames, metal, glass and other building matetials
4. Uses Permitted by Zoning:
No. of
Apts. Use Permitted By Zoning
[X] Residential 56 [X] Yes [ 1 No
{ 1 Commercial [ ] Yes [ 1 No
{ 1 Mix Res/Comm [ ] Yes [ 1No
{ ] Hotel [ ] Yes [ ] No
{ 1 Timeshare [ ] Yes [ ] No
[ 1 Ohana [ ] Yes [ ] No
{ ] Industria [ ] Yes [ ] No
[ | Agricultural [ 1 Yes [ ] No
{ 1 Recreational [ ] Yes [ ] No
[ ] Other [ ] Yes [ ] Ne

ls/Are thisfthese use(s) specifically permitted by the project's Declaration or Bylaws?
[X] Yes [ ] No

22594-270/414833.4 10



5, 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 fimited to:

{X ] Pets: Reasonable number of commoen household pets, such as small dogs. cats, aguarium fish and
bird. No livestock or poultry and no animals classified as "pests” or prohibited from importation under

state statutes.

[X ] Number of Occupants: Only in accordance with any limitations imposed by state or municipal laws or
ordinance.

[X ] Other: Residences shall be used for residential purposes only; no “time-sharing” permitted.

[ ] There are no special use restrictions.

6. Interior (fill in appropriate numbers):
Elevators: 0 Stairways: _1: Models /DR and E/ER  Trash Chutes: 0
Net Living Entry Area
Apt. Type Quantity BR/Bath  Area (sf) Lanai/Patio {sf} {sh Garage (sf)
AAR 8 3/2 974 71 21 0
AHATR 6 32 969 71 21 0
B/BR
and 0
B1/B1R 12 212 788 84 59 UREE——
CI/ICR 6 212 785 79 59 0
C1/C1R 6 212 752 79 87 0
DIDR 10 3124 1,398 15 25 373
E/ER 10 32 1,357 15 66 202

Total Number of Apartments: 56

* 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 Apariment.

Note regarding Net Living Areas: Throughout the Mo'okena at Puhi documentation, the area of individual
Residences is generally expressed as "net living area” sguare footage. This measurement represents the
architect's best estimate of the interior square footage of the Residence as measured from the interior of
each Residence's perimeter and demising walls. This measurement is based upon the plans for the
construction of the Residence and different architects performing the same measurement may obtain a
larger or smaller result.

Residences followed by a "/R" represent a reverse floor plan configuration from that reflected on the
condominium map.

Limits of Residences. Each Residence includes all walls, columns and partitions which are not load-bearing
within the Residence's perimeter walls (including the garage, if any, associated therewith, as shown on the
Condominiurm Map), the inner decorated or finished surfaces of all walls, fioors, ceilings, doors, door frames
and window frames along the perimeters, ali windows along the perimeters, the air space within the
perimeter, the lanais, if any, shown on the Condominium Map to the inner decorated or finished surfaces of
the perimeter walls of such lanais and fo the interior edge of the exterior railings or other boundaries of such
lanais, the entry court or area, if any, shown on the Condominium Map to the inner decorated or fumished
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surfaces of the perimeter walls of such entry court or area and to the interior edge of other boundaries of
such entry court or area, the exterior storage areas, if any, shown on the Condominium Map, all rollers,
locks, handles, tracks, and appurienant hardware associated with all windows, doors and exterior
automobile garage doors, if any, and all sliding or swinging screen doors and alf glass window screens and
all fixtures originally installed in the Residence, and all pipes, plumbing (including water heaters), wires,
conduits and other utility or service lines and facilities servicing only the Residence. The Residences shall
not include the undecorated or unfinished surfaces of the perimeter parly or non-party walls, the
undecorated or unfinished surfaces of the doors, door frames and window frames along the perimeters, the
interior ioad-bearing columns, girders, beams and walls, the undecorated or unfinished surfaces of the floors
and ceiing surrounding each Residence, the exterior edge of the exterior railings or other exterior
boundaries of the lanais, if any, shown on the Condominium Map, or any pipes, shafts, wires, conduits or
other utility or service fines running through a Residence which are utilized for or serve more than one
Residence, all of which are deemed common elements as provided in this Declaration.

Permitted Alterations to Apartments: Alterations or additions solely within or to a Residence or within a
limited common element appurtenant to and for the exclusive use of a Residence shall require the written
approval of the Board of Directors and all Residence owners directly affected thereby, as determined by the
Board of Directors, and, where appropriate, the Ho okena at Puhi Community Association Design Review
Committee. Any alteration or addition different in any material respect from the Condominium Map shall be
commenced only pursuant o an amendment to the Declaration, as provided in Section M of the Declaration.

All Apartments Designated for Owner-Occupants Only: Initially, one hundred percent {(100%) of the
Residences will be designated for owner-cccupants only in accordance with and to satisfy affordable
housing conditions mandated by the Kauai County Housing Authority (*KCHA Affordable Housing
Conditions”) pursuant to Kauai County Ordinance No. PM-206-90. These conditions are set forth in the
attached letters from KCHA dated April 25, 2005, June 2, 2005 and October 20, 2005, attached as Exhibit
“J” (“KCHA’ Letters). Some of the KCHA Affordable Housing Conditions conflict with the owner-occupant
requirements set forth in Chapter 514A of the Hawaii Revised Statutes ("HRS"). Pursuant to HRS § 514A-
108(d), Developer is electing to waive certain Chapter 514A requirements to the extent that such provisions
conflict with the KCHA Affordable Housing Conditions, including, but not limited to, the following Chapter
514A provisions as explained helow.

(i) HRS § 514A-103 Designation of residential apariments. Developer waives these
provisions to the extent that it requires that at least fifty percent (50%) of the residential
units be offered to owner-occupants. in lieu of this requirement, Developer will offer one
hundred percent (100%) of the residential units to owner-occupants satisfying the
qualifications established by KCHA.

(i) HRS § 514A-104 Apartment selection, requirements and § 514A-105 Sale of residential
apartments; developer requirements. Developer waives these provisions to the extent that such provisions
(a) restrict the time to (i) compile a list of prospective owner-occupants, (i} conduct the lottery, (iii) offer the
units for sale and (b) specify the documents that must be submitted 1o be eligible for the lottery. 1in lieu of
these requirements, and to satisfy the KCHA Affordable Housing Conditions, sales of Residences in the
Community will be made initially only to qualified buyers who satisfy KCHA's qualification and eligibility
requirements. Qualification and eligibility will be determined based on a buyer's housing application and
submission of those items specified in Exhibit "K" 1o the public report, which include without limitation, the
Housing Application Form, the Owner-Occupant Affidavit, buyer's Tax Returns, Proof of Residency, and Pre-
Qualification Letter. Buyer applicants submitting incomplete forms will be disqualified. Sales of Residences
will proceed as follows:

(1) First, at the election of KCHA and prior to publication of the availability of the
homes for sale to the public, o buyers who: {i) are Kauai residents, (i) are first-time home buyers,
(i) meet KCHA's income qualification eligibility requirements (the family's income may not exceed
140% of the Kauai Median Household Income}, and (iv) have registered with the Kauai County
Housing Agency’s Home-Buyer Priority List program and completed the required home-ownership
education classes, and have otherwise prequalified per KCHA eligibility requirements to purchase a
home in the Community (the "KCHA Offering Period"). All units sold within the KCHA Offering
Period will be subject to the Ho ckena restrictions on sale, transfer, occupancy and use established
pursuant to the Section 2-1.16, Kauai County Code 1987 and which establish a 10-Year buyback
restriction which gives the County of Kauai the right to purchase the unit at the original cost, the
cost of improvements added, and 1% annual interest for ten {10) years after purchase should
Purchaser sell or transfer ownership of the Home during this time. A copy of the deed restriction is
attached as Exhibit "L” to the public report.
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(2) Thereafter, following publication of a public announcement regarding the

availability of homes in the Community for sale, homes will be offered for sale to prospective owner
occupants in two (2) restricted sales periods of 60-days each:

{(a) During the first 60-day period (“Initial Restricted Sales Period”), all
sales will be restricted to buyers who: (i) are Kauai residents, (ii) are owner-occupants, (ii)
are first-time home buyers, and (iv} meet KCHA's income qualification eligibility
requirements (the family's income may not exceed 140% of the Kauai Median Household
income). Al units sold within the Initial Restricted Sales Period will be subject to the
Ho okena restrictions on sale, transfer, occupancy and use estabiished pursuant to the
section 2-1.16, Kauai County Code 1987 and which establish a 10-Year buyback
restriction which gives the County of Kauai the right to purchase the unit at the original
cost, the cost of improvements added, and 1% annual interest for ten (10} years after
purchase should Purchaser sell or transfer ownership of the Home during this time. A
copy of the deed restriction is attached as Exhibit “L" to the public report.

{b) During the second 60-day period (“Second Restricted Sales Period"},
all sales will be restricted to buyers who: (i} are Kauai residents and (ii) are owner-
occupants, without any restriction on income or first-time buyer status. All units sold within
the Second Restricted Sales Period will be subject to the Ho'okena restrictions on sale,
transfer, occupancy and use established pursuant to the section 2-1.16, Kauai County
Code 1987 and which establish a 6-Year buyback restriction which gives the County of
Kauai the right to purchase the unit at the original cost, the cost of improvements added,
and 1% annual interest for six (6) years after purchase should Purchaser sell or transfer
ownership of the Home during this time. A copy of the deed restriction is attached as
Exhibit “M* to the public report.

(3} At the conclusion of the Second Restricted Sales Period, any remaining units will

be sold on the open market to any prospective purchaser who are owner occupants (the “General
Public Offering Period”), without regard to income qualification, Kauai residency or first time buyer
status; subject, however, to the County of Kauai's first option to purchase any units remaining
unsold at the conclusion of the Second Restricted Sales Period prior to the units being offered on
the open market. All sales during General Public Offering Period may be made subject to
developers private transfer restriction period of one year described in the Shared Appreciation
Addendum and Declaration of Covenants Restricting Sale of Property attached as Exhibit 1" to the
public report.

Developer waives any additional Chapter 514A requirements that are not specifically

identified herein but conflict with the KCHA Affordable Housing Conditions,

Fifty percent (50%) of residential apartments must be so designated; developer has a right to substitute
similar apartments already designated. Developer must provide this information either in a published
announcement or advertisement as required by section 514A-102, HRS; or include the information here in
this public report and in the announcement. Developer has elected to provide the information in this public
report and in a published announcement or advertisement.

22594-270/414833.4

11(b)



7. Parking Stalls:
Total Parking Stalls: 127

Regular act Tandem

Covered Open Covered COpen Covered Open TOTAL
Assigned
(for each
unit) 30 55 n/a 27 n/a nla 112
Accessible n/a 2 n/a n/a n/a nfa 2
Guest nla 9 nfa 3 n/a nfa 12
Accessible nfa 1 n/a n/a nfa n/a 1
Unassigned n/a nia n'a n/a n/a nla nla
Extra for
Purchase n/a n/a n/a n/a n'a n/a n/a
Other:
Accessible n/a n/a n/a n/a n/a n/a n/a
Total
Covered &
Open 97 30 nfa 127

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.

* Residence Types D/DR includes a two-car enclosed garage and Residence Types E/ER include a one-car
enclosed garage and one uncovered parking stall in the private driveway that serves the garage.

[ ] Commercial parking garage permitted in condominium project.

[X] Exhibit_“B-3" _ contains additional information on parking stalls for this condominium project.

8. Recreational and Other Commeon Facilities:

[X] There are no recreational or common facilities.

[ ] Swimming pool [ ] Storage Area { 1 Recreation Area
[ ] Laundry Area [ 1 Ternis Court [X] Trash Chute/Enclosure(s)
[X] Cther Mail Boxes
8. Compliance With Building Code and Municipal Regulations; Cost to Cure Violations
[X] There are no violations. [ ] Viclations will not be cured.
[ ] Violations and cost to cure are listed below: [ ] Violations will be cured by
(Date)
10. Condition and Expected Useful Life of Structural Components, Mechanical, and Electrical Installations

{For conversions of residential apartments in existence for at least five years):

N/A
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11. Conformance to Present Zoning Code

a. [X] Ne 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 {llegal
Uses X
Structures X
Lot X

f a variance has been granted or if uses, improvements or lot are either non-conforming or illegal,
buyer shouid 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 __"B-2" .

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

[ ] 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 __"B-3" .

[ 1 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.” i 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 __'C" .

[ ] as follows:

The common interest and easements appurtenant to each Home shall have a permanent character and
shall not be altered except as noted in Section M.3 of the Declaration. The common interest, voting rights
and easements appurtenant to each Home may be altered (diminished or increased) by a recorded
amendment to the Declaration: (a) as may be determined necessary by Developer, without the consent of
any party, to correct typographical or mathematical errors in the statement of such common interests, (b)
filed by the Developer, without the joinder of any party, upon the alteration of the Community as permitted
pursuant to Section M.3 of the Declaration as set forth in subpart H of this report, and/or (c) upon the action
or consent of all Owners of Homes affected thereby, and the consent of the holders of any morigage
affecting such Homes as shown in the Association's records of ownership, or who have given the Board
notice of their interest. The common interest and appurtenant easements shall not be separated from the
Home to which they appertain and shall be deemed to be conveyed or encumbered with that Home even
though such interest or easements are not expressly mentioned in the conveyance or other instrument. The
common elements shall remain undivided and the right to partition or divide any part of the common
elements shall not exist except as provided in the Act. Section M.3 allows the Developer prior to the sale of
alt Homes and the filing of an "as built" certificate to (a) make alterations in the Community which change the
configuration of, alter the number of rooms of, decrease or increase the size of, or change the location of
any Home (and the limited common elements appurtenant thereto) in the Community which is not sold and
the conveyance thereof recorded which right includes the ability to change the overall "product mix" (e.g.,
change the model home type and size of a Private Yard Area); and (b} make other alterations in the
Community which make minor changes in any Home in the Community or in the common elements which do
not affect the physical location, design or size of any Home which has heen sold and the conveyance

thereof recorded.

E. Encumbrances Against Title: An encumbrance is a claim against or a liability on the propery 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,
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Exhibit AT describes the encumbrances against the ftitle contained in the title report dated
November 4, 2005 and issued by Title Guaranty of Hawaili, inc.

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.

RS 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 wili 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
NONE NONE
F. 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:

The Developer's sole warranty will be provided in the form attached to this Public Report as Exhibit "D,
Prospective purchaser's should read the Limited Warranty with care to understand the coverage, limitations

and exclusions, and procedures.

2. Appliances:

The Developer makes no warranty as to appliances or other consumer products installed in any Residence
or in the common elements. If there are applicable manufacturer's or dealer's warranties relating to such
appliances or other consumer products, the Developer will endeavor to assign and pass on to each
Residence owner the benefit of such warranties.
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G. Status of Construction and Date of Completion or Estimated Date of Completion:

Construction shall commence approximately May 2006, and should be completed by approximately May 2007,

H. Project Phases:

The developer [ X 1 has [ 1has not 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):

Alteration of the Community: The Developer has reserved the right in its sole and absolute discretion:

1. To make alterations in the Community (and to amend the Declaration and the Condominium Map
accordingly) which change the configuration of, alter the number of rooms of, decrease or increase the size
of, or change the location of any Residence (and the fimited common elements appurtenant thereto} in the
Community which is not sold and the conveyance thereof Recorded, including specifically the right to alter
the mix of model home types (increase or decrease the number of model home types); and

2. To make other alterations in the community (and to amend the Declaration and the Condominium Map
accordingly) which make minor changes in any Residence in the community, to the elevations or exterior of
the Home, or in the common elements which do not affect the physical location, design or size of any
Residence which has been sold and the conveyance thereof recorded.

3. To make alterations of the Community Common Elements permitted by Section U of the Declaration.

Multi-Increment Phase: The Developer has reserved the right to develop this Community in increments as set forth in
Section . E.2 and page 20 of this Public Report.
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IvV. 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 cne 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 [ 1 the Developer cor the Developer's affiliate
[ ] self-managed by the Association of Apartment Owners [ ] Other:

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 delinguent in paying the assessments, a lien may be placed on your
apartment and the apariment may be 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.

Exhibit “E"  contains a schedule of estimated initial maintenance fees and maintenance fee disbursements
(subject to change;).

NOTE: The Estimated Maintenance Fee Disbursements for the Ho'okena at Puhi Association have been compiled by Hawaiiana
Management, Inc., a licensed property manager on the basis of its standard budget assumptions. Although the property manager
makes every effort to estimate the actual cost of operation, certain budget items, especially insurance in today's insurance market,
may change. The Buyer is aware that such amounts are only estimates and may change for reasons peyond the control of Seller,
and the Buyer hereby specifically accepts and approves any such changes. The Buyer is aisc aware that such estimates do not
include the Buyer's obligation for payment of real property taxes. The Buyer understands that such estimates are not intended to be
and do not constitute any representation or wasranty by the Selier, including but not limited to any representation or warranty as to
the accuracy of such estimates. Buyer understands that Sefler has not independently confirmed the accuracy or content of the
estimates prepared by the licensed independent managing agent. Further, the Deveioper advises that costs and expenses of
maintenance and operation of a condominium community are very difficult to estimate iniially and even if such maintenance
charges have been accurately estimated, such charges will tend to increase in an inflationary economy and as the improvements
age. Maintenance charges can vary depending on services desired by homeowners and may increase significantly depending on
the level of services eventually selected by the Association's Board of Directors. The Buyer shouid examine the maintenance
charges schedule to see what services are included in the schedule and address these issues with its Board upon its formation.
Buyers shouid also be aware that the estimates provided are as of the date reflected in the Managing Agent's certification and do
not reflect the actual charges that may be incurred upon the formation of the Association and the actual contracting for such
services such as insurance and maintenance, etc.

NOTE: By purchasing a Home at Ho'okena at Puhi, the Residence Owner will also become a member of the Mo'ckena at Pubi
Community Association and be required to pay membership dues to that Association.

NOTE: The Developer intends to pay ali of the actual common expenses until September 3G, 2006. Accordingly, Residence
Owners shall not be obligated for the payment of their respective shares of the common expenses untit after that time. From and
after such date Residence Owners will be obligated to pay their respective shares of the common expenses allocated fo their

Residence.

C. Utility Charges for Apartments:

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

[ ] None [X] Electricity {_X_Common Elements only ___Common Elements & Apartments)
[ ] Gas { Common Elements only ___ Commeon Elements & Apariments)
[X] Water [X] Sewer* { ] Television Cable

[Xi Other _Refuse Collection
{*) Water and sewer changes may be separately assessed to the Residences and uses may be submetered.
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V. MISCELL.ANEQOUS

A, Sales Documents Filed With the Real Estate Commission:

Sales documents on file with the Real Estate Commissien include but are not limited to:
IX] Notice to Owner Occupants

IX] Specimen Sales Contract
Exhibit *F” contains a summary of the pertinent provisions of the sales contract.

[X] Escrow Agreement dated December 15, 2005
Exhibit “G” contains a summary of the pertinent provisions of the escrow agreement.

[X] Other Exhibit "H" is the Owner-Occupant Affidavit Form
Exhibit “I” is the Shared Appreciation Addendum and Declaration of Covenants Restricting Sale of
Property
Exhibit *J contains the Kaua'i County Housing Authority Letters e, Affordable Housing Sales Program
Exhibit “K” contains the Affordable Housing Application/Owner-Occupant Affidavit/Eligibility
Requirements
Exhibit “L” contains the Deed Restriction for the 10-Year Buyback in favor of the County of Kaua’i
Exhibit “M contains the Deed Restriction for the B-Year Buyback in favor of the County of Kaua'i

B. Buyer's Right to Cance] 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 entitied to a refund of all
moneys paid, less any escrow canceliation 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 Report OR the Supplementary Public Report which has superseded the

Final Public Report for which an effective date has been issued by the Real Eslate
Commission; AND

2} Any other public report issued by the developer prior to the date of delivery, if the repont
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 repori(s); AND
G 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 fimited 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
entitlied 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 ail 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 issued an effective date by
the Hawaii Real Estate Commission.

B) Declaration of Condominium Property Regime, as amended.

C) Byiaws of the Association of Apartment Owners, as amended.

D) House Rules, if any.

E} Condominium Map, as may be amended.

F) Escrow Agreement.

G) Hawaii's Condominium Property Act (Chapter 514A, HRS, as amended) and Hawaii Administrative
Rules, (Chapter 18-107, adopted by the Real Estate Commission, as amended).

H) Other:

Owner-Occupant Affidavit Form (attached as Exhibit "H")

Shared Appreciation Addendum and Declaration of Covenants Restricting Sale of

Property {attached as Exhibit *I)

Kaua'i County Housing Authority Letters re. Affordable Housing Sales Program (attached as
Exhibit "J"

Affordable Housing Application/Owner-Occupant Affidavit/Eligibility Requirements (attached as
Exhibit “K")

Deed Restriction for the 10-Year Buyback in favor of the County of Kaua'i (attached as Exhibit L")
Deed Restriction for the 6-Year Buyback in favor of the County of Kaua'i (attached as Exhibit M)
Affiliation Disclosure(attached as Exhibit "N”)

Copies of the Condominium and sales documents and amendments made by the developer are available through the
developer or through the developer's agents, if any. The Condominium Property Regime law (Chapter 514A, HRS) and the
Administrative Rules (Chapter 107) are available online please refer to the following sites:

Website to access official copy of laws; www.capitol hawail.goy
Website to access unofficial copy of laws: www.hawaii. govidccalhrs
YWebsite fo access rules: www. hawaii.gov/dcca/har

This Public Report is a part of Registration No. 5871 filed with the Real Estate Commission on December 22, .
2005,

Reproduction of Report. When reproduced, this report must be on:
[X ] YELLOW paper stock [ ] WHITE paper stock [ 1 PINK paper stock
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C. Additional Information Not Covered Above

1. Prospective Purchasers should be aware that to satisfy certain Affordable Housing Reguirements pursuant to
County Ordinance No. PM-206-90, sales of Residences in the Community will be made initially only to
qualified buyers who satisfy KCHA's gualification and eligibility requirements. Qualification and eligibility will
be determined based on a buyer's housing application and submission of those items specified in Exhibit "K"
to the public report, which include without limitation, the Housing Application Form, the Owner-Occupant
Affidavit, buyer's Tax Returns, Proof of Residency, and Pre-Qualification Letter. Buyer applicants submitting
incomplete forms will be disqualified. Sales of Residences will proceed as follows:

{a) First, at the election of KCHA and prior to publication of the availability of the
homes for sale to the public, to buyers who: {i) are Kauai residents, (i} are first-time home buyers,
(iii) meet KCHA's income qualification eligibility requirements (the family's income may not exceed
140% of the Kauai Median Household Income), and (iv) have registered with the Kauai County
Housing Agency’s Home-Buyer Priority List program and completed the required home-ownership
education classes, and have otherwise prequalified per KCHA eligibility requirements to purchase a
home in the Community (the “KCHA Offering Period”). All units sold within the KCHA Offering
Period will be subject to the Ho okena restrictions on sale, transfer, occupancy and use established
pursuant to the Section 2-1.16, Kauai County Code 1987 and which establish a 10-Year buyback
restriction which gives the County of Kauai the right to purchase the unit at the original cost, the
cost of improvements added, and 1% annual interest for ten (10) years after purchase should
Purchaser sell or transfer ownership of the Home during this time. A copy of the deed restriction is
attached as Exhibit "L" to the public report.

(b} Thereafter, following publication of a public announcement regarding the
availability of homes in the Community for sale, homes will be offered for sale to prospective owner
occupants in two (2) restricted sales periods of 60-days each:

(i} During the first 60-day period (‘Initial Restricted Sales Period"}), all
sales will be restricted to buyers who: (i) are Kauai residents, {ii) are owner-occupants, (i)
are first-time home buyers, and (iv) meet KCHA's income qualification eligibility
requirements {the family's income may not exceed 140% of the Kauai Median Household
Income). All units sold within the Initial Restricted Sales Period will be subject to the
Ho'okena restrictions on sale, transfer, occupancy and use established pursuant to the
Section 2-1.16, Kauai County Code 1987 and which establish a 10-Year buyback
restriction which gives the County of Kauai the right to purchase the unit at the original
cost, the cost of improvements added, and 1% annual interest for ten (10) years after
purchase should Purchaser sell or transfer ownership of the Home during this time. A
copy of the deed restriction is attached as Exhibit "L" o the public report.

(i) During the second 60-day period ("Second Restricted Sales Period"),
all sales will be restricted to buyers who: (i} are Kauai residents and (ii) are owner-
occupants, without any restriction on income or first-time buyer status. Alf units sold within
the Second Restricted Sales Period will be subject to the Ho okena restrictions on sale,
transfer, occupancy and use established pursuant to the Section 2-1.16, Kauai County
Code 1987 and which establish a 6-Year buyback restriction which gives the County of
Kauai the right to purchase the unit at the original cost, the cost of improvements added,
and 1% annual interest for six (6) years after purchase should Purchaser sell or transfer
ownership of the Home during this time. A copy of the deed restriction is attached as
Exhibit "M" to the public report,

(c) At the conclusion of the Second Restricted Sales Period, any remaining units will
be sold on the open market to any prospective purchaser who are owner occupants (the
“General Public Offering Period”), without regard to income qualification, Kauai residency or first
time buyer status; subject, however, to the County of Kauai's first opticn to purchase any units
remaining unsold at the conclusion of the Second Restricted Sales Period prior to the units being
offered on the open market. All sales during General Public Offering Peried may be made subject
to developer’s private transfer restriction period of one year described in the Shared Appreciation
Addendum and Declaration of Covenants Restricting Sale of Property attached as Exhibit *I” to the
public report.

2. All prospective purchasers should also be aware that the Private Yard Area(s) available to certain Homes
within the Ho okena at Puhi Community are not subdivided lots, but are exclusive use areas appurtenant to a
Home.
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3. Developer may revise the specimen deed and sales contract for the Ho'okena at Puhi Community to conform
with any future amendments that may be made to the Declaration and the community.

4. Each prospective purchaser should review the Condominium Map Site Plan {Sheets CPR-0.1 and CPR-0.2)
s0 that they may identify easement areas benefiting the Ho'okena at Puhi Community, which easement areas
may affect the use of the Private Yard Area. All easements affecting the Community may or may not be
shown on the Site Plan.

5. All prospective purchasers should also be aware that ownership within the Community will be subject to
shared roadway easements designated as Easement 444 and Easement 509 on the condominium map for
access and utility purposes and will be responsible for the shared cost to maintain and repair said easements
through the Ho okena Assodciation as follows:

(a) The “Roadway Easement’ consists of (i) Easement 444, an improved access road located
on Lot 1525 as shown on Map 132 of Land Court Application No. 1087 (as amended) {the "Halemalu Lot”)
that is shared with adjacent communities known as Halemalu at Puhi (“Halemalu Community”) and Halelani
Village at Puhi, Phase | (“Halelani Community”); and (ii} that portion of Easement 509, an improved access
road also located on the Halemalu Lot and is shared with only the Halemaiu Community, as shown on Exhibit
“F" (sometimes “Portion Easement 509") te the Declaration. The cost fo maintain and repair the Roadway
Easement (the “Roadway Maintenance Expense”) shall be shared with these communities on a pro rata basis
as set out in the Declaration.

{b) The Community shall be responsible to pay a proportionate share of this expense (the
“Proportionate Share”) of the Roadway Maintenance Expense as specified in the Declaration. The
Community's Proportionate Share of the Readway Maintenance Expense as applied to Easement 444 shall
be 43.851% and the Community’s Proportionate Share of the Roadway and Maintenance Expense as applied
to Easement 509 shall be 50.00%. The Community shall not be responsible for any cost atiributable to the
maintenance or repair of any portion of Easement 502 not included within Portion Easement 509.

(c) Notwithstanding the foregoing, the Ho okena Community shall be responsible for 100% of
the cost to maintain and repair any pipes, sewers, drains, walls, light fixtures or other improvements located
on or under the Roadway Easement specifically for the use or benefit of the Community. The Halelani
Community shall bear 100% of the cost to maintain and repair any pipes, sewers, drains, walls, light fixtures
or other improvements located on or under the Roadway Easement specifically for the use or benefit of the
Halefani Community. The Halemalu Community shall bear 100% of the cost to maintain and repair any pipes,
sewers, drains, walls, light fitures or other improvements located on or under the Roadway kEasement
specifically for the use or benefit of the Malemalu Community.

{d) The Ho'okena Association shall pay its Proportionate Share of the expenses in such
amounts and at such times as shall be assessed by the MHalemalu Community Association. Acting jointly,
the Halelani Community Association and the Halemalu Association are empowered to authorize capital
improvements to that portion of the Roadway Easement located within Easement 444. The Halemalu
Association is empowered to authorize capital improvements to that portion of the Roadway Easement
located within Portion Easement 508.

(e) Declarant reserves the right to record a Grant of Roadway and Utility Easement;
Maintenance Agreement as Declarant deems appropriate granting to the Community Association for the
benefit of the Ho okena Association a perpetual non-exclusive easement for access and utility purposes on,
over and under the Roadway Easement, which grant shall govern the maintenance, repair and
administration of Portion Easement 509.

6. Developer has specifically reserved the right, without fimitation, to utilize utility service to the Community
{such as water service and sewer service lings} to serve adjacent and separate developments ouiside of the
Community provided Declarant submeters such use, and may use roadways in the Community to serve
adjacent developments provided the association controlling such development shares pro rata in the cost of
maintenance and repair of the roadway and reimburses the Association for any submetered use. The
easement retained in the Declaration and the reserved rights shall be exercised in a manner that will not
materially impair or interfere with the use of any Home. In the event of a submetered use (such as water
service), the Association shall be entitled to confirm submeter readings. Each Owner, by purchasing a Home,
consents to any such designation, granting, conveyance, transfer, canceltation, relocation and reservation of
easements and/or rights of way as provided above without the necessity of any Owner or those claiming by,
through or under an Owner entering into any further agreement respecting such action or document;
provided, however, that such Owner and those claiming by, through or under an QOwner agrees to join in and
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execute such documents and instruments and do such other things as may be necessary or convenient to
effect the same promptly at the request of Developer without payment of additional consideration.

7. it is currently contemplated that this Community will be developed in a single phase. However, Developer
reserves the right to develop the Community in separate construction increments, if necessary,
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D. The developer declares subject fo the penalties set forth in section 514A-49(b) that this project is in
compliance with all county zoning and building ordinances and codes, and all other county permitting
requirements applicable to the project, pursuant to Act 251 (SLH 2000) [Section 514A-1.6] (The developer is
required to make this declaration for issuance of an effective date for a final public report.)

£ The developer hereby certifies that alt 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.

D.R. HORTON —SCHULER HOMES, LLC, a Delaware limited liability company,
d¢ba D.R. Horton-Schuler Bivision
Printed Name of Developer

<7
By: //é/“”” /’7”/ 11/22/05

Duly Authorized Signatory® Date

MICHAEL T. JONES, Division Vice President

Printed Name & Title of Person Signing Above
Vertical Construction Corporation, a Delaware
Corporation, Developer's Manager

Distribution:

Department of Finance, County of Kauai

Planning Department, County of Kauaj

*Must be signed for a: corporation by an officer; partnership or Limited Liability Partnership(LLP) by the
general partner; Limited Liability Company(LLC) by the manager or member; and for an individual by the

individual.
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Ho'okena at Puhi

EXHIBIT “A”

DESIGNATION OF EASEMENT "388"

SHOWN on Map 112, as set forth by Land Court Order No. 116038,
filed March 29, 1994

DESIGNATION OF EASEMENT "461"

SHOWN on Map 132, as set forth by Land Court Order No. 122073,
filed October 9, 1995

DESIGNATION OF EASEMENT "462"

SHOWN on Map 132, as set forth by Land Court Order No. 122073,
filed October 9, 1995

DESIGNATION OF EASEMENT 576"
PURPOSE water facilities, utilities and access

SHOWN on Map 168, as set forth by Land Court Order Ne. 160962,
filed April 18, 2005

The terms and provisions, including the failure to comply with any covenants,
conditions and reservations, contained in the foilowing:

INSTRUMENT : DECLARATION OF LAND USE CCMMISSION

CONDITIONS
DATED : May 29, 1880
FILED : Land Court Document No. 1737704

RECORDED Document No. 80-088385

General Assignment of Declarant's Rights dated February 20, 2002, recorded
as Document NO. 2002-031023, by and between SCHULER HOMES, INC., a
Delaware corporation, "Assignor”, and D.R. HORTON - SCHULER HOMES,
LLC, a Delaware limited liability company, doing business as Schuler Homes,

"Assignee".

The terms and provisions, including the failure to comply with any covenants,
conditions and reservations, contained in the following:

INSTRUMENT : DEED (AFFORDABLE BULK PARCELS)

DATED : December 22, 1992
FILED : Land Ceourt Document No. 1885475



7. RIGHT-OF-ENTRY
TO
DATED

RECORDED
GRANTING

0y o

r
$3&8507.

22804-270/414841.1
Ho'ckena at Puhi

CITIZENS UTILITIES COMPANY, whose inierest is now
held by KAUAL ISLAND UTILITY CO-OP

June 10, 1892
Document No. 83-063735
a right-of-entry for utility purposes

. All real property taxes that may be due and owing. Check with County of Kaua'i tax

END OF EXHIBIT “A”



EXHIBIT "B-1"

DESCRIPTION OF BUILDING({S) AND RESIDENCES

DESCRIPTION OF BUILDINGS

There shall be two {2) different building types in the Community, designated as Building
Types | and |I. Building Types | and Il have two (2) stories or two (2) levels. Building Type ! has
wwelve {12) Residences, and Building Type il has four (4) Residences. Building Types | and I have
reverse building plans and are designated on the Condominium Map as Type | and Type i,

respectively.

Each building is identified on the Condorminium Map bya number designation. The following
is 2 list of all of the Community's buiidings by building type and number designation:

Building Tvee Buildings
! 4 6.7
il 1,2, 3,5 8

DESCRIPTION OF RESIDENCES

The Community shall contain fifty-six (56) Residences in eight (8) buildings. There are no
basements in any of the Residences. The Residences and buildings shall be consiructed principally
of metal, wood, glass and related building materials.

There are sight (8) different Unit types in the Community, designated as Unit types A/AR,
A1/A1R: B/BR; B1/B1R; C/CR; C1/C1R; D/DR; and E/ER and these unit types have reverse floor
plans. A description of each Unit type is as follows:

Unit Type A/AR

Unit type A/AR is a single Residence located on the first floor containing three bedrooms,
two hathrooms, living/dining area, kitchen, faundry area, lanai, entry, and other improvements as
shown on the Condominium Map. This Unit type contains a net living area of approximately 974
square feet, and lanai of approximately 71 square feet. There are six (6) Unit type A/AR Residences

in the Community.

Unit Type AT/ATR

Unit type AT/A1R is a single Residence located on the second ficor containing three
bedrooms, two bathrooms, living area, kitchen, laundry area, lanai, entry, and other improvements
as shown on the Condominium Map. This Unit type contains a net living area of approximately 969
square feet and lanai of approximately 71 square feet. There are six (6) Unit type AT/ATR

Residences in the Community.

Unit Type B/BR and B1/B1R

Unit types B/BR and B1/B1R are single Residences located on the first or second floor
containing two bedrooms, two bathrooms, living/dining area, kitchen/nook, laundry area, tanai, eniry,
and other improvements as shown on the Condominium Map. This Unit type contains a net living
area of approximately 788 square feet and lanai of approximately 84 square feet. There are six (8)
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Unit type B/BR and six (6) Unit type B1/B1R Residences in the Community.

Unit Tyoe C/CR

Unit type C/CR is & single Residence iocated on the first flcor containing two bedrooms, tWo
bathrooms, living area, kitchen, laundry area, tanai, entry, and other improvements as shown on the
Condominium Map. This Unit type contains a net living area of approximately 785 square feet and
lanal of approximately 79 square feet. There are six {8) Unit type C/CR Residences in the

Community.

Unit Type C1/CIR

Unit type C1/C1R is a single Residence located on the second floor containing two
nedrooms, two bathrooms, living area, kitchen, iaundry area, lanai, entry, and other improvements
as shown on the Condominium Map. This Unit type contains a net living area of approximately 752
square feet and lanai of approximately 79 square feet. There are six (8) Unit type C1/C1R

Residences in the Community.

Unit Type D/DR

Unit type D/DR is a two-story Residence containing three becrooms, two and one-half
bathrooms, living/dining area, kitchen, foyer, laundry area, lanai, entry, attached two-car garage and
other improvements as shown on the Condominium Map. This Unit type contains a netliving area
of approximately 1,385 square feet, lanai of approximately 15 square feet, covered entry of
approximately 25 square feet, and two-car garage area of approximately 37 square feet. There are
ten (10} Unit type D/DR Residences in the Community.

Unit Type E/ER

Unit type E/ER is a two-story Residence containing three bedrooms, two and one-half
hathrooms, living/dining area, kitchen, foyer, laundry area, lanai, entry, attached one-car garage and
other improvements as shown on the Condominium Map. This Unit type contains a net living area
of approximately 1,345 square feet, lanai of approximately 15 square feet, covered entry of
approximately 66 square feet and one-car garage area of approximately 204 square feet. There

are ten (10) Unit type E/ER Residences in the Community.

ORIGINAL APPLIANCES. FIXTURES AND ADDITIONS:

In its original condition, each Residence will have carpeting (except in the kitchen, the
pathroom(s) and other areas having continued exposure to water, which shall have sheet vinyl
flooring), range, microwave hood, refrigerator/freezer, water heater, garbage disposal, garage door

openers, dishwasher and mini-blinds.

LOCATION AND NUMBERING OF RESIDENCES:

Each Residence shall be designated by a number comprised of the Building number {"1,”
np neg nng v oete,) followed by the Residence number (e.g. 101, 102, 103, etc.). The Residence
numbers and locations are more fully illustrated on the Condominium Map.
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ACCESS TO COMMON ELEMENTS:

Each Rasidence in the Community has immediate access to the common elements of the
Community or to a walkway or stairvay leading to the common elements of the Community.

END OF EXHIBIT "B-1"
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EXHIBIT "B-2"

DESCRIPTION OF COMMON ELEMENTS

The common elements of the Community shall specifically include, butara not limited i, the

following:

1.

The Land and those improvements to the Land, excluding the Residences and Private Yard
Areas, but including without limitation the Community Access Road, exterior lighting fixtures
iocated aiong and/or adjacent to the Community Access Road, the common ared

jandscaping and similar improvements.

All the benefits, if any, inuring to the Land or to the Community from all easements, if any,
shown on the Condominium Map or listed in Exhibit "A” attached to the Declaration of

Condominium Property Regime.

All structural components, such as foundations, girders, columns, beams, floor slabs,
supports, main walls, lcad-bearing walls, flcors, ceilings {except the inner or decorated
surfaces of such walls, floors and ceilings), roofs, exterior stairs and stairways, landings,
railings, entrances and exits (cther than the entry couris or entry areas included in the
definition of a Residence) of the buildings and/or Residences, doors, door frames, windows,
window frames, and other building appurtenances, provided, however, that ali rollers, locks,
handles, tracks and appurtenant hardware associated with all windows, doors and exterior
garage doors, if any, and ali sliding screen doors and all glass and window screens shall be

the responsibility of the Residence Owners.

All yards, grounds, gardens, planters, plants, iandscaping, refuse facilities, loading areas,
barbecue areas, designated children's play areas, and recreational facilities, if any.

All fences and walis as shown on the Condominium Map.

All drainage facilities, drainage or flowage easements, or swales, pipes, shafts, wires,
conduits or other utilities or service lines running through a Residence, or Private Yard Area
which are utilized for or serve more than one Residence, or Private Yard Area or other
features of the Community, including Easement 444 as shown on the Condominium Map

unless dedicated to a municipality and/or granted to a third-party.

All sidewalks, pathways, curbs, trash receptacle areas, maitboxes and guest, special parking
areas, or loading areas as labeled on the Condominium Map. "Guest" parking stalls are
jabeled with a "G" and a parking stall number on the Condominium Map.

Any and all apparatus and installations of common use and all other parts of the Community
necessary or convenient to its existence, maintenance and safety, or nermally in common

use.

All ducts, electrical equipment, transformers, wiring, pipes and other central and appurtenant
transmission facilities and installations over, under and across the Community or individual
Private Yard Areas which are utilized by or serve more than one Residence or for services
such as power, light, water, gas, sewer, drainage, telephone and radio and television signal
distribution, if any, including without limitation Easement for sewer purposes and as shown

on the Condominium Map.

Page 1
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All areas, rooms, spaces, structures, housings, chules, shafts or facilities of the Community
within or outside of the buildings, which are for common use or which serve more than one
Residence, such as electrical, maintenance, service, security, maching, mechanical and
equipment rooms and the equipment, machinery and facilities therein.

—
<

11. Ali otrier parts of the Community not included in the definition of a Residence or Private Yard
Area.

12. The Sign Monument identifying the Communily, which may be covered by 2 grant of
aasement in favor of the Association.

END OF EXHIBIT "B.2"
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EXHIBIT "B-3"

DESCRIPTION OF LIMITED COMMON ELEMENTS

£ach Residence shall have appurtenant to the Residence easements for the exclusive use
of certain fimited common elements as follows:

1. Private Yard Area:

The land area appurienant to each Residence, as described in this Declaration and as
shown on the Condominium Map, and bearing the same Private Yard Area number as the unit
number assigned to the Residence, isa limited common element. Private Yard Areas are not iegally
subdivided lots. Private Yard Areas inciude the land beneath the Residence bearing the same
number as the Private Yard Area, the yard area in front of, to the rear and sides of the Residence as
demarked (at the sole election of Declarant) by (1) fencing of the yard area or rear yard and/or front
yard areas of the Residence: (2) appropriate physical monuments at the corners of the Private Yard
Area and/or locations shown on the Condominium Map; or (3) by metes and bounds noted cn the
Condominium Map or contained in a Supplemental Deciaration.

2. 2arking Stall Assignments:

All Residences have at least two (2) assigned parking stalls. Unit Type D/DR has a two-car
garage as a component of the Residence. Unit Type E/ER has a one-cargarage as a component of
the Residence with one additional uncovered stall located on the driveway serving the garage in the
area identified as a parking stall on the Condominium Map. The Condominium Map identifies each
stall by a parking stall number. The particular parking stalls that initially will be appurtenant to the

particular Residence are as follows:
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HO OKENA AT PUH! PARKING STALL CHART

UNIT# STALL #1 STALL #2 UNIT# STALL #1 STALL #2
101 15 16 607 92C 94
102 17 18 608 87 80C
103 19 20 608 83 86C
104 21 22 619 81 81
201 29 30 611 78 77
202 27 28 612 B4 73C
203 25 26 701 105 1C
204 23 24 702 7 3C
301 37 38 703 9 5C
302 35 36 704 101 103C
303 33 34 705 99C 11
304 31 32 706 97¢ 13
401 62C 63C 707 104 2C
402 o8 59 708 8 4C
403 57 41C 709 10 6C
404 53 54 710 100 102C
405 49 50 711 98C 12
406 45 46 712 88C 14C
407 €0 81C 301 113 114
408 40C 39C 802 111 112
408 55 o6 803 109 110
410 51 52 804 107 108
411 47 48
412 43 44
501 71 72
502 €9 70
503 67 88
504 65 €6
601 893C 95
602 88 91C
603 84 89C
504 82 85C
605 78C 79
606 74 75

GUEST PARKING STALLS
STALL # STALL # STALL #
G1 G7 G13
G2 G8
G3 G9
G4 G10
G5 G11
G6 G12

Parking stalls may be "compact" and "standard" in size, but may not be labeled as such on the

Condominium Map.
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EXHIBIT "C"

COMMON INTERESTS

Undivided Common
Unit Residence Number oninterest of Each
Type Residence
AJAR
(6 units) | 401, 406, 601, 606, 701, 706 0.015350
AT/AIR
(6 units) | 407, 412, 707, 712, 807, 812 0.015280
B/BR |
Bﬁ%ﬁ | 402,405,408, 411, 602, 605, 608, 611, 702, 708, 708, 0.124300
: 711
(12 units)
CICR
(6 units) | 403, 404, 603, 604, 703, 704 0.012380
C1/ICIR
(6 units) | 408, 410, 608, 810, 709, 710 0.011860
D/DR
(10 units) | 101, 104, 201, 204, 301, 304, 501, 504, 801, 804 0.027750
E/ER
(10 units) | 102, 103, 202, 203, 302, 303, 502, 503, 802, 803 0.024406

* The Developer contemplates that the development shall proceed in a single phase. The
Developer may alter the number of Residences (by increasing or decreasing the number of
Residences within an Increment) or construct the Community in one (1) or more Increments in
Developer's discretion. The Private Yard Areas associated with each Residence are nct subdivided

lots, but rather exclusive limited common glements.

END OF EXHIBIT "C”
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EXHIBIT D
L{OME BUILDER’S LIMITED WARRANTY
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2nditeariare not GQNSTRUCleN

T

maintenance {any condition that
ASSOCIATION mazintenance issus, & any cond
HOMEOWNER or HOMEOWNERS ASSOCIATION mainten

DEFECT);
5. Consideration as to whether the condition was caused by the HOMEOWNMNER o HOMEQOWNERS
the HOMEOWNER to0K possession

ASSCCIATION or their representatives, ather than US, after ih
of the HOME or the COMMON ELEMENTS (WE and YOU conducted a walk through inspection

just prior to closing on the HOME. Damage thatwas caused by YOU or YOUR representatives is

ot a CONSTRUCTION DEFECT, for example, a large, visible scrateh on marble tile in the entry
foyer that was not noted in the walk through inspection, but was reported after furniture was
moved inic the HOME, will not be considered a CONSTRUCTION DEFECTY;

diractly from or worsened by changes,

5. Ascognition that any condition resulting directly or in
additions, alterations or other actions of omissions by the HOMEOWNER or HOMEQWNERS
ASSOCIATION or their agents, other than US, will not be considered 2 CONSTRUCTION
DEFECT {this includes changes 1© the topography, drainage or grade of the property);
7. Any Exclusions contained in shis LIMITED WARRANTY.
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V. Homeowner Maintenance Obligations

\iainterancs of e HOME and the COMMON ELEMENTS is YOUR respensibility. Alf homes ang comman
slemenis require periedic maintenance to pravent premalure detericration, water intrusicn and o ensurs adequats
performance of the SYSTEMS. WE willmakea ssmeowner Maintenance Manual” of sirnilar publication available
i YOU upan rgquest. Whether frem this document or others that are readily available 10 YOuU, YOU must
understand and perform ihe maintenance that the HOME arc COMMON ELEMENTS require. As stated in other
sactions of tis LIMITED WARRANTY, WE are nol resconsible for HOME or COMMON ELEMENTS maintenance -

issues or of damage that results from YOUR failure © maintain the HOME or the COMMON ELEM ENTS.

. Coverage Limitations

third party desicnated by US or acting on OUR pehalf, repair or repiace @ CONSTRUCTION
o repair or replacement wiill include the repair of reclacement of only thase surfaces, finisnes and
ra camaged by the CONSTRUCTION DEFECT that were part of the HOME or the COMMON
sie was first ransferred by US. Surfaces, finishes anc coverings that require repair or

entin orderforUScra third narty designated by UStore STRUCTION DEFECTS wil
e repairad Of replaced. The extentof ‘e repair and reclacement of these surfaces, finishes cf coverings will beto
fditon they were in) he CORSTRUCTION DEFECT, butnot necessariy to a ke

When WE oF 2
DEFECT th
soverings that We
ELEMENTS whnen
replacerm

pair or repiace CON

the rJ;; or repigcement will atte

sonably pogsinie but|an exact
labifity oTtTe same materials.

& HOME is
; plaes shairlerreplacement sie
shafter until the HOME is made habitable.

VI. Exclusions

This LIMITED WARRANTY does not cover

ARy CONSTRUCTION DEFECTS or other camages resulting, either directly of indir
foliowing causes of gecurring in the following situations:

}:-

gctly, from the

Fire:

Lightning,

Explosion;

miot and Civil Commation;

Smicke,

Hail;

Alrcraft;

Falling Objects;

Vehicles;

Floods;

Earthquake;

Landslide or mudsiide originating n pr
ELEMENTS or other property develope
Mine subsidence or sinkholes;

operly other than the site of the HOME or the COMMON

d by the BUILDER;

PRI TQ NG A0 O

m.

pwC FORM NO.117 Sample Rev. 03/02



10Q.

pwC FORM NO. 117 Sample Rev. 05/02

Changes in the uncerground water able not reascnably foreseeable by the BUILDER]

.

o. veolcanic sruption; explesion or effusicon;

o Wind including:

(). QGaie force wincs;
(ii}. Hurricanes;

(7). Tropical storms;
{iv}. Tomadces;

a. Insects, animais or vermin;

. Changes of the grading cf the ground by anycne other than US or QUR agents, Of succontraciors.
which results in surface crainage towards ne HOME or other improper drainage or permits water '
to pond or become trapped in incalized areas against the foundation of otherwise;

s. Changes, additions, or alfterations nade to the HOME or the COMMON ELEMENTS by anycne
aiter the WARRANTY PERIOD begins, except thcse made or authorized Dy Us;

t. Any defect in material or workmanship supgiied oy anyone other than US or OUR agents, or
subconiractors;

. Improper maintenance, negligence or improper usea of the HOME or the COMMON ELEMENTS
by YOU or anyone other than US that results in rot, dry rot, moisture, rust, mildew or any other
damage;

yv. Dampness or condensation due 10 YOUR failure to maintain adequale ventilation;

W Damage resulting from the weight and/or periormance of any type of waterbed or other

HOME or the COMMON ELEMENTS;

iurnishings which exceads the load-bearing design of the
. - Normal Wear.and tearfor n‘“‘g;ypal CETENOT3Uofl-OF malenaig, - N
L Econofa}i_r_:_‘c_j_‘a'_f.\ges dlie tg'the HOME'Scrthel MMON ELEMENTS' failure . mest consufer

XPECIEFSHS.:

jed or ihreate
eXpefses arising

dua fothe proximity of

Fcosys ariging | or\i;‘.‘d_'_j\
Sharge, dspersah el
i

from the effects of electromagnetic

Any costs arising from, or any CONSTRUCTION DEFECT resutlting
tieids (EMF's) or radiation;

Any damage to personal property that does not result from a CONSTRUCTION DEFECT:

Any scONSEQUENTIAL OR INCIDENTAL DAMAGES",

Any damage to CONSUMER PRODUCTS;

OU have not taken timely and reasonable steps to protect

CONSTRUCTION DEFECT as to which Y
with authorization to

ANy
and minimize damage after WE or OUR authorized representative have provided YOU
prevent turther damage,

Any damage to the extent % is incurred after or as a result of YOUR tailure to notify US in 2 reasonadly

timely manner after YOU have become aware OF should have become awars of th
pDEFECT or condition causing such damage.

Any costs or obligaticns paid or incurred by YOU in viclation of Section VII. C. below;

requirements that has not resulted in 2
esponsibility to build in accordance with

ny non-conformity with local building codes, regulations of
ot cover building code violations in the

CONSTRUCTION DEFECT. While WE acknowledge QUR 7
apgiicable suilding codes, this LIMITED WARRANTY coes N
apsence of a CONSTRUCTION DEFECT,;

& CONSTRUCTION

{5



+ H it i‘{ Miam - ae .
4. Any devialicn from plans and specifications that has notresulted in a CONSTRUCTION DEFECT
WA §.
WARRANT
BRANTY does not cover eny CONSTRUCTION DEFECT which would not ha
it va

. !

occurred in the absence of cne or more cf
vl A1a -Alg,AZ2 or AJ. above, regardiess of:

€8

the cause of the excluded event or condition; of

other causes of the lcss or damage; of

]

whether other causas acted urr i
concurrently of in any seguence with the exciuded event or condition to

produce the icss o damags.

Vil Procedurg to Request US To Perform Under
This LIMITED WARRANTY

U become aware cf a condition that YOU believe is 2 CONSTRUCTION DEFECT uncer this LIMITED

FYO
TY, YOU have the foilowing responsipilities:

WARRAN

scome aware Of $hs
btice ¢f 2 GON

! 7
ANTYE Falihave no6big
record oF umely notification, WE bk ol g Sth e

receipt requested.

8. Cooperaie With US

Zr?ci;?rf;tdg;:temuci vaentde igg t;i;c,i] parties acting on OUR behalf reasonable help in inspecting investigating, testin

(g e s, but s e easonat e o onaleged CONSTRUCTION
- ! ! 0, granting reasonable access to the HOME or C©

for the forgclnsv pEurp_oses. If YOU_fa:E to cooperate or provide such reasonable access tg rth OSAOMMOEN ELEMENT®

£L EMENTS, WE will have no obiigation to do any of the foregoing. & or COMMON

C. Do Not Make Voluntary Payments
ot to make any vol

oU beﬁeveagyaﬂ’gg;:fg? ;S}ém‘ents or assume any obligations or incur any expenses for the remedy of

QUR bohall. WE _”TION pEFcCT without prior written approval from US, or other parties

. will not reimburse YOU for costs incurred where YOU did not obtain priof

yQU agreen
a condition Y
authorized to acton
written approval.
U may | a . ,
;gvai] o reasanable expenses making repairs in an EMERGENCY CONDITION without priof
curther A age of to pravent anpu :;a?;eﬁipleiy ford the protection of the HOME or COMMON ELEMENTS from
. . ing condition and provided YOU notify US :
possible. To obtain reimbursement for repairs mads during an EMERGENCY cozmr:;i: s%%‘?iéi ;iii?dneagg

with an accurate written record of the repair costs

However,
written ap
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o. Sign A Release

When WEoOr @ shird carty designated by US or acting on QUR nehalf nave completad repairing, reclacing or paying
vOU as to any CONSTRUCTION DEFECTS orcthes related damage o the HOME erthe COMMON ELEMENTS

coversd by this LIMITED WARRANTY. YOU musi sign a full refease of QUR shligaticn for the COMSTRUCTICN

DEFECTS. Thereease shall be applicable 1o the CONSTRUCTION DEFECTS and shall not pravent YOU frem

notifying US shouid YOU become aware of 2 subsequent CONSTRUCTION CEFECT.

£, 1f YOU Disagree with US
i+ YOU believe WE have not responded ic YOUR raquest for warranty performance 1o YOUR satisfectiocnorina
manner hal vOU peligve this LIMITED WARRBANTY requires, YOU may provide written notice 10 PWC reguesting
Mediation. Upen PWC's receipt of written notice from YOU, PWC may review and madiate YCOUR request oy
cammunicating Wb YOU, US, and any cther individuals or entities that PWC believes may possess relevant
information.  {f aier forty-five (45) days, PWC is unable to successiully mediate YOUR request for warranty
eriormance, or at @y earlier time when PWC determines that YOU and WE are at an impasse, PWC will notify
vou that YOUR reguest for warranty performance remains unrescived and that YOU may slect to initiate Bincing
ginding Arbitration as cescribed in the follcwing section is the soie remedy for the resclution of disputes
oU and US as setiorh in the following section.

Arbitration.
between Y

r arising from this
ot trs sale ofjthe
g arbiteation

= HOME or e CORTION. ECEMENT
rad by this LIMITED WARRANTY;

" ARY olsagreerﬁgm a3 "a conRcition m 1N
CONSTRUCTION DEFECT and s therefore cove

Any disagreement 2s to whethera CONSTRUCTION DEFECT has been corrected in compliance

B.
with this LIMITED WARRANTY;

c. Any alleged breach of this LIMITED WARRANTY;

D. Any alleged violation of consumer protection, unfair trade practice, or any other stztuts;

£, Ary allegation of negligence, strict liability, fraud, and/or breach of duty of geod faith, and any
other claims arising in equity or from common law; ‘

£ Any dispute concerning the issues that should be subrnitted ¢ binding arbitration;

G. Any dispute concerning the timeliness of QUR performance and/cr YOUR notificaticns under this
LIMITED WARRANTY;

H. Any.dispute as to the payment of raimbursement of the arbitration filing fes,

L Any dispute as to whether this LIMITED WARRANTY, or any orovision hersaf, including, but not
limited to any waiver hereunder, is unenforceabie;

J Any other claim arising out of or relating to the sale, design or construction of YOUR HOME or the
COMMON ELEMENTS, including, but not limited to any claim arising out of, refating to or based

PYWC FORM NO. 117 Sample Rev. 03/02 7
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on any imclied warranty of cigim for negligence of strict liabiity not sigctively waived DY this
LIMITED WARRANTY.
s DIl ~a conducted by Consiruction Aroitration Services, inc., of such other reputable aroitraticn

szt PWC snal seiect, atits sole ciscretion, atihe time the raquest for arbitraticn s submitted. The rules
yres of e designated artitration crganizatiah, that arg in effect at the time the raquest for arcitration is
ailowed. A copyof the applicabie rules and procedures will be celiverad to YOU ucon reguest.

s arpitration shal
service
and proeced )
cupmitted, willber

United States Arbitration Act (S U.8.0.38 1 — 16) to the

-

rhis arbitration agreement srall ce governed by the
(ciusion of any sonsistent siate law, regulation of judi

ninding and may me snterad 2s a judgment in any coult

)

of competent jurisdicticn.

hail cear its own alOrMmeys tees and costs {including expert costs) for the arbitration. The arbitraticn
ther aroitration fees shall be divided and paid egually as petween YOU and US. THiS filing fee shall
me amount charged by the arbitration service 10 PWC for sach arbitrafion. Contact PWC to
ion is being requested. The aroitrater shall, as pant
ther arbitraticn fees paid

Cach paity s
Hiing fee and ¢
hg ng MGre than
detarmine the aroitration filing fee in efect at the time an aroitrat
of any decisio party prevailing at the arbiration any appiicable filing ie@s Qro

by thal party.

n, awardtotne

process for YU to initizte arbitration is descrited below.

mmcéate /2 Einé\n

Step i ;
7 cise. A Einding £

The

and mail Do PWC lalong with the :ap0rootiate

m}i'sf_ﬁm hed 1 i is LIMITE WABRAmR
_fﬁin 0) days &ifar Ati'.’,__“! 1/ __ED

nolater fhan ninety. (S
ONSTRUCTION DEFEQT &8 507

Arbitrdtion \;e'c_:}.';.‘ st Forf
N?fopiyeé.?}_‘(:_ U mL

ossileliafie

lleged C

ould.-have beccme

N o
N DEFECTS. Additionally, no investigation, inspection, testing,

repair, repiacament, of payment, nor any promise of same by US under this LIMITED WARRANTY, nor
any disputé resolution afferts, shall extend the term of this LIMITED WARRANTY of extend or toll any

statutes of imitations or any of YOUR rights or remedies.

15 ol
= ARRANTY PERIOD far CONSTRUCTIO

Mmanae the Arbitration Proceeding. The arbitrator or arbitration organization will notify YOU of
the time, date and looation of the arbitration hearing. Most often the hearing will be conducted at the

HOME or the COMMON ELEMENTS or some other location that is agresable to all the parties to the
dispute. in schedufing the hearing the arbitrator will set a time and date thatis raasonably convenient to all

the pariies.

The Arbitration Haaring. The parties atthe arbitration hearing will inaiuds the arbitrator, YOU, Us and/ora
third party designated by US er acting on OUR pehalf. Any party to the proceeding may be represented at
the hearing. All persons who are parties to the arbitration, as well as rapresentatives and witnesses, are

entitled to attend hearings.

tep 3

r OUR representatives, a decision will be rendered by he arbitrator. The

decision IS final and binding on YOU and US. The arbitrator first will determine whether any claimed or alleged
CGNSTRUCTEON DEFECT exists and whether it is OUR responsibility. Second, if the arbitrator finds US
responsibie foré CONSTRUCTION DEFECT, the arbitrator will determine the scope of any repair or replacernent,
oUR cost of any such regair or replacement, and the diminution in fair markat value, if any, caused by such
CONSTRUCTION DEFECT. Based upon the arbitrator’s decision, WE shall chcose whether WE shall (1) repaif,

o CONSTRUCTION DEF ECT, (2) payto YOU the actual amount it would cost US to repair or replace the
) PAY to YOU an amount equal to the diminution in fair market value caused by

After evidence is presented by YOU, usec

replace th
co NSTRUCTION DEFECT or (3

PWC FORM NO. 117 Sample Rev. 05/02
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the CONSTRUCTECN CEFECT. The decision to repalr, regiace, ¢ric make caymentto YOU is &t UR or QUR
authorized representatéve's soie option. |n additen. sme arbitrator shall render a decision rasalving any other
disputed maliers or issues related to or arising from this LIMITED WARRANTY, the dasign of construction of the
HOME or the COMMON ELEMENTS or the saie of the HOME or transfer of title to the COMMON ELEMENTS.

OUR Arbitration Pericrmance Oblications. WE wil comply with the arbitrator's decizsion no later than &0
s ircm the date of the award or other such date as may be specified or aflowed in the decision,
elays caused by circumstances nevond OUR or QUR reoresentative’s control shall be excusead,

Step 4 s
=a‘)"
Howeverl, d
L You nelisve WE Have Failed To Comply 'With The Award, YOU should contact PWC at its mailing
address specified in tnis LIMITED WARRANTY if YOU believe WE nave not comglied with the arbitrator's
sward. PWC wil mediate this dispute and if it cannct re resalved, will advise YOU that 2 compliance
inspection aroitration is available to determing whether WE have pericrmed adequately under the original
arbitration award. BWC will communicate these fincings to both US and YOU. Ifitis detarmined that WE
nave not propeny periormed, WE wiil be chiigated to immedistely comply.
bility is to administer this LIMITED WARRANTY on QUR behalf and as such PWC assumes
connection with this LIMITED WARRANTY. Under no condition or circumstance is PWC
#illing any of OUR obtligations under this LIMITED WARRANTY,

pPWC's soie responst
no other Labilities 19
responsitie for fu

IX. General Conditions

is LIMITED WARRANTY From| The Conlrect OTS

sepdrats pnc/inde
E oy trafipier:

ctween YO rJ.Ma.r‘; 51T
NTS. The provisicns of:
rontained if'the ponstruction

_Yis

or the remainder of the WARRANTY
uent purchaser of the HOME as
ITED WARRANTY 10 the new

This UIMITED WARRANTY will transfer to new QwWners of the HOMEf
PERIOD. YOU agreeto provide this LIMITED WARRANTY to any subseqg
a part of the contrzct of sele of the HOME. OUR duties under this LIM

HOMEQWNER will nct exceed the limit of liability then remaining, if any.

Transter of Manufacturer's Warranties

WE assignte YOU all the manufacturer's warranties on all appliances, fixtures and tems of equipment that
WE installed in the HOME. Should an appliance or item of equipment malfunction yOuU must follow the
rocedures set forth in that manufaciurers warranty to correct the problem. OUR obligation under this
| [MITED WARRANTY is limited to the workmaniike installation of such appliances and equipment. WE
have e chiigation for appliances and equigment defined as CONSUMER PRODUCTS.

D. recovery Rights

cting on OUR behalf repalrs, replaces of pays YQUasasica

1f WE or a third party designated by US cra
HOME orthe COMMON £l EMENTS covered

CONSTRUCTION OEFECT, or other related damage to the
by this LIMITED WARRANTY, WE are entitled, to the extent of OUR payment, to take over YOUR related

rights of recovery from other pecple and organizations, including but not limited tQ, other warranties and
rance. YOU have an obligation not 1o make it harder for US to enforce these rights. YOU agree to

insu

sign any papers, deliver them to US, and do anything else that is necessary to help US exercise OUR
rights.

pwC FORMNO. 117 Sample Rev. 05/02 9



E. General srovisicns

OWARRANTY 8 determined o be uneriorceable, such @ determination wil

f i this LIMITED WARRANTY orany provisicn herein is determined o
unenforceable as 1o a HOMECWRNERS ASSOCIATION or a specific HOMEQWHMNER, such a2
catermination will nct affsct the enforcaability of this LIMITED WARRANTY or such provision as o any

or HCMECWNERS ASSOCIATION or any oher HOMEQWNER. The issue of snicroeabiity, as well as
other issues, will be cetermined by Binding Arbitration as provided for in this LIMITED WARRANTY.

rovision of tis L MITE

-~
i

#act the remaining arovisions.

A
5o
9 w
w2

L O
o O

¥

s

a

moo

ng on YOU anc UsS. Rtis ziso
d assigns, subject to-,

This L IMITED WARRANTY and the binding arhitration process are bind
nincing on YOUR znd OUR heirs, execuicrs, aorministratarg, successors, an

paragraph B of the Generai Conditions.

S

As may be appropriate, the uss of e pluralin this LIMITED WARRANTY inciudes the singular, and the

use of one gencer includss all genders,
X. Definitions
ncividual, partnership, corperation or other entlty , which participates in the Warranty

ty Service Corporation and provides Y OuU with this LIMITED
2 is also referred to as "WE”, "JS* and "OUR"

&

BUILDER means the

Program &
WARRANTY. Throu

aministersd oy the Frofessional Warran
ghout this cocument the BUILDE

the prcgmspegﬁ&di&he wﬂﬂ%ﬁar@;@:ndiﬁonsa‘ Pagtdations
hier pecperty as to whi htho‘ﬁO‘NEEOW“NERS ASSQCIATION has stanqiézﬁ_g_un}de_r’thgﬁaw
{zyingicie, but is'ot i itg\g o, streets, siopes ;n’e_gsrucztu f_.prcompon?g_’gs: E—;—:-r—.sw'eswe
Efcorrors, Eooiks, {e icat irarispe t_ta_t;iqrigqts, 0011}S, baiconies, clybnouses of
“commen; USe pf  régidents df.the welopmenrimwhich 1he HOME is;localed.

=5 ‘ahd-the i nidin parisigf such SYSTEMS are-2is0

- gutbuijdings-that cd

Toss|or injury otherth

OUR cost to correct 2 CONSTRUCTION DEFECT including the correcticn of those surfaces,

A. o
finishes and coverings damaged by the CONSTRUCTION DEFECT;
8. OUR cost of repair or replacement of furniture, carpet or personal property damaged by the
t be necessary, OUR obligation is limited to0

CONSTRUCTION DEFECT. Should replacemen
replacement with tems providing the samé function an
the time the iterm is being replaced.

C OUR costs of removal or repiacemen
The reasonable cost of the HOMEQWNER'S al
dueto a CONSTRUCTION DEFECT or where the HOME is rendered unha

the CONSTRUCTION DEFECT.

ered “CONSEQUENTIAL OR INCIDENTAL DAMAGE” andis excluded
dyin lieu of the repair, replacement of other payment

d quality and that are readily available at

+in order to repair or replace a CONSTRUCTION DEFECT;
ternative sheiter where the HOME is unhabitable
bitable by the repair of

Diminished tair market value is consid
uncer this LIMITED WARRANTY unless WE elect this reme

astoa CONSTRUCTION DEFECT.
CONSTRUCTlON DEFECT(S) means a flaw in the materials or workmanship used in constructing the HOME that:
ially affects the structural integrity of the HOME or the COMMON ELEMENTS; of

e« matern
« has an obvious and material negative impact on the appearance of ihe HOME or the COMMO

N ELEMENTS,

or
» ;eopardizes the lite or safety of the occupants; of

. resuits in the inability of the HOME or the applicabi
reasonably be expected in a residential dwelling.

trator assigned to rule relative o a CONSTRUCTION DEFECT will

< COMMON ELEMENTS!0 provide the functions that can

WE and any arbi consider both this definition and

owC FORM NO. 117 Sample Rev. 05/02 10



sction M- A andards By Which the Fresance of 3 CONSTRUCTION CEFECT will 8e Determined) in
rarmining the exisience ~ia CONSTRUCTICN DEFECT. Allaw s 2 CONSTEUCTION DEFECT if sither WEor
~ arpitrator conducting a Sincing arsitration hearing declares the Yaw o 5 2 CONSTRUCTION DEFECT. CUR
mvicus and visioe sijure 1o complete the constructicn of the HOME or COMMON ELEMENTS, or any perticn of
re HOME OF COMMCHN ELEMENTS, is not 2 CONSTRUCTION DEFECT.
=R pRODUCT means any term of squipment, apoliance 2f cther itam cdefined as 2 COMSUNER
rsumer Froducts
op, range, range hoaq,

s, 2301, 2t seq.) Sxampies ci Co
incluce, but are
rash compactorn, Garage

(st

i

1

{
s I

[N

o

]

~

CONSUM
FRODUCT inthe Magruscn-Moss 'Warranty Act (15U3.0.3.2
pot limited to dishwasher, garbage disposai, gas <r glectric cook-
refrigerator of cefrigeratoriireezar combination, gas aven, clectric gven, microwave gven.
coor opener, clothes wasnar and dryer, hot water heater and thermosiat.
1ERGENCY CONDITION means an event or situation that creates ihe imminent threat of damage to the HOME
IMON ELEMENTS, of -ssults in an unsafe Hving condition due 10 a CONSTRUCTION DEFECT that YOU
ars of at a point in time other than QUR normal
rosentative’s pricr writlen approvalto

EN
or CON
(or &s applicable. th
business hoUrs and
initiate repairs 10 stabilize n

= HOMEOWNERS ASSOCIATIC N) become awars
yOu were unable to obtain CUR or QUR authorized rer

s aondition or prevent furiher damage.

this LIMITED WARRANTY ora

attached or detached covered Y
d by this LIMITED WARRANTY.

gle family residence gither
structure/buliding covere

HOME means a sin .
condorminium of cooperativeunitin 2 multi-unit residential
HOME BUILDER'S LIMITED WARRANTY means only this express warranty document srovided to Y OU by US.
HOMECWNER 212 12 first persan(s) to whom & HOME for @ Lnitin & multi-unit resicential structure/building) is
sold, &™ wrRQm Such HERE it is consiruTizd) for gTo c-cyib—; suTiT yeas\cn f--t;uu'zperson‘sj EE— o

1y sudgessorg/ in tig\to the) HOME org'm@f?gl“ eas in possession |and gny re0rss Fiiive.of sich
s stahding fmake jalclaimy on that.person(s). @f nciubing Ry class [Spresentaive

SSE_CJA\'IO. makng dclal in dlrepresentalie S pacity.
ERSASS AZ}ONK :“profit. f ' gtz otporaied associa
sent dist Hitycerim izpility partnership eeaibar ani

espensible for and ‘Standing 1§

ai-tkaj{}i’* =R
; ONE

nants. The term includes, Bt is not limited 1o,

us irritants or contami
d waste materials,

ail salic, iquid, or gaseo
cids, alkalis, toxic chemicals, radon gas, ab

POLLUTANTS means
petroieum products, smoke, vapors, scot, fumes, @
including materials 1o be recycied.

ofessional Warranty Service Corperation, which administers the warranty progran in which WE
PWC assumes no other liabiiities In connection with this LIMITED WARRANTY. The PWC

professional Warranty Service Corporation
P.0. Box 800 Annandale, VA 22003-0800

pWC means Pr
participate. As such,
mailing address i

SYSTEMS means the following:
plumbing system - gas supply lines and fittings; water supply, waste and vent piges and their fittings,
septic tanks and treir crain fields; and water, gas and sewer services piping and their extensions 10 the
tie-in of a public udlity connection or on-site well and sewage disposal system.

Ciectrical system - all wiring, electrical boxes, switches, outlets, and connections Up

connaction.
Heating, Cooling, ang Ventilation system - all duct-work; stea

(c} ) <
connectors, radiatien slements and dampers.

(a)
(o) 10 the public utility

m, water and refrigerant lines; and registers,

commence on the date the title to the HOME is transferrad o the first HOMEOWNER.
this LIMITED WARRANTY, the WARRANTY PERIOD for the
ences on the date the title for the first HOME inthe

s concerns ciubhouses of outbuildings or other
is transferred t0 the

ANTY PERIOD shall
sanding anything to she contrary set forth in
COMMON ELEMENTS of an individual structure/buiiding comm
structurefouéidiﬂg is transterrad to the first HOM EQWNER or &
COMMON £LEMENTS not part of the HOME the date the title 10 these structures

WARR
Notwiths
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HOMEC

Lirnited Warran

WE, US;

vOu, YOUR mean

PWCFO

WHNERS ASSOCIATION, The datss the WARRAN
ry vaiidation Form, which is altached

QUR means the BUILDER.

s the HOMEOWNER and the HOME

TY PERIOD tegins and ends are incdicated cn the

:g anc made part of this UIMITED WARRANTY.

OWNERS ASSOCIATION.

RM NO.117 Sample Rev. 05/02 12

15



RINDING AREITRATION REQUEST FORM
Dear Homeowner (Homeowners Asscclation):
Pricr to recuesting sinding grhitration under the terms
wuilder a ciear and specific writen request cutlining th
vou have taken this step ard befieve the builder has not properly respondsc in

WARRANTY, fiil cut this form arkitration fing fee,

of the HOME BUILDER'S LIMITED WARBANTY, you sheuld have sent your
ihat you are herein submitting 10 ninding arbitration, K
aecardance with the HOMEBUILDER'S LIMITED
8¢ sure o attach a copy of all pertinent

& situation or concition

and send it to PWC along with he are

corrasponcence netween you and your builcer relative to the issue.

ged tofilloutthis iorm czn be found on the Limited Warranty Validation Form. However, if you do not xnow the
ions, write “Don’t Krow.” Pleasa do notleave anv itsm blank.

The informaticn you i
answers to any quest

Your name:

Address:
oY STATE rai g
Heome Phone &  Bugingss Ph ) S
LIMITED WARRZ Daiev‘-’é{'fé'f@" PR s
Builder's Name S0P ]
Address: / ‘ : ) -
J afbitration Under the terms 6 u}?é:lHéMEf‘E:U’IiijEé’E LIMITED
eciplease mciude informa TR GRWAen the construction defect(s)

Descrice the i

WARRANTY. Ifine 3
first occurred of when you first no

t. (Attach additional sheets, if necessary).

g arbitration to resolve the dispute described herzin above.

i/we are hereby requesting PWC to initiate a bindin

Cate

Signature Date Signature
IONS:  Photo-copy this form and complete the fieids. |
ired arbitration filing fee by contacting PWC at 1-800/850-27%9.

Obtain the requi
Send this Binding Arbitration Request Form and the arbitration filing feg 1o

PROFESSIONAL WARRANTY SERVICE CORPORATION
P. 0.BOX 800
ANNANDALE, VIRGINIA 22003-0800
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ME BUYER ACKNOWLEDGMENT AND TRANSFER

SUBSEQUENT HOI
.omaining under the HOME BUILDER'S LIMITED WARRANTY apclicabie to the mome specified on
s o the subDsequent Nomecwner. Any coligations under the

Any coverage Bt o E
g Limited arranty Valcation Form s ransierr
LOME ayUILDER IMITED WARRANTY t© any subsequent homecwne! shail

H
[
ramaining at the sime of iransfer, if any.

not exceed the it of Habiity

dersigned heme buyer(s) hereby acknowledge and agree:

The un
ME BUILDER'S

fwe acknowledge that | have raviewed, understand and agree ta all the terms of the HO

L.”\A}TED ‘NARRANTY dccumeni (PWC Form No. 451?)

nd and acknowiedge that Professicna
e HOME BUILDER'S LIMITED WARBANTY.

iy N s ST
nance of {he home irlciudmg maintenance af the

| Warranty Service Corporation ("PWC") is not the

Ywe undersia
warranior of th

s under tand ihat‘,,-_im_re;-g\;n resp';nsit_:ie‘ for thema nte
grac the Yand suTrogneing the Home,\ang that ! e builder.shall fotiber sponsiblg for any defect of
his the 's;éd\;.o nj*f{;izr.faiiu e'to mai tain| the home. ]

ER'S

B nd:’ \ :_fitatioﬁ_"Pr\tgf:_éa;é.ifwccr tain; d it the 5'4_

Tyamtas

mature(s) of subsaguent Home Buyer(s):
Miatas

Sig

b el

Print above name(s):

Re-issuance of the Limited Warranty yalidation Form with the name(s) of the new Home Buyer(s) is not
necessary for you to receive the coverage remaining under the HOME BUILDER'S LIMITED WARRANTY.

Upon receipt of this signed form, PWC wiil update its records to reflect the name(s) of the new
homeowner{s). If you want PWC to issue anoiher Limited Warranty Validation Form with your name{s) on
the form, piease check the box below and send a checkin the amount of $20.00 made payable 10 “pPWC”

with your submission of this form.

YES, re-issug the Limited Warranty Validation Form in the above name(s) (check boxy Initiad

Address of Home:

Limited Warranty No..
in Limited Warranty # i the space

ide a telephone number
validation Form reissu
d initial). Toreach PWC

lNSTRUCTIONS: Choto-copy this form, Provide information requested, sign, il
provided (this Aumoer is proviced on the Limited Wwarranty Validation Eorm), and prov
. youwantthe Limited Warranty

where you can o8 reached {__ )
in your name, onclose your check to PWC inthe amnount of $20.0C (check box above an

by phone, call 1-800/850-2799.

s form and & photocopy of appiicabl

NTY SERVICE COBPOHATION P.O.B

Mail thi e settlement/closing documents indicating transfer of title, to:
OX 800 ANNANDALE, VA 2200

PROFESSIONAL WARRA

3-0800

o
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EXHIBIT "E"

12-20-05 Estimated Common Expenses Ho'okena at Puhi

(56 units)
Monthily Annual
Utilities and Services T
Electricity {common elements only) $1,800.00 $21,600.00
Water $1,800.00 $21,600.00
Sewer $2,800.00 $33,800.00
Telephone $0.00 $0.00
Maintenance, Repairs and Supplies
Buildings 3400.C0 $4 800.00
Grounds Maintenance $2,000.00 $24,000.00
Tree Trimming $50.00 $600.00
Pool Maintenance 20.00 $0.00
Pest Conirol $250.00 $3,000.00
Maintenance $250.00 $3,000.00
Supplies $100.00 $1,200.00
Trash Collection $1,680.00 $20,160.00
Management
Site Manager/Maintenance $0.00 $0.00
Management Fee $1,032.00 $12,384.00
Design Review Services $200.00 $2,400.00
Office Supplies/Education Expenses $200.00 $2,400.00
Payroll Preparation $0.00 $0.00
Insurance
Property $3,575.00 $42,900.00
Compr. General Liability $214.00 $2,568.00
Umbrella $266.00 $3,192.00
D&O $80.00 $960.00
Bond $40.00 $480.00
Medical $0.00 $0.00
Worker's Comp. $0.00 $0.00
TDI 50.00 $0.00
Taxes and Government Assessments $200.00 $2,400.00
Professional Services/Legal/Other $25.00 $300.00
Audit and Tax Preparation $52.00 $624.00
Roadway Easement $300.00 $3,600.00
Reserves $560.00 $6,720.00
Total $17,874.00 $214,488.00
t, Emory Bush, as agent for/and/or employed by Hawaiiana Management Company, the condominium managing
agent for Ho"okena at Puhi condominium project, hereby certify that the above estimates of initial maintenance fee
assessments and maintenance fee disbursements were prepared in accordance with generally accepted accounting
principles. P
paid pany R
(A, [ [X2l-OS5
Signature / Datel
Pursuant to 514A«83.6,(Hawaii Revised Statutes, a new association created after January 1, 1993 need not coliect
estimated replacement reserves until the fiscal year which begins after the association's first annual meeting. The
Developer has not conducted a reserve study for the Plroject. The budget amount for Reserves is an estimate only.
i




Estimate of Initial Maintenance Fees

12-20-05
% Common
#Model Type Interest Monthly Fee Yearly Total

AJAR 1.5360000% $274.54 $3,294.54
AIAR 1.5360000% $274.54 $3,294.54
A/AR 1.5360000% $274.54 $3,204.54
AJAR 1.5360000% $274.54 $3,294.54
A/AR 1.5360000% $274.54 $3,294.54
AAR 1.5360000% $274.54 $3,294.54
A1/A1R 1.5280000% $273.11 $3,277.38
AT/AIR 1.5280000% $273.11 $3,277.38
A1/A1R 1.5280000% $273.11 $3,277.38
ATA1IR 1.5280000% $273.11 $3,277.38
A1/A1R 1.5280000% $273.11 $3,277.38
A1/A1R 1.5280000% $273.11 $3,277.38
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.08
B/BR and B1/B1R 1.2430000% $222.17 $2,6866.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.08
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
B/BR and B1/B1R 1.2430000% $222.17 $2,666.09
C/CR 1.2380000% $221.28 $2,655.36
C/CR 1.2380000% $221.28 $2,655.36
C/CR 1.2380000% $221.28 $2,655.36
C/CR 1.2380000% $221.28 $2,655.36
C/CR 1.2380000% $221.28 $2,655.36
C/ICR 1.2380000% $221.28 $2,655.36
C1/C1R 1.1860000% $211.99 $2,543.83
C1/C1R 1.1860000% $211.99 $2,543.83
C1/C1R 1,1860000% $211.99 $2,543.83
C1/C1R 1.1860000% $211.99 $2,543.83
C1/C1R 1.1860000% $211.99 $2,543.83
C1/C1R 1.1860000% $211.99 $2,543.83
D/DR 2.7750000% $496.00 $5,952.04
.DIDR 2.7750000% $496.00 $5,952.04
D/DR 2.7750000% $496.00 $5,952.04
D/IDR 2.7750000% $496.00 $5,952.04
D/IDR 2.7750000% $496.00 $5,952.04
D/DR 2.7750000% $496.00 $5,952.04

Mo okena at Puhi

56 Units)



Estimate of Initial Maintenance Fees

12-20-05
% Common
Modei Type interest Monthly Fee Yearly Totai

D/ICR 2.7750000% $496.00 $5,852.04
D/DR 2.7750000% $496.00 $5,052.04
D/IDR 2.7750000% $496.00 $5,852.04
D/DR 2.7750000% $406.00 $5,852.04
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.7%
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.79
E/ER 2.4406000% $436.23 $5,234.79

TOTALS 100.0000000% $17,874.00 $214,488.00

Ho'okena at Puhi

(56 Units)



EXHIBIT "E"

SUMMARY OF SALES CONTRACT

(the "Sales Contract”) contains the price and other

The Deposit Receipt, Reservation and Sales Agreement
g other things,

terms and conditions under which a purchaser will agree to buy & Residence in the Community. Amon
the Sales Contract states:

(2} The total purchase price, method of payment and additional sums which must be paid in cennection with the

purchase of @ residence.

That the purchaser acknowledges having received and read a public report {efther contingent or final) for the

()

Community prior fo signing the Sales Contract.

(€) That the Developer makes nc representations concerning rental of a residence, income of profit from a
residence, or any other economic benefit o be derived from the purchase of a residence.

() That the Sales Contract may be subordinate to the lien of a construction lender.

{e) That the purchaser's monay will be held in sscrow, under the terms of the Escrow Agreement.

{f) Regquirements relating to the purchaser's financing of the purchase of a residence.

{g) That the residence and the Community will be subject © various other legal documents which the purchaser
should examine, and that the Developer may change these documents under certain circumstances.

{n) That, except to the extent of a limited warranty in form attached as Exhibit "D" to this Pubiic Report, the
Developer makes no warranties regarding the residence, the Community or anything installed or contained
in the residence or the Community.

(i That the Community wi! be subject to ongoing construction and sales activities which may result in certain
annoyances to the purchaser.

(i That the purchaser must close the purchase at a certain date and pay closing costs, in addition to the

purchase price.

{x} That the Developer has reserved certain rights and powers relating to the Community and the purchaser
acknowledges and consents fo the exercise of such rights and powers.

That except under certain circumstances, as set forth in the Sales Contract, all interest on deposits toward
the purchase price shall be the property of the Developer.

0

If the purchaser defaults, Developer may retain purchaser's deposits and bring on action against purchaser.
If the Developer defaults, purchasers may bring an action against Developer. All actions are subject to the
rules of the Dispute Prevention Resolution, Inc., as provided in the Sales Contract.

(m)

The Sales Contract contains various other important provisions relating to the purchase of a residence in the
Community. Purchasers and prospective purchasers shouid carefully read the specimen Sales Contract on file with

the Real Estate Commission.

deode kR H N

THE ABOVE SUMMARY IS NOT INTENDED TO BE A THORQUGH AND EXHAUSTIVE EXPLANATION CF ALL
TERMS AND PROVISIONS-CONTAINED IN THE PURCHASE AGREEMENT. WHILE A BUYER CAN USE THIS
SUMMARY AS A GENERAL SUMMARY OF BUYER'S RIGHTS AND OBLIGATIONS UNDER THE PURCHASE
AGREEMENT, BUYER MUST REFER TO THE PURCHASE AGREEMENT TO DETERMINE BUYER'S ACTUAL
RIGHTS AND OBLIGATIONS. IF ANY CONFLICT OR DIFFERENCE EXISTS BETWEEN THIS SUMMARY AND

THE PURCHASE AGREEMENT, THE PURCHASE AGREEMENT WILL CONTROL.
END OF EXHIBIT "F"

22564-270/413915.1



EXHIBIT "G"

SUMMARY OF ESCROW AGREEMENT

The Escrow Agreement sets up an arrangement under which the deposits 2 purchaser makes pursuant o a
Sales Contract will be heid by a neutral party ("Escrow”). Under the Escrow Agreement, these things will or may

happen:

{a) Escrow will let the purchaser know when payments are due.
{b} escrow will arrange for the purchaser to sign all necessary documents.
ic} Except under certain circumstances as set forth in the Sales Confract, ail deposits toward the

purchase price shall be the property of the Developer. Provided that the purchaser is not in default
under the Sales Contract and the Sales Contract contains a financing provision, purchasers
deposits, less escrow canceliation fees and third party lender fees, is refundable ic purchaser if
purchaser fails to qualify for a mortgage loan. Otherwise, all deposits toward the purchase price
shall be the property of the Developer. The purchaser will he entitied to a refund of his or her funds

only under certain circumstances.

The Escrow Agreement also establishes the procedures for the retention and disbursement of a purchaser's
funds and says what will happen 1o the funds upon a default under the Sales Contract. The Escrow Agreement
contains various other important provisions and establishes cerain charges with which a purchaser should be
familiar. Purchasers and prospeciive purchasers should carefully read the signed Escrow Agreement on file with the

Real Estate Commission.

ND OF EXHIBIT "G"

22504-270/413815.1 2



EXHIBIT "H"

HO OKENA AT PUHI
AFFIDAVIT OF INTENT TO PURCHASE AND RESIDE IN AN OWNER-CCCUPANT
DESIGNATED FEE SIMPLE TOWNHOME CONDOMINIUM RESIDENCE

We, the undersigned "owner-cccupants”, on this day of L 20 , do hereby
daclare that it is our intention to purchase and reside in a designated fee simple townhome condominium residence
designated for an "owner-occupant” in HO'OKENA AT PUH! townhome condominium residence ("Community”)
proposed by D.R. Horton — Schuler Homes, LLC, a Delawars limited Hability company. dba D.R. Horton-Schuler

Division {"Developer’).
Wa understand, affirm, represent and agree by signing this Affidavit that:

1. [t is cur intent to reserve and purchase an owner-occupant designated townhome condominium
residence (“designated residence”) pursuant to section 514A-103 of the Owner-Occupant Law, and upon closing
escrow, to reside in the designated residence as our principal residence for 3685 consecutive days.

2. The term "owner-occupant” as used herein is defined in section 514A-101 of the Owner-Occupant
Law as:

*...any individual in whose name sgle or ioint legal title is held in a residential
residence which, simultaneous to such ownership, serves as the individual's
principal residence, as defined by the state department of taxation, for a period
of not fess than three hundred and sixty-five consecutive days, provided that the
individual retains complete possessory controi of the premises of the residential
residence during this period. An individual shall not be deemed fo have
complete possessory control of the premises if the individual rents, leasas or
assigns the premises for any period of time to any other person in whose name
legal title is not held." {Emphasis added).

3. We understand that if two or more prospective cwner-occupants intend to reside jointly in the same
designated residence, only one owner-occcupant's name shall be placed on the reservation list for either the

chronolcgical system o7 the lottery system.

4. Should we require financing from a financial institution to purchase the designated rasidence, the
financing shall be an owner-occupant mortgage loan. The financial institution is required 1o take alf reasonable steps
necessary to determing whether the borrower intends to become an owner-occupant.

5. At any time after obtaining adequate financing or a commitment for adeguate financing up until the
expiration of this Affidavit (365 days after recordation of the instrument conveying the designated residence to us), we
shall notify the Real Estate Commission immediately upon any decision to cease baing an owner-occupant of the

designated residence.

6. At closing of escrow, we shall file a claim for and secure an owner-gocupant propenty tax
exemption with the appropriate county office for the designated residence.

7. We have personally executed this Affidavit and we are all of the prospective owner-occupants for
the designated residence. This Affidavit shall not be executed by an attorney-in-fact.

8. This Affidavit shall be reaffirmed by us no earier than our receipt for the Community’s Final Public
Report and no later than the closing of escrow far the residence. The developer shall cancel our sales contract of
reservation if we fail to make the reaffirmation. If the sales contract has become binding pursuant to section 514A-62
of the Condominium Property Act, we may be considered to be in default under our sales contract, and the Developer
may exercise the default or other remedies provided for in the sales contract and any other remedies provided by law.

g, we shall not sell or offer to sell, lease or offer to lease, rent or offer to rent, assign or offer to
assign, convey of otherwise transfer any interest in the designated residence until at least 365 consecutive days have
elapsed since the recordation of the instrument conveying title to the designated residence to us. Furthermore, we

understand that we have the burden of proving our compliance with the law.

22594-270/413915.1 1



16, We understand that it is the affirmative duty of any developer, employee or agent of a developer,
and real estate licensee, 1o report immediately to the Real Estate Commission any person who violates or attempts o
viclate the Owner-Cocupant Law. No developer, employee or agent of a develcper, or real estate licensee shall
viclate or aid any persan in violating the Gwner-Occuparnt Law.

11. The Real Estate Commission may require verification of our owner-occupant status and if we fait o
submit such verification, we may be subject to a fine in an amount equal to the profit made from the sale, assignment
or transfer of the designated residence.

12 Any false statement in this Affidavit or vioiation of the Qwner-Occupant Law shall subject us to &
misdemsancr charge with a fine not to exceed $2,000, or by imprisonment of up to a year or both. We further
uncerstand that if we viclate or fail to comply with the Owner-Occupant Law, we shall be subject to a civil penaity of
up to 315,000, or fifty per cent of the net proceeds receivad or to be received from the sale, lease, rental, assignment
or other transfer of the designated residence, whichever is greater.

13. When required by context, each pronoun reference shall include all numbers {singuiar or clural)
and each gender shall include ali genders.

this affidavit we represent and affirm that we have read, understand and agree to the above siatements.

By signing
1)

Purchaser's signature Print Name Date
2)

Purchaser's signature Print Name Date
3)

Purchaser's signature Print Name Date
4)

Purchaser's signature Print Name Date
STATE OF HAWAII }

) SS8.
COUNTY OF KAUAI )
On this day of , 20 . before me personally appeared

, to me perscenally

y me duly sworn or affirmed, did say that such person(s) executed the foregoing instrument as
having heen duly authorized to

known, who, being b
the free act and deed of such person{s), and if applicable, in the capacities shown,

axecute such instrument in such capacities.

Type or print name:
Notary Public, State of Hawail.
My commission expires:

22594-270/413915.1



REAFFIRMATION
{Leave Section Blank Until After Receipt for the Final Public Report}

We represent and affirm that we have received the Final Public Report for the residence community
identified on page cne of the attached Affidavit.

ree o

By signing this Reaffirmation we represent, warrent and confirm that we have read, understand, agres U
and reaffirm all the statements set forth in the attached Affidavit, We reaffirm that we are and will e the owner-
occupants of the designated residence, and that the designated residence will be our principal residence for 365
consecutive days after recerdation of the Instrument conveying the designated residence to us.

REAFFIRMATION OF OWNER-CCCUPANTS!

1
Purchaser's signature Print Name Date
2)
Purchaser's signaiure Print Name Date
3)
Purchaser's signature Print Name Date
4)
Purchasers signature Print Name Date
STATE OF HAWAII )
} 83,
COUNTY OF KAUAI )
Cn this day of , 20 . bafore me perscnaily appeared

, to me personally

worn or afirmed, did say that such person(s) executed the foregoing instrument as
tes shown, having been duly authorized to

known, who, being by me duly s
the free act and deed of such person{s), and if applicable, in the capaci

execute such instrument in such capacities.

Type or print name:
Notary Public, State of Hawail,
My commission expires:

END OF EXHIBIT "H"

22504-270/413915.1



EXHIBIT 1"

HO OKENA AT PUHI
SHARED APPRECIATION ADDENDUM

Condeminium Residence No.

This Addendum amends that Fee Simple Home Purchase Agreement (the "Sales Contract’),
reference dated , by and between D.R. Horton-Schuler Homes, LLC

dba D.R. Horton-Schuler Division ("Seller") and
("Buvyer"} for the purchase of Residence No. ("Residence"} at the Ho okena at
Puhi community (“Community”). Buyer and Seller agree as follows:

1 REPRESENTATION REGARDING OCCUPANCY OR INVESTMENT

Buyer to initial either A or B:

/ A Buyer hereby represents and warrants that Buyer is purchasing the
Besidence to be owned and occupied by Buyer as Buyer's primary residence and not for
investment purposes or rental, Buyer acknowledges that any misrepresentation in this respect
of this issue will be a material default of the Sales Contract that entitles Seller to all remedies
thereunder including, but not limited to, a termination of the Saies Contract and retention of any
deposits made by Buyer as liquidated damages. Additionally, Buyer understands that if Buyer is
applying for FHA or VA financing, such misrepresentation on any FHA or VA application form
may result in criminal penalties, including, but not limited to, a fine or imprisonment or toth
under the provisicns of federal law. Buyer further acknowledges that this representation and
warranty must be renewed at close of escrow (hereafter “Closing”) by signing the Declaraticn of
Covenants Restricting Resale or Rental of Property hereinafter defined.

/ B. Buyer hereby represents and warrants that Buyer is purchasing the
Residence to be owned and occupied as Buyer's secondary residence and not for investment
purposes or rental. Buyer acknowledges that any misrepresentation in this respect will be a
material default of the Sales Contract that entitles Seller to all remedies thereunder including,
but not limited to, a termination of the Sales Contract and retention of any deposits made by
Buyer as liquidated damages. Additicnally, Buyer understands that if Buyer is applying for FHA
or VA financing, such misrepresentation on any FHA or VA application form may result in
criminal penalties, inciuding but not limited to a fine or imprisonment or both under the
provisions of federal law. Buyer further acknowledges that this representation and warranty
must be renewed at Closing by signing the Declaration of Covenants Restricting Resale or
Rental of Property hereinafter defined. Buyer acknowledges that Seller can, in its sole and
absolute discretion, prohibit or limit the number of secondary residence purchases in the

subdivision.

If Buyer represents and warrants to Seller that Buyer will occupy the Residence pursuant to
paragraphs A or B above and Seller becomes aware through any source that Buyer's
representation and warranty to occupy the Residence is not true (for example, but without
iimitation, Buyer is actively marketing the Residence for sale or rent, Buyer informs Seller's
salesperson, or Buyer's lender indicates that Buyer is purchasing for investment purposes),
Seiler shall have the right, in its sole discretion, to either (a) increase the amount that Buyer
must pay as an eamest money deposit (‘Deposits”} or (b) terminate the Sales Contract by
written notice to Buyer of the same, in which event such activity shall be deemed a material
default of the Sales Contract and Seller shall be entitled to retain any Deposits made by Buyer
as liquidated damages. Buyer shall be deemed to be actively marketing the Residence for saie

22594-270/415036.1 1



or rent if Buyer lists the Residence for sale, advertises the Residence for sale or rent or solicits
buyers or renters for the Residence.

2. COVENANTS RESTRICTING RENTAL OF PROPERTY. If Buyer represents anc
warrants to Seller that Buyer will occupy the Residence pursuant to paragraph A or B above, the
foliowing applies to Buyer's use of the Residence. The following covenants shali apply to any
Buyer other than a Buyer that purchases the Residence using FHA or VA financing.

a. Buyer hereby agrees and covenants not to rent the Resicence for a period of 365 days
after recordation of the conveyance document (hereafter the "Owner Occupant Fericd"). Buyer
and Seller recognize and acknowledge that it is impossible to determine accurately the amount
of any damages that Seiler will incur if Buyer breaches this Paragraph 2(a) and, therefore, in the
event of any such breach, Buyer shall pay Seiler as liquidated damages, and not as a penaity,
$20.000.00 if Buyer rents the Residence prior to the expiration of such Owner Occupant Pericd.
Further. and in addition to any restriction set forth in any recorded covenant, condition or
restriction affecting the Residence, Buyer shall not place a “for rent” or “for sale” sign on the
Residence until the expiration of the Owner Occupant Period (collectively the “Rental

Covenant”).

b. Buyer hereby agrees to occupy Buyer's new home during the Owner Occupant Period.
Buyer also agrees that the conveyance of the Residence shall be made subject to a transfer
restriction during the Owner Occupant Period that provides in the event Buyer elects to sell or to
market for sale the Residence during the Owner Occupant Period, Seller shall have a priority
lien on the Residence (the "Shared Appreciation Lien") in the amount of 50% of the amount by
which the net re-sale price of the Residence exceeds the Purchase Price, defined in the Sales
Contract. The Shared Appreciation Lien shall be payable at the closing of any re-sale of the
Residence that occurs during the Owner Occupant Period or for a period of 90 days thereafter
(the "Transfer Restriction Period"). The Shared Appreciation Lien shali expire, automatically
without further action of the parties, at the conclusion of the Transfer Restriction Period. The
Shared Appreciation Lien shall be enforceable as if it were a mortgage and Seller shall be
entitled to all of the remedies at law and equity in respect of this mortgage lien right.

C. Buyer's covenant not to seil and not to rent, Buyer's obligation to pay liquidated
damages to Seller if Buyer breaches the rental covenant, the foregoing Shared Appreciation
| ien and transfer restriction and the foregoing restriction on displaying “for rent” or “for saie” sign
shall be set forth in a separate Declaration of Covenants Restricting Resale or Rental of
Property (the “Use Restriction Covenant”) that shall be executed by Buyer at Closing and shall
be recorded upon Closing as an encumbrance upon the Residence. The Use Restriction
Covenant shaill be subordinate to all mortgages or mortgage or home equity loans on the

Residence.

3. RELEASE OF COVENANTS.

a. Seller may in its reasonable discretion, based on proof satisfactory to Seller, waive the
foregoing Use Restriction Covenant and Shared Appreciation Lien under certain extenuating
circumstances, including but not limited to the following:

i A transfer by Buyer where the spouse or one or more children of Buyer become
the only co-owner with Buyer of the Residence;
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ii. A transfer by Buyer into a revocable inter vives trust in which Buver s a
benseiiciary;

il A transfer resulting from the decree of dissolution of marriage or legal separation
or from a property settiement agreement incident to such decres;

. A transfer, conveyance, pledge, assignment or other hypothecation of the
Residence to secure the performance of an obiigation, which transfer,
conveyance, pledge, assignment or hypathecation wili be released or reccnveyed

upon the completion of such performance;

Y. A ‘ransfer by Buyer where (1) at the time of transfer Buyer is occupying the
Residence as Buyer's place of residence and (2) the transfer is necessary to
facilitate Buyer's relocation of his place of residence in order to accommodate a
job transfer or to accommodate a change in employment location greater than
twenty-five miles; and

vi. A transfer resulting from circumstances beyond the control of Buyer.

vil. An unforeseeabie transfer of Buyer, if Buyer is in a branch of the United Stated
Armed Forces.

b. Seiler may release the foregoing restrictions and the Shared Appreciation Lien in favor
of the Seller if the Residence is financed under a federally subsidized mortgage program and
such restrictions and Shared Appreciation Lien would jeopardize the federal government's
ability to recapture any interest credit subsidies. Similarly, the Seller may waive any of the
foregoing restrictions and the Shared Appreciation Lien in favor of the Seller in order to comply
with or conform to the requirements of federal laws or regulations governing mortgage
insurance or guarantee programs or requirements set forth by federally chartered seccndary

mortgage market participants.

C. The foregoing restrictions and the Shared Appreciation Lien in favor of the Seller shall
not apply in the case of a partial transfer of title to the Residence to a surviving Buyer by
operation of law upon the death of a Buyer who held title to the Residence in joint tenancy or
tenancy by the entirety with the surviving Buyer, provided that the restriction and Shared
Appreciation Lien shall remain in full force and effect with regard to any subsequent transfer by

the surviving Buyer.

d. The foregoing restrictions and the Shared Appreciation Lien in favor of the Seller shall
be automatically extinguished and shall not apply in subsequent transfers of title to the
Residence when a mortgage holder or other party becomes the owner of the Residence
pursuant to a mortgage foreclosure, foreclosure under power of sale, or a conveyance in lieu of
foreclosure after a foreclosure action is commenced. The term “"mortgage holder” as used
herein shall include the United States Department of Housing and Urban Development, Federal
Housing Administration, the United States Department of Agriculture, the Farmers Home
Administration or other federal or state agencies engaged in housing activity, the Administrator
of Veterans Affairs, the Federal National Morigage Association, the Government National
Mortgage Association, the Federal Home Loan Mortgage Corporation, and any private
mortgage lender, private mortgage insurer and their successors, grantees and assigns.

All defined terms herein shali have the same meaning as set forth in the Sales Contract.
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All other terms and conditions of this Sales Contract Addendum shali remain in full force and
effect. The undersigned acknowledges receipt of a fuily compieted copy of this addendum.

BUYER:
Date:
Date:
ACCEPTED BY SELLER:
D.R. HORTON -- SCHULER HOMES, LLC,
a Delaware limited liability company
dba D.R. HORTON-SCHULER DIVISION
Date:

Mary K. Flood
Vice President/Sales & Marketing
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Return by Mail [ ] Pickup [ ]

Total Pages:

DECLARATION OF COVENANTS RESTRICTING RESALE OR RENTAL OF PROPERTY

This Declaration of Covenants Restricting Resale or Rental of Property (the "Declaration

of Covenants”) is made on , by
_the owner (“Owner”) and D.R. HORTON-SCHULER

HOMES. LLC, a Delaware limited liability company, dba D.R. Horton - Schuler Division
("Seller”).

A, Owner has purchased from Selier the property described on Exhibit A attached hereto
and incorporated herein by this reference (the “Property”).

B. Seller desires to ensure the availability of “owner occupied” financing for its communities
and provide as many people as possible with the opportunity for home ownership. Accordingly,
as partial consideration paid to Seller by Owner for the purchase of the Property, Owner agreed
to enter into this Deciaration of Covenants that provides, among other things, that Owner will not
resell or rent the Property for one (1) year from the date of recordaticn of the conveyance

document (hereinafter “Closing”).

C. Upon execution, this Declaration of Covenants shall be recorded in the Bureau of
Conveyances of the State of Hawaii and/or the Office of the Assistant Registrar of the Land

Court of the State of Hawaii.
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ARTICLE |
DECLARATION

1.1 Restriction on Rental of Properly. Owner, for ifself, its successors, and its assigns,
hereby declares and agrees that it shall not lease, rent or otherwise transfer its rights, tille, or
interest in the Property during the pericd beginning as of even date herewith and expiring one
(1) year from Closing (the “Cwner Cccupant Period”), without the prior written consent of Seller,
which consent may be withheld in Seller's sole discretion.

1.2 Resale and Transfer Restriction Period. During the Owner Occupant Period, Cwner
shall not sell. offer for sale or transfer the Property to a third party except as permitied by this
Declaration of Covenants. If Owner selis or offers for sale the Property and transfers the
Property to a third party during the Owner Occupant Pericd or for 2 period of 90 days thereafter
(the "Transfer Restriction Pericd™), Seller shall have a priority lien on the Property (the "Shared
Appreciation Lien") in the amount of 50% of the amount by which the net re-sale price of the
Property, defined below, exceeds the Adjusted Purchase Price, also defined below. The
Shared Appreciation Lien shall be payable at the closing of any re-sale of the Property that
occurs during the Transfer Restriction Pericd. The Shared Appreciation Lien shall expire,
automatically without further action of the parties, at the conclusion of the Transfer Restriction
Period. Seller's Shared Appreciation Lien shall be enforceable as if it were a mortgage and
Seller shall be entitled to all of the remedies at law and equity in respect of this mortgage lien
right. "Net re-sale price of the Property” means the gross sales price of the Property, less sales
commissions not exceeding six percent (6%) of the gross sales price and less customary
closing costs incurred in the State of Hawail in an amount not exceeding one percent (1%) of

the gross sales price.

The "Adjusted Purchase Price" shall not exceed the sum of:
(A) The original cost of the Property to the Owner,
(B) The cost of any capital improvements added to the Property by the Owner; and

(C)  Simple interest on the criginal cost of the Property and the cost of the Owner's
capital improvements calculated at the rate of one percent {1%) per annum.

1.3 Sian Restriction. Owner, its successors and assigns shall not place a *for sale” or “for
rent” sign on the Property during the Owner Occupant Period.

1.4 Liguidated Damages. Owner acknowledges and agrees that if Owner breaches its
obligation under Section 1.1 or Section 1.3, the damages sustained by Seller shail be difficult to
calculate with any precision. Accordingly, if Owner or any of its successors or assigns leases,
rents or otherwise licenses during the Owner Occupant Period any rights, title, or interest in the
Property without Seller's written consent, Owner shall pay to Seller as liquidated damages the

sum of $20,000.00.

15  Covenants Run with the Property. These covenants shall run with the Property and shall
nind and be a charge on the Property, Owner, and Owner’s heirs, SUCCessors, and assigns from
the date hereof until the expiration of the Restriction Period.
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1.8 Consideration.  Owner's execution of this Declaration of Covenants is cartial
consideration for Seller's agreement to execute the purchase contract by which the Properly

was conveyed by Seller 1o Owner.

ARTICLE |l
LIEN AND SUBORDINATION TO LENDER

2.1 Grant of Lien to Seller. Without limitation of the Shared Appreciation Lien set forth in
Section 1.2, Owner hereby grants to Selier a lien against the Property (the “Lien”) to secure
Owner's obligations hereunder. Seller may promptly initiate proceedings to foreclose the Lien if
Owner defauits in its obligation to pay Seller liquidated damages in the amount of $20,000.00
under the Deciaration of Covenants. Owner agrees that all of Seller's reasonable costs and
expenses of foreclosure, including reasonabie attorney’s fees and interest at the rate of 15% per
anrum from the date of said default, shall become additional indebtedness owed by Owner {0
Seller that is secured by this Lien. Owner hereby waives any “nome” exemption or other
exemption now or hereafter existing or enacted under either Hawaii or federal law. No transfer
of any rights, title or interest in the Property shall relieve OQwner from the personal obligation to
pay liquidated damages, together with interest, costs, and other reasonable attorneys’ fees,
pursuant to this Declaration of Covenants; provided, however, that Owner's obligations under
this Declaration of Covenants shall not extend to any breach of this Declaration of Covenants by

Owner’s successor(s) in title.

2.2 Subordination to Lender. This Declaration of Covenants shail have priority over all liens
or claims created subsequent to the recordation of this Declaration of Covenants except for (i}
tax liens for real property taxes on the Property, (i} assessments on the Property in favor of any
municipal or cther governmental body and (iii) any fien of all mortgages or home equity loans

encumbering the Property.

ARTICLE 1l
EXCEPTIONS

3.1 Selier's Exceptions. Seller may in its reasconable discretion, based on proof satisfactory
to Selier, waive the foregoing covenant under certain extenuating circumstances, inciuding but

not limited to the foliowing:

a. A transfer by Owner where the spouse or one or mare children of Owner beceme
the only co-owner of the Property;

b A transfer by Owner into a revocable inter vivos trust in which Owner is a
beneficiary;

C. A transfer resulting from the decree of dissolution of marriage or legai separation

or from a property settlement agreement incident to such decres,

d. The transfer, conveyance, pledge, assignment or other hypothecation of the
Property to secure the performance of an obligation, which transfer, conveyance,
pledge, assignment or hypothecation will be released or reconveyed upon the
completion of such performance;

e. The transfer by Owner where (1) at the time of transfer Owner is occupying the
Property as Owner's place of residence and (2) the transfer is necessary o
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facilitate Owner's relocation of his place of residence in order to accommodate a
job transfer or to accommodate a change in reemployment location greater than
twenty-five miles; and

f. A transfer resulting from circumstances beyond the control of Owner.

g. An unforeseeable transfer of Buyer, if Buyer is in a branch of the United Stated
Armed Forces.

ARTICLE IV
MISCELLANEOUS

4.1 Remedies. In addition to its right of foreclosure under Section 2.1, Seller shall have all
other remadies of a legal or equitable nature provided by Hawaii law, including, but not fimited
to, the right to initiate an action to enjoin any rental of this Property during the Owner Occupant

Period.

42  Atiornevs Fees. Seller shall be entitled to reimbursement by Owner of all of Seller's
reasonable costs and attorneys’ fees if it prevails in any action to enforce the provisions of this

Declaration of Covenants.

4.3 Governing Law and Venue. This Declaration of Covenants shail be construed according
to the laws of the State of Hawaii, and venue for any action hereunder shall be in any court of
competent juriscdiction located in the county in which the Property is located.

4.4 Severability. If any provision of this Declaration of Covenants is held invalid or void by a
court of competent jurisdiction, such provision shall be deemed severable from the remainder of
this Declaration of Covenants and shall in no other way affect the enforceability of any cther

provision herein.

4.5 Captions. The titles, headings, and captions used in this Declaration of Covenants are
for convenience of reference and are not to be interpreted to affect the meaning of any of the

provisions herein.

(THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK)
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IN WITNESS WHEREOF, Owner and D.R. Herton-Schuler Homes, LLC, dba DR, Horton —
Schuler Division have execuled this Declaration of Covenanis effective as of the date first

written above.

OWNER:

SELLER:

D.R. HORTON — SCHULER HOMES, LLC,
a Delaware limited liability company,
dba D.R. Horton — Schuler Division

By VERTICAL CONSTRUCTION ORPORATION,
a Delaware corporation
Its Manager

Its
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Cwnar

STATE OF HAWAI )
} SS.
CCUNTY OF KAUAI )
on , before me personally appeared

to me personaily known, who, being by me duly sworn, did say that such person(s) executed the
foregoing instrument as the free act and deed of such perscn(s), and if applicable in the
capacities shown, having been duly autherized to execute such instrument in such capacities.

Type or print name:
Notary Public, State of
My commission expires:
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£3.R. Horon — Schuler Homes, LLC

STATE OF HAWAI )
) 88
COUNTY OF KAUAI )
On , before me personally appeared

to me personally known, who, being by me duly sworn, did say that such person(s} executed the
foregoing instrument as the free act and deed of such person(s), and if applicable in the
capacities shown, having been duly authorized to execute such instrument in such capacities.

Type or print name:
Notary Public, State of Hawail
My commission expires:
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EXHIBIT A

[property description]
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Bryan J. Baptists S " Barnard P. Carvalho Jr.
Mayor Diroctor
Gary K. Hau Kannath N, Rainforth
Agrrinlatativa Aasiatant Exacylive on Housing
CFFICES OF COMMUNITY ASSISTANCE '
KALA] COUNTY HOUSIHHG AGENCY
April 25, 2005 ‘hookena 03

tionorable Chair Bill “Kaipo™ Asing
and Council Members

K anai County Council

4396 Rice Street

 Lihue, Kaua, Hawail 06766

Attention:  Community Assistance Committee Chair Shaylens Iseri-Carvalhe

Dear Chair Asing:

Su’:;jcct: Affordable Housing Sales Program for Halelani Village Phase 1E (Ho okena);
Comypletion of Grove Farm Propertics’ Affordable Housing Requirements for

County Ordinance No. PM-206-90

On October 18, 2001, representatives fom Grove Farm Propertics and Schuler Homes
resentation to the County Council to describe their pleans 10 produce and sell the fmal

made s p
units needed to satisfy the affordable housing condition froposed on Grove Farm pursuant to

QOrdinghce NO. PM-206-90. In this presentation,
believed they had saturated the market with townhouse style condominiums at Halelani Village
and, alternatively, proposed to build duplex style units on the TWo ramaining phases of the once-
it Halelam Village complex. The duplex style proposal was approved
alernaty was built and sold by

envisioned 500-
-359) and the 60 unit project known as H

(Communication C 2001
2003.

On September 8, 1999, the County Council agreed to adopt an ‘affordable housing credit
systern’ (Communication -333-59) to measurs the satisfaction of the 60% affordable housing

requirement imposed on Grove Farm's Lihue-Puhi project. The presentation concluded that
duplex units could produce enocugh affordable bousing credits 10 satisfy the 1014 credits needed
topographical constraints reduced the numnber of

to comply with the zoning crdinance. However,
Jagi Village Phase 1D) to 60 units and more severe topographical

units in Halemalu (Hale
constraints in the Phase 1E arca will make development of further duplex style units impractical,

I addition, the estimated 1,474 tota] units that Grove Famm has already developed and
anticipates to be developed s substantially less than the original potential density 1,690 urits, As
a result, a total of approximately 63% affordsble housing credits has been achieved without

C 2005-187

I, WORARING
srreaTomty
Plikal Buliding
lopment Section (808) 241- 4444 Addd Rice Street, Suite J30 Saction 8 (HUD) {808) 241- 4440
Lwe Hawall 95766 FAX (808) 244- 4456

Deve
FAX (B08) 241~ 4405 TDD 1808) 241 - A1
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Kauai County Councll
April 25, 2005
Page2

inciudihg the final 56 units to be developed at Haleland Village Phase 1E. However, Schuler
Homes proposes to develop the final 56 units at Halclani Village Phase 1E as additional
affordable housing for eligible R aual households earning up to 140% of the Kauai median
housebold income. The final Halelani Village phase, known 2s Ho'ckena will provide Grove

Farm an additional 79.32 affordable housing credits, inereasing the total affordable housing
This will complete Grove Farm’s affordable housing

eredit percentage to almost £9%.
obligations pursuant to Ordinance No. PM-206-90 (sec attached Grove Farm Affordable Housing

Conditions Analysis).
We have been discussing the final phase of Halelani Village with Schuler Homes for

approximately 18 mopths. To qualify as affordable housing, we propose the following
previsions and marketing procedures for the sale of 56 uniis in the Ho’okena project mest the

requircments imposed by Ordinance No. PM 206-90:
» 120-140° i . All 38 of the units need to be houssholds whose
" incornes do not excesd 140% of the Kanai Median Heusehold Incoms,

Pr Within each of the following group of units, the average sales
affordable price limits for bouseholds earning 140% of

prices shall not gxceed the
the Xavai median household income (sez attached Honsing Agency’s Affordable
For-Sale Housing Prices schedule):
- 2.Bedroom Units $259,150 24
- 3.Bedroom Urits $£291,05C 12
- Large 3-Bedrm Units £305,200 20
Total 5&
. D ay Restri al sod All sales must be restricied to Kauai.

resident, income qualified, first-time buyers for & period of 90-days. If any units
remain unsold after the initial 90-day period, sales will then be restricted foran
additional 30 days to Kauai residents, without restriction on income or first-time
buyer status. Any units that ramain wsold after 120 days, may be sold cn the

open market.

. First come, first sezved or Lotlery. Unit sales will initially be based on the date

and time of receipt of a potential buyer’s reservation/sales contract This “first
come, first served” method needs to be clearly communicated to the public.
However, if demand for units exceeds the number of units available during the
initial 90-day restricted sales peried and 56 or more potential qualified buyers
apply, a lortery will be conducted.

0 Preference groups. No group, such as Grove Farm employee, handicapped,
single parent head-of-household, ete., will be given a preference to buy, with the

possible exception for the following:
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April 23, 2003
Page 3

o 2 o S1ETEL o105 : o Edue i Tanl ata
near future, the Housing Ageney tends to obtain administrative and
legislative approval to cstaplish a “Kauai resident firgt-time home buyer
list" that will give first proference to buy in any affordable housing project
sponsorad by of required by the County over the pext fve years. 1o
obtain the preference, 8 Kauai resident would register their houscheld
snformation with the Housing Agency and must complete a qualified

home-ownership education SOUISS, approved by the Housing Agency, prior

1 being given the preferencs,
ize, Thers wil}bcncrcsﬁicﬁonanfamﬁysiz: a3 to which size unit is
buy any of the units.

» il
appropriate. AnY size houschold can
6-Year Buvback, Al ynits sold within the ,mnal 50-day restricted sales period
will be subject to a §-Yexr Buyback restriction giving the Cousty the rightto

purchase the unit 2t the original cost, the cost of improvements added, and 1%
armual interest.
N W Tho County will not inpose 2 shared appreciation
PTOZraTI. B
~gchuler Homes bas begun the permitting process for the Ho’ckena projest. They hope 0
be able to begin site work this sumnxner and commence building construction by early next year,
with sales to begin 5600 th

The Kavai County Eousing Agency requests the Kanai County Couneil to acknowledge
that the above marketing precedures conform to the intent of the affordable housing conditions
imposed on Grove Farm by Ordinance Ne. PM-206-90 by approving thiz communication.

"Thack you for your assistance with this matter.

4 Bmard P. Cmamo, Ir.

OCA Director

APPROVEL:

- o et

gchuler Homes
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Grove Farm Affordable Housing Conditions Analysis
QRIS raoo=ahtt
Kaual County Crodits Per Grove Farm
Required Affordable Housing Ordinance PM-206-90 |Adopled Cradit Systam
Lrita fia-vmirc] Lty Pamai
Total Units or Credits 1850 100.0% 100.0% 1474
20 *sett-nelp” for below 30% KadHi 20 12% 57.7% A.5% 20
a0% of Units for 80-120% KM 497 25.4% 407 A8 27.8% 2
0% of Uni for 120-140% KMl 487 25.4% 545.18 37.3% 278
Tetm! Affordabie 1014 50.0% 1014.37 £3.3% 317
40% Marksd Units g78 40.0% 357
Soid Units Adopted Grove Fam County Cradit Syslom
Hauslng Unit  Cradi Tutal Cradit
Count Index Cradita  Sub-Towis
120-140% 3Singl» Fw +Hokuiel Extatas
D-Oadrociy2-Beth ; Smail it 14 4.78 3123
) 2 Badroom/2.Bath : Typical Lot 4 1.98 28.30
A 3 edroomy/2-Bath : Typical Let 120 223 267.80
A-fBedreom/2-Bath : Large Lot 17 238 4048 408.04
E0.30% SIngb Fﬂb_v - Hokulsl Estatos
2. 3pdrocm/2-Bath Srrmil Lot 8 2.24 15,84
2.Bedroomy2-Beth : Typleal Lot 8 233 AT
Eedroomy2-Baih : Smal Lot 8 3.08 24,08 57.7%
209
BO-120% Mutt¥arnily - Halslan] Vil
1-Aedroomy1-Bath 4 1.0¢ 400
Prasw 1A 2-Badmonyi ~Bath 7 1.00 37.00
Prasas 13 2-Badroomy S-Dath a8 1.12 55.68
phases 1G  2-Bedroomi2-Bath 147 1.24 13228
A-Badroom/2-Bain 15 1.38 20.70 24388
262 Sold Sub-Totsl 87 .48
120-140% Duplex & S‘ﬁil Famg!- Halamalu
T-Redroomya-Baih ; Small Lot 2 1.78 be B34
- 3Bedrsom/2-Bath : Smal Lot 2 208 4,08
2. Badroony2.5-Bath ; Smal Lot 15 210 3156
5-8ath : Smail Lot 10 2.24 2240
4-Bedroom/3-Bath ; Smail Let 1 232 2,32 83.80
2-edroomy2-Bath Smal Lot 2 1.78 as2
A-Bedrpom/d-Bath : Emal Lot 2 202 408
3-Badroor/2.5-Bath | Smal Lot 15 2,10 31,50
A Bedroomva.5-Bath : Smal Lot 10 224 2240
4.Bedroomid-Hath Smal Lat 1 232 2,33 §3.80
Future New Units &0 Sold Sub-Total  127.80
120-140% MuiHamily - Halelanl Villsgs
D-gecroon/2-Bath 24 1.24 2276
Prises 18 S.Badroony2-Bath 12 1,35 18,56
3.Bedreany2. 5-Bath 20 1.85 33.60 78.32
58 Futura Sub-Tetal  78.32
617 1014,37
{Total Units Totat Cracits




Bornard P, Carvalho Jr.
Direcior

£l Bryan J. Baptiste
Mayor :

/ Gary K. Heu

Adminisirative Assisiant

Kenneth M. Rainforth
Execufive on Housing

OFFICES OF COMMUNITY ASSISTAMCE
KAUA| COUNTY HOUSING AGERCY
June 2, 2005 ‘hookena 04

Mr. Ian K. Costa

Director of Planning
County of Kaual
Department of Planning
4444 Rice Street, Suite 473
Lihue, Kauai, Hawaii 96766

Attention:  Bryan Mamaclay

Dear Mr, Costa:

D.R. Horton/Schuler Homes Halelani Village Phase 1E (Ho’okena};
Qualified Affordable Housing in Satisfaction of County Ordinance No.

PM-206-90 (Grove Farm Properties)

Subject:

On May 12, 2005, the Kauai County Council approved a sales and marketing plan

(Communication No. C 2005-187, as amended, copy attached) for Halelani Village Phase 1E
unit multifamily project as affordable housing in satisfaction of

(Ho’okena) to qualify the 56
Grove Farm Properties’ housing conditions pursuant to County Ordinance No. PM-206-90. This
project represents the last affordable housing units required of Grove Farm Properties.

The project is being developed by D.R. Horton/Schuler Homes and is an approved
affordsble housing project. The unit prices are affordable to families earning 140% of Kauai

* median household income and the Housing Agency is responsible to qualify prospective buyers.
The County’s anti-speculative buyback provision will be a deed restriction on all qualified sales.

Upon completion of the project and all unit sales, the Housing Agency will issue a letter
to Grove Farm Properties acknowledging satisfaction of the entire 60% affordable housing
requirements imposed pursuant to County Ordinance No. PM-206-50.

Please contact me if you have any questions regarding this matter.

cc: Grove Farm, Mike Furukawa
Schuler Homes, Bob Bruhl

FOUAL MO TG
LFPORTYMITY

, Piikoi Building
Development Secticn (808) 241- 4444 4444 Rice Street, Suite 330 Section 8 (HUD) (808) 241- 4440
Uhue Hawaii 96766 FAX (808) 241- 4496

FAX (B08) 241- 4485  TDD (808) 241 - 4413
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L Diractor

. Bryan J. Baptiste
Mayor 4
Gary K. Heu Kanneth N. Ralnforth
Administative Assistant Exscutive on Housing
CFFICES OF COMMUNITY ASSISTANCE
KALA] COUNTY HOUSING AGENCY

April 25, 2003 ‘hookena 03

Honorable Chair Bill *Kaipo” Asing
and Council Members

Kauai County Council

4396 Rice Street

Lihue, Kauai, Hawail 96766

Attention:  Community Assistance Committes Chair Shaylene Iseri-Carvalho

Dear Chair Asing:

Subject:  Affordable Housing Sales Program for Halelani Village Phase 1E (Ho’okena);
Completion of Grove Farm Properties’ Affordable Housing Requirements for

County Ordinance No. PM-206-20

On October 18, 2001, representatives from Grove Farm Properties and Schuler Homes
made a presentation to the County Council to describe their plans to produce and sell the final
units needed to satisfy the affordable housing condition imposed on Grove Farm pursuant to
Ordinance No. PM-206-90. In this presentation, Schuler Homes informed the Council that they
believed they had saturated the market with townhouse style condominiums at Halelani Village
and, alternatively, proposed to build duplex style units on the two remaining phases of the once-
envisioned 500-unit Halelani Village complex. The duplex style proposal was approved
(Communication C 2001-359) and the 60 unit project known as Halemalu was built and sold by

2003. -

'On September 8, 1999, the County Council agreed to adopt an ‘affordable housing credit
system’ (Communication C-333-99) to measure the satisfaction of the 60% affordable housing
requirement imposed on Grove Farm’s Lihue-Puhi project. The presentation concluded that
duplex units could produce enough affordable housing credits to satisfy the 1014 credits needed

to comply with the zoning ordinance. However, topographical constraints reduced the number of

units in Halemalu (Halelani Village Phase 1D) to 60 units and more severe topographical
constraints in the Phase 1E area will make development of further duplex style units impractical.

In addition, the estimated 1,474 total units that Grove Farm has already developed and

anticipates to be developed is substantially less than the original potential density 1,690 units. As

a result, a total of approximately 63% affordable housing credits has been achieved without

BOUAL O
SPFORTYNITY
Plikol Bullding
Development Section (808) 241- 4444 4444 Rice Streef, Suite 330 Section 8 (HUD) (808) 241- 4440
Lihue Hawaill 96766 FAX (808) 244%- 4456

FAX (808) 241- 4495 7DD (B08) 241 - 4411

Barnard P. Carvaiho Jr.
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including the final 56 units to be developed at Halelani Village Phase 1E. However, Schuler
Hommes proposes to develop the final 56 units at Halelani Village Phase 1E as additional
affordable housing for eligible Kauai households earing up to 140% of the Kauai median
household income. The final Halelani Village phase, known as Ho’okena will provide Grove
Farm an additional 79.32 affordable housing credits, increasing the total affordable housing
credit percentage to almost 69%. This will complete Grove Farm’s affordable housing
obligations pursuant to Ordinance No. PM-206-90 (see attached Grove Farm Affordable Housing

Conditions Analysis). :

We have been discussing the final phase of Halelani Village with Schuler Homes for

approximately 18 months. To qualify as affordable housing, we propose the following
provisions and marketing procedures for the sale of 56 units in the Ho’okena project meet the

requirements imposed by Ordinance No. PM 206-50:

» 120-140% Median Income, All 56 of the units need to be households whose
- incomes do not exceed 140% of the Kanai Median Household Income.

Sales Prices. Within each of the following group of units, the average sales
prices shall not exceed the affordable price limits for households earning 140% of

the Kauai median household income (see attached Housing Agency’s Affordable
For-Sale Housing Prices schedule):

Unit Size Average Price No. of Units
- 2-Bedroom Units $259,150 24
- 3-Bedroom Units $291,050 12
- Large 3-Bedrm Units $305,200 20
Total 56

° 90-Day/30-Day Restricted Sales Period. All sales must be restricted to Kauai
resident, income qualified, first-time buyers for a period of 90-days. If any units

remain unsold after the initial 90-day period, sales will then be restricted for an
additional 30 days to Xauai residents, without restriction on income or first-time
buyer status. Any units that remain unsold afier 120 days, may be sold on the

open market.

. First come, first served or Lottery. Unit sales will initially be based on the date
and time of receipt of a potential buyer’s reservation/sales contract. This “first

come, first served” method needs to be clearly communicated to the public.

i However, if demand for units exceeds the number of units available during the
initial 90-day restricted sales period and 56 or more potential qualified buyers
apply, a lottery will be conducted.

Preference groups. No group, such as Grove Farm employee, handicapped,
single parent head-of-household, etc., will be given a preference to buy, with the

possible exception for the following:
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- Registered Home-Buyer & Home-Ownership Education Graduate. In the
near future, the Housing Agency intends to obtain administrative and

legislative approval to establish a “Kauai resident first-time home buyer
list” that will give first preference to buy in any affordable housing project
spomsored by or required by the County over the next five years. To
obtain the preference, a Kauai resident would register their household
information with the Housing Agency and must complete & qualified
home-ownership education course, approved by the Housing Agency, prior

to being given the preference.

Family Size. There will be no restriction on family size as to which size unit is
appropriate. Any size household can buy any of the units.

6-Vear Buyback. All units sold within the initial 90-day restricted sales pericd
will be subject to & 6-Year Buyback restriction giving the County the right to
purchase the unit at the original cost, the cost of improvements added, and 1%

annual interest.

. No Shared Appreciation. The County will not impose a shared appreciation
program.

-Schuler Homes has begun the permitting process for the Ho’okena project. They hope to
be able to begin site work this summer and commence building construction by early next year,
with sales to begin soon thereafter.

The Kauai County Housing Agency requests the Kauai County Council to acknowledge

that the above marketing procedures conform to the intent of the affordable housing conditions
imposed on Grove Farm by Ordinance No. PM-206-90 by approving this communication.

‘Thank you for your assistance with this matter.

Bernard P. Carvalho, Jr.
OCA Director

APPROVED:

cc: Robert Q. Bruhl,
Schuler Homes

Bryan J. Baptiste
Mayor
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Grove Farm Affordable Housing Co
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nditions Analysis

0X21/05 \gi200sah11
Kaual County Crodits Por Grove Farm
Reguired Affordable Housing Ordinance PM-206-50 |Adopted Credit System
Lnita Parcand Crodita Parcant :
Total Units or Credits 1680 100.0% 100.0% 1474
20 "self-neip™ for below 80% KMH! 20 1.2% §7.75 3.5% 20
30% of Unita for 80-120% KMHI 487 29.4% 407.48 27.8% 322
30% of Units for 120-140% KMHI 497 28.4% 549.18 37.3% 275
Total Affordabla 1014 80.0% 1014.37 68.8% 817
40% Markat Units 878 40.0% 857
Sold Units Adopted Grove Farm County Credit System
Mousing Unit  Cradit Total Cradit
Count Index Cradits Sub-Totals
120-140% Single Family - Heokulel Estatay
2-Bedroom/z-Bath : Small Lot 18 1.78 31.88
2-Bedroomv2-Bath : Typical Lot 34 1.85 £6.30
2-Bedmom/2-Bath : Typlcal Lot 120 2.23 287.80
3-Bedroomv2-Bath : Large Lot 17 2.38 40.48 408.04
50-80% Single Family - Hokulel Estatas
2-Bedroom/2-Bath : Small Lot 8 2.64 15.84
2-Bedroom/2-Bath ; Typical Lot 8 2,53 17.58
3-Badroom/2-Bath : Small Lot 8 3.08 2438 57.75
209
80-120% Multifamily - Haielan! Villags
1-Bedroom/1-Bath 4 1.0C 4.00
Phases 1A 2-Bedroomy1-Bath 37 1.00 37.00
Prases 18 2-Bedrccm/1.5-Bath 89 1.12 99.68
Phases 1¢  2-Bedroom/2-Bath 147 1.24 182.28
3-Badroom/2-Bath 15 1.38 20.70 343.68
292 Sold Sub-Total  807.45
120-140% Duplex & 8ingie Family - Halemalu
2-Bedroomv2-Bath : Small Lot 2 1.78 352
3-Bedroomv2-Bath : Small Lot 2 2.03 4.08
3-Redroom/2.5-Bath : Email Lot 15 2.10 31.50
4-Bedroom/2.5-Bath ; Small Lot 10 2.24 2240
4-Bedroom/3-Bath : Smell Lot 1 2.32 232 83.80
£0-120% Duplex & Single Family - Halemalu
2-Bedmom/2-Bath ; Smail Lot 2 1.76 3.52
3-Bedmom/2-Bath ; Small Lot 2 2.03 4.08
3-Bedrmom/2.5-Bath : Small Lot 15 210 31.50
4-Bedroom/2.5-Bath : Small Lot 10 2.24 22,40
4-Bedroom/3-Bath : Small Lot 1 2.32 232 £3.80
Future New Units 60 Sold Sub-Total  127.60
120-140% Muttifamlily - Haislan! Village
2-Bedroom/2-Bath 24 1.24 29.78
Phases 1€ 3-Bedroom/2-Bath 12 1.38 16.56
3-Bedroom/2.5-Bath 20 1.65 33.00 79.32
&8 Future Sub-Total  79.32
817 1014.37 ]
Total Credits

Total Units
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Ho’okena Sales Program
QOctober 20, 2005 ‘hookena 05
The Kauai County Council agreed to the following sales program affordable housing units for
May 12,2005, Construction and sale of the 56

Halelani Village Phase 1E, or Ho’okena, on
mes Division, shall be credited to Grove Farm

units in Ho’okena by D.R. Horton, Schuler Ho
Properties’ Affordable Housing Requirements pursuant to County Ordinance No. PM-206-90,

provided the following marketing and sales procedures are used:

120-140% Median Income. All 56 of the units need to be households whose.

X
~jmcomes do not exceed 140% of the Kauai Median Housebold Income.

Sales Prices. Within each of the following group of units, the average sales
prices shall not exceed the affordable price limits for households earning 140% of
the Kanai median household income (see attached Housing Agency’s Affordable

For-Sale Housing Prices schedule):

X

Unit Size Average Price No. of Units

2-Bedroom Units $259,150 24
3-Bedroom Units $291,050 12

Large 3-Bedrm Units $305,200 20
Total 56

First 60-Day Restricted Sales Period. All sales must be restricted to Kauai
resident, income qualified, first-time buyers for a period of 60-days. All units
sold within the initial 60-day restricted sales period will be subject to a County
10-Year Buyback restriction giving the County the right to purchase the unit at
the original cost, the cost of improvements added, and 1% annual interest.

Second 60-Day Restricted Sales Period. If any units remain unsold after the
initial 60-day period, sales will then be restricted for an additional 60 days to
Kauai residents, without restriction on income or first-time buyer status. All units
sold within the subsequent 60-day restricted sales period will be subject to a
County 6-Year Buyback restriction giving the County the right to purchase the
unit at the original cost, the cost of improvements added, and 1% annual interest.

Unrestricted Sales. Any units that remain unsold after 120 days, may be sold on
the open market, to anyone and without resale restrictions. Prior to any units
being offered on the open market, the County shall have the first option to

purchase any unsold units.

Lottery. A lottery will be conducted for all Kauai affordable housing purchasers
who qualify for the initial 60-day sales period to determine the sequence for
selection of units to purchase. A separate lottery will be conducted for all Kauai
resident housing purchasers who qualify for the subsequent 60-day sales period to
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determine the sequence for selection of units to purchase.

Preference groups. No group, such as Grove Farm employee, handicapped,
single parent head-of-household, etc., will be given a preference to buy, with the

possible exception that D.R. Horton and the County may agree to give 2
preference for participants in the County’s “Home-Buyer Priority List Program”
who have registered with the Housing Agency and have complete a qualified
home-ownership education course.

amily Size. There will be no restriction on family size as to which size umit 18

Family
appropriate. Any size household can buy any of the units.

No Shared Appreciation. The County will not impose a shared appreciation
program.
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EXHIBIT K"

America’s Duwitder
SCHULER DIVISION

HOUSING APPLICATION FORM

APPLICATIONS WILL NOT BE PROCESSED UNLESS COMPLETELY FILLED OUT. ONLY ONE
(1) APPLICATION WILL BE ACCEPTED PER HOUSEHOLD. APPLICATIONS MUST BE MAILED
OR DELIVERED TO D.R. HORTON-SCHULER HOMES, LLC

] {ADDRESS).
APPLICANT:
{Usa full tast & first names and middle Initials}
Full Name:
{Last] {First) i)

Social Securily Numbar:
Dale of Binth:

Marital Stalus: Single____Married Divorced
Qccupation:
Business Phonu:,

Resident Malling Address:

Homa FPhone:

CO-APPLICANT/SPOLUSE:
{Uise full 1ast & first narnes and middls initials)

Full Name: o I
{Last} {First) (M4}

Soclal Sacuwily Number:

Date of Binly e

Marilal Status: Single Married  Divorced _

Ocoupation

Business Phone: ___
Resident Mailing Address:

__Home Phona:

HOUSEHOLD COMPOSITION: {Al members of the household thal wifl resida in the dwelling unit purchased form the County.

Include applicant and co-applicart.)

Nama: Last First Social Secuiity No. Sex Agy Retation
1. o
2. —
3. -
4 . e
5. ~
6. ——— e
Taotal Farily Size: Cash Avaiiable for Downpayment: $_
Erplayer: Monthly Income: $_
Spouse/Co-Applicant's Employer: Morshiy Income: $__ T
Other Employment: . Momthly incomar B e
Interest/Dividend: poithly income: $ i
Qther: Monthly tncome: $_ e
Tolai Family Montily income: §
Tolal anpual gross household income: {Monthly gross income x 12} 5 e
Moathly Payments:
Manthly Housing Expense (Rend, elc.) $
Monthly Ulifities 3 fmo
Monthly Bills - Auto{s} Balance: § 4 imo
Monthiy Bills — Charge Cards Balance: $ $ _imo
Manthly Bills ~ Credit Union Balance: § g ime
Monthiy Bils - Other Balance: § £ imo
Monthiy Bills ~ Other Batance: § 3 _fma
Total Balance: § $ fme
ELIGIBILITY REQUIREMENTS FOR PURCHASE! APPLCANT CO-APPLICANTISPOUSE
Yes  No Yes  No
1. 1wilf iva in the homa. )y () {1y O
2. { understand and accept the restiction on the use, waiver, sala
{buyback) and transfer of the dwelling unil )y (3} S
3. | tio not own any interest in real estate sultable for residentiat use,
within or withowt the State of Hawai'l, If | own any interest in
seat estate, 1 will complete tha County's Real Estate Disclosure
Statemen| avaitabla from D.R. Horton-Schuier Homas, LLC )y () [ I A |

I

. 1 egree to inform D.R. Horton-Schuler Homes, LLC and the

Kaual Counly Housing Agency of any changes In information
provided in this appfication, especiatly concerning the applications
household characteristic, place of residence, mailing address and

\elephone numbers.

225427074151 141



FJUSING APPLICATION FORM ~ PAGE 2

SPECIAL CONDITIONS:

1. The Information above Is belng providad by the applicaat fof the purposes of registration for the purchase of a home in the
Communily isted above.

LIST BANK ACCOUNTS: EOR OFFICE
USE ONLY
INSTITUTION SBRANCH TYPE BALANCE U VERIFICATION
. )
b S e
- — S -
b S e
P o %
LIST STOCKS/BONDS: FOROFFIGE
LUSE ONLY.
STOCKS! NO. OF PIVINT TOTAL
NAME BONDS SHARES PERYR. AMOUNT VERFICATION
e e R % o
b S
$ $
3 5.

LIST ALL REAL ESTATE HOLDINGS:

MARKET WHEN MORTGAGE WMONTHLY :
ADDRESS VALUE ACQUIRED BALANCE e PAYMENT
$ 3 -
- — - o -
3 S

THE APPLICANT(S) UNDERSTANDS THAT THE MAKING OF ANY FALSE STATEMENTS,
KNOWINGLY, IN CONNECTION WITH THIS APPLICATION SHALL CONSTITUTE UNSWORN
FALSIFICATION TO AUTHORITIES AND BE PUNISHABLE AS SUCH.

CERTIFICATION: | hereby cetlify that the information above is frue and correct ta the best of my
kanowledge.

Date: Date:___
Applicant's Signature Co-Applican/Spouse's Signature

Reviewed by: Date;

22594.270M415114.1
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SCHULER DIVISION
OWNER OCCUPANT AFFIDAVIT

Wa, the undersigned "Cwner-Occupants” on this day of , 20 , declare
that we are a “Gap Group income Purchaser”, who wiil be "Owner-Occupants” in Ho'okena at Puhbl, a
fee-simple single family community (the “Community'}.

We understand and agree that:

1.

RS o

o

The term “Gap Group Income Purchaser” as used in this document, means a buyer
whase income (including the income of all members of such buyer's household) does not
exceed 140% of the median incoma (adjusted for family sizs) for the County of Kaua'i as
most recently determined by the U.S. Depastment of Housing and Urban Development,
The following are current income limits by family size for the Community. The buyer(s)
can be below these limits and stifl qualify:

Eamily Size ' 140%,

356,750
$64,850
$73,000
581,100
87,550

LE IR S P S

By signing this document, we represent that we are & "Gap Group income Purchaser”
within the meaning of thosa terms, as defined in paragraph 1 above.

By signing this document, we represent that we intend to buy a residential unit in the
Community and to become an cwner-accupant of the unit.

By signing this document, we understand and agree that the residential unil, which we
purchase in the Cormnmunity, must be occupled by us and are not to be rented. The
individuals below will oeceupy the unit:

Nams Age

By signing this document, we authorize the County of Kaua'i, by designated employaes
of the Kaua'i County Housing Agency, 1o pericdically verify compliance with each of the
provisions herain,

By signing this document, we understand that the making of any false slatements,
knowingly, in connection with this Affidavit shalf constitute unsworn falsification to
authorities and be punishable as such.

By signing this document, we represent that we do not own a majority interest in any reat
estate suitable for residential purposes within or without the State of Hawai'i. if we own
any real estate, we will comgplete the County's Real! Estale Disclosure Statement
avaitable from B.R. Horton-Schuler Homes, LLC upon request.

THES DOCUMENT MUST BE SIGNED IN FRONT OF A NOTARY PUBLIGC.

OWNER-QOCCUPANTS)

ADDRESS PURCHASER
CiTY, STATE, ZIP CODE PURCHASER
PHONE NO., (RESIDENCE) PURCHASER
PHONE MNO. (BUSINESS) PURCHASER

22394-270/415114.1



SCHULER DIVISION
HO‘OKENA AT PUHI AFFORDABLE HOUSING INFORMATION

Thank you for your interest in Ho'ckena at Puhi. We at D.R. Hortan-Schuler Homes, LLC are pleased o introduce

one of the newsst affordable housing community on Kaua'i.

ELIGIBILITY REQUIREMENTS
Applicants must not own any real estate suitable for residential use, prior to closing of @ home in Ho'okena at

Puhi

Applicants must be first time buyers and/or Kaua'i residents during certain resiricted sales pericd as

2.
described in the Sales Period provisions set forth below.

3. Appiicants must abide by the Buyback Restriction outlined in Sectien 2-1.18, Kaua'i County Code 1887,
relating to Sale or Transfer, and Use (buyback) of the land and dweliing unit.

4. Applicents must have the ability to finance the purchase with their own resources, including cash

requirements and gualifying for the morigage loan.

5. Applicants must be owner-occupants at ali times.

Applicant's Annual Gross Household Income must not exceed 140% of the Kaua‘i Median Household Income

listed below:

Family Size 140%
558,750

364,850
$73,000
$81,100
$87,550

Ch o Lo by =

“Annual Gross Househeld income” means the total amount of annual income of the applicant or co-
applicant/spouse and any other household member over 18 years of age not claimed as a dependent, from ail
sources before decuctions. Social Security benefits, COLA, BAQ AND VHA are considered income.

“Household” means (1) a group of persons regutarly living together consisting of two or more persons related by
bicod, marriage, adoption, or by operations of law, including foster children; (2} a single persen; or (3) one or
more individuals living with another person determined essential to their weli-being. Applicants claiming family
size by reascn of pregnancy must present a doctor's cerificate at the time of the interview.

There will be no restriction on family size as to which size unit is appropriate. Any size househald car buy any
of the units.

7.

ise staternents knowingly, in connection with this application

is 2 crime punishable by a fine of up to $2,000.00 or imprisonment for up to one (1) year or both as applicable
under the provisions of the Hawaii Penal Code, Part V. Section 710-1063. D.R. Horton-Schuler Homes, LLC
may initiate all legal remedies for the enforcement of this provision inciuding immediate repurchass,

foreclosure and eviction.

8. Applicants are advised that the making of any fa

e to their home during the restriction period, the County of Kaua‘i has first

9. Should Buyer seli or change tit]
lus interest on the equity at

opticn to purchase the home at the original cost, plus cost of any improvements, p
the rate of one percent {1%) a year.



REQUIRED DOCUMENTS
The foliowing Buyer information forms are required by D.R. Horton-Schuler Homes, LLC and the County of
Kaua'l, and must be filled out completely by ail parties. Applicants submitting incomplate forms will be
disqualified. These forms must be mailed cr delivered in person to O.R. Horton-Schuler Homes, LLC

Lihue, Kaua'i 86786,

1. Owner-Occupant Affidavit
Rezd and complete the necessary information. This form must be signed by all parties in front of a Notary

Public. Do not sign this form without a Notary Public present.

2. Housing Application Fgrm
This two page form must be compistely filled out. All information will be kept confidential and wil be

submittad to the County of Kaua't and a Lender for their review and approval.

3. Tax Relurns

Submit two (2) years of

signed FEDERAL tax returns with all schedules attached to your application. Income
sligibility shall be based on tax return information. TAX RETURNS MUST BE SIGNED BY ALL PA

RTIES,

4. Proof of Residency
Brovide valid proof of Kaua'i Residency such as a Drivers License, State i0, or other approved

documentation.

5. Pre-Qualification Letter
A Pre-Cualification Letter from DHI Mortgage is required. You are not required tc use DH! Morigage and may

use a lender of your choica.

SALES PERIOD

1. First 60-Day Restricted Sales Period.
All sales must be restricted to Kaua'i resident, income qualified, first-time buyers for a period of 60-days. All

units sold within the initial 60-day restricted sales period will be subject to a County 10-Year Buyback
restriction giving the County the right to purchase the unit at the ariginal cost, the cost of improvements

added, and 1% annuai interast,

2. Second 80-Day Restricted Sales Period.
If any units remain unseld after the initial 60-day pericd, sales will then be restricted for an additicnal 60-days
to Kaua'i residents, without restriction cn income or first-time buyer siatus. All units soid within the

subsequent 60-day restricted sales period will be subject to a County 6-Year Buyback restriction giving the

County the right to purchase the unit at the original cost, the cost of improvements added, and 1% annual

interest.

3. Unrestricted Sales,
Any units that remain unsold after 120 days, may be sold on the open market, to anyone and without resale

restrictions. Prior to any units being offered on the open market, the County shali have the first option to
purchase any unsold units.




p

SALES PROCESS
Applicants submit completed forms as cescribed above, including: Owner-Occupant Affidavit, Housing
Application Form; Tax Returns; and Proof of Residency.

0 R. Horton-Schuler Homes, LLC, the County of Kaua'i and a Lender will review all Applicants and determine
efigibility.

D R. Horton-Schuler Homes, LLC will provide eligible Buyers with a Lottery Application, which must be |
completed in full and returned by the specified date.

= R, Herton-Schuler Homes, LLC will conduct a lottery for all who qualify for the First 60-day sales period 1o
determine the secuence for selection of units to purchase. A separate lottery will be conducted for all Kaua'l
resident housing purchasers who qualify for the subsequent €0-day sales period to determine the sequence

for selection of units to purchase,

N.R. Horton-Schuler Homes, LLC will assist Buyers in the selection of thelr homes.

IMPORTANT NOTES
Befors submitting a form, every blank must be filled in. If blanks do not appiy to you, write the word

“noneg” in the blank,

Incomplete forms will be disqualiified.

s responsible for notifying D.R. Horton-Schuler Homes,

At all stages of the application process buyer i
(Kaua'i}.

LLC of any changes in mailing address and telephone numbers. Please phone {808)

If you have any questions, please cail, D.R. Horton-Schuler Homes, LLC at (808) {Kaua'l).

If ihere are any questions that D.R. Horton-Schuler Homes, LLC are not able to answer, please call the KAUA'
COUNTY HOUSING AGENCY at (8G8) 245-7344.



EXHIBIT “L7

HO'OKENA RESALE & QCCUPANCY RESTRICTION

TION. For the first sixty {60} days of project sales, all sales shali only be 1o Kauai
fied by the Kauai County Housing Agency as gligible to purchase an
affardable dwelling unit in the Halelani Village Phase 1E Project, known as Ho’okena at Puhi, and all sales shall be subjecttc a
TEN (10) YEAR deed resTiction on sale and occupancy pursuant to the following Section 2-1.16, Kauai County Code 1987.
The sale of the 36 units in Ho'okena at Puhi, developed and sold by D.R. Horton, Schuler Homes Division, shall be credited to
Grove Farm Properties’ affordable housing requirements pursuant to County Ordinance No. PM-206-50.

TEN (10) YEAR BUYBACK RESTRIC
resident, income qualified, first-time buyers that are cert

RESTRICTIONS ON SALE OR TRANSFER, AND USE
Section 2-1.16, Kauai County Code 1987

() Real Property; General Provisions of Restrictions on Sale or Transfer, and Use.

The County shall implement an anti-speculative buy-back provision that shall be
wnown as the "Restrictions on Sale or Transfer, and Use.” These restrictions shal! apply to the sale or transfer of any
real property and apply to the use of any real property acguired, financed, developed, constructed, or sold by the County
pursuant to this Section and which are sold on the condition that the purchaser accepts the restrictions on the sale or

transfer, and use in the real property purchased. The restrictions shall also apply to privately developed real property
sirement and which, by mutual agreement between the County and the

+hat is sold to satisty an affordable housing req
private developer, requires that such sales be subject to the County's Restrictions on Sale or Transfer, and Use.

{1) Title and Purpose.

(2) Relevance to State Law. The restrictions on sale or transfer, and use are in a form substantiaily
ns of Sections 201G-127, 129, and 130, Hawaii Revised Statutes. These restrictions on sale or

equivalent to the provisio
transfer, and use clanify the intent of various provisions of State law and utilize provisions that are in some Cases mMOIe

stringent.

of this Subsection is declared by the Court to be invalid, the same shall not

(3) Severalty, If any part
thereof other than the part so declared invalid.

affect the validity of the Subsection as a whole, or any part

Duration of Restrictions, Where the restrictions on sale or fransfer, and use of property apply for a
time shall not be increased beyond the date calculated from the date of original purchase

f the awner and the Kauai County Housing Agency (KCHA). The subsequent sale of any
(g), shall incorporate the restrictions on sale or ransfer,
hase. The period of time that the resirictions on

4)
period of time, the period of
without the mutual consent o
real property repurchased by the County pursuant to Subsection
and use and shall apply for the same period of time as an originai purc

sale or transfer, and use shail apply is as follows:

nced, developed, constructed, or sold by the County through

(A) For real property acquired, fina
(10) years during which the dwelling unit is occupied

the KCHA, the restrictions shall apply for a period of ten
by the owner, and

oper satisfying an affordabie housing requirement
developer is subject to these restrictions, the

d, with the time period of the
developer

(B) For real property sold by a private devel
that by mutual agreement between the County and the private
restrictions may apply for a period of less than the ten (10} year occupancy perio
restricton established either pursuant to adopted policy guidelines or written agreement berween the

and the County.
Modification of Restrictions. No real property owner shall be entitled to modify the restrictions on

ut the written permission of the holder of a duly-recorded first
fee simple or leasehold interest in the land, unless the holder of the

(5
sale or transfer, and use of the real property, witho
mortgage on the real property and the owner of the
first mortgage or the owner is the County.

ns on sale or transfer, and use of real property shall be made as

(6} Uniformity of Restrictions. Restrictio
¢ conformed with agreement of the owner to reflect change of

uniform as possible in application and restrictions shall b
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repeal made by any subsequent ordinance, rule or regulation. Real property owners shall be permitted at their election w0
sell or transfer real property subject to reswictions in affect at the time of their sale or transfer.
Public Notice of Amendment to Restrictions. The KCHA shail notify owners of any subsiantial

r regulation not more than one hundred eighty days after a change i
tes upon which thay

(73
change in restrictions made by ordinance, rule ¢
restrictions, and such notice shall clearly state the enacted or proposed new provisions, the date or da

ce to be effective, and offer to each owner of real property soid prior to such effective date an opportunity to modify the
existing contract ot other instrument to incorporate the most recent provisions. The notice shall be published at least
three times in a newspaper of general circulation in 2 County newspaper.

market-

(8) Market-Oriented Real Property. The restrictions on sale or transfer, and use shall not apply t©
priced real property in an economically integrated housing project.

Law Or Regulation, The KCHA shall be authorized to waive any of the

{(9) Waiver to Comply to Federal
5 set forth in federal laws or

restrictions on sale or transfer, and use in order to comply with or conform to requirement
regulations governing mortgage insurance or guarantee Programs O requirements set forth by federally chartered
secondary mortgage market participants. For the purposes of these restrictions, the United States Department of

Housing and Urban Development shali be defined as and considered a mortgage holder.

Release of Repurchase Right and Occupancy Requirement. If the real property is financed under a

d these restrictions would jeopardize the federal government's ability (@
recapture any interest credit subsidies that were provided to the owner; or if the real property is in poor condition and the
resale of the property, with or without repairs and rehabilitation to correst deficiencies, may be construed to expose the
County to an unacceptable amount of economic or liability risk; or if the calculated repurchase price of the real property
is comparable to or above the unrestricted market value of the property, the County may decline its first option to
purchase the real property subject to the restrictions on sale or transfer, and use; and the owner may then fransfer the real
property to any subsequent owner or transferee, without buyer, price, or occupancy restriction, and the restrictions on
sale or ansfer, and use, shall be automarically extinguished and shall not attach in subsequent transfers of ttle,

provided that:

(10}
federzally subsidized mortgage program an

{A} The County will decline its first option to purchase for a period of time zot to exceed one (1
year, during which time of the release, the real property owner must sell or ransfer title; and

(B Upon the sale or transfer of the real property, the owner shail be required to pay any amount
inciuding any mortgage note or other loan, any subsidy or deferred sales price, interest on

owing the County,
and the County's share of any net appreciation pursuant to the County's Shared Appreciation

any amount owing,
Program, if applicable.

(11) Mortgage Consents. The Executive on Housing shall consent tc mortgages and liens on the property for
the purpese of finarcing, re-financing, purchase of the fee simple title, repayment of a subsidy or deferred sales price,
payment of the County’s share of appreciation for real property subject to the County’s Shared Appreciation Program,
constructicn of essential or modest capital improvements, ot catastrophic household medical expenditures of an
emergency or life-threatening nature, provided the total principal balance of all mortgages and Hens does not exceed the
amount prescribed by Subsection (g)(1)(A). However, in the case of re-financing a federally subsidized morigage, the
Executive on Housing shail consent to the re-finance of 2 loan in excess to the amount prescribed by Subsection
(2)(1)(A) and up 10 a total amount that does not exceed the principal balance of all mortgages and Hens that have
obtained the County's prior consent and accrued interest credit subsidy. In addition, the Executive on Housing may
consent to mortgages or liens in excess of the amount prescribed by Subsection (g)(1)(A) that are created solely for the
purpose of enabling the owner to add capital improvements to the real property that are essential or modest and which
shall proportionately increase the amount prescribed in Subsection (g)(1)(A) when completed.

(12) The County's interest created by the provisions of these restrictions shall constitute a lien on the real
property and shall be superior to any other mortgage or lien, except those mortgages or Hens:
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(A) Created solely for the purchase of the real property;

(B} insured or held by a federal housing agency; ot
0 Created with the written consent of the County.

(13) Subsidy or Deferred Sales Price. Inany sale by the County of real property for which a subsidy or

deferred sales price was made by the County, as described in Subsection {g){1}{(C)(ii), the amount, a description of the
cost items, and the conditions of the subsidy or deferred sales price shall be clearly stated at the beginning of the

contract docurnent issued by the County.

(14) Application of Restrictions. The provisions of Subsections 2-1.18(f), {g) and (h), herein shall be
incorporated in any deed, lease, agreement of sale, or other instrument of conveyance, rule or regulation relating 10
resirictions on sale or transfer, and use of real property purchased from the County through its KCHA or real property
privately developed and sold to satisfy an affordable housing requirement and, by mutual agresment between the County

and the private developer, is subject to these restrictions.

{g) Real Property; Restrictions on Sale or Transfer, Waiver of Restrictions.

Restrictions on Sale or Transfer. The following restrictions shall apply to the sale or transfer of any
the County or real property privately developed and sold to sattsfy an
t between the County and the private developer, is subiect (o

(10

L
real property purchased through the KCHA from
affordable housing requirement and, by mutual agresmen
these restrictions whether on fee simple or leasehold property.

For a period of ten years after the purchase of a dwelling unit, during the five-year
ot, and for a period of ten years from the cccupancy ofa
ther ownership of the dwelling unit or vacant

(A)
constraction period after the purchase of a vacant 1
dwelling unit constructed by or for the owner on a vacant iot, whe
lot is from an original or subsequent purchase, and whether by lease, assignment of lease, deed, or agreement of
sale, if the owner wishes to sell or to transfer title to the real property or the lease, the County shall have the

first option to purchase the real property or lease at a price which shall not exceed the sum of:

{i) The original cost to the owner;

(1) The cost of any capital improvements added by the owner, provided that for a vacant lot
owner, the cost of a dwelling unit constructed by an owner-builder, including a participant in a County

elf-help housing project, shall be the initial building assessment vaiue determined by the

sponsozed §
£ Finance or the total documented cost of

County's Real Property Tax Division, Deparunent o
construction, whichever is greater; and

(iii} Simple interest on the original cost to the owner and the cost of capital improvements
added to the property by the owner at the rate of one percent a year.

{B) The County may purchase the unif either fiee and clear of all mortgages and liens or subject

to existing mortgages and liens.

(i} If the real property is conveyed free and clear of all morigages and hens, it shall be
conveyed to the County only afier all mortgages and liens are released.

(i) If the real property is conveyed subject to existing mortgages and liens, the County shall
assurne the seiler’s obligation on any first mortgage created for the sole purpose of purchasing the real
property and for any other mortgage or lien that the County has consented to in writing. The amount
paid by the County to the seller shall be the difference, if any, between the purchase price determined
by the provisions in Subsection (2)(1)}(A) and the total of the outstanding principal balances of the

mortgages and liens assumed by the County.
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(iif) If the real property is financed under & federally subsidized morigage program, in leu of
the release of these restrictions pursuant to Subsection ()(10), the County, at its sole option, may
purchase the property for a sum in excess of the amounts prescribed m Subsection {(g)(1){A) and equal
to the sum of mortgages's principal balance plus accrued interest credit subsidy.

(C} After the end of the tenth year from the date of purchase, or execution of an agreement of sale, the
owner may sell the real property or assiga the property to any person or firm free fom any price restrictions;

provided that the owner shall be required to pay to the County the sum oft
(i) The balance of any mortgage note, agreement of sale, or other amount owing fo the

County, inchiding the County's share of any net appreciation on real property subject to the County's
Shared Appreciation Program, if applicable;

(i} Any subsidy or deferred sales price made by the Counry in the acquisition, financing,
development, construction, and sale of real property, and any other amount expended by the County
not counted as cost in the original sales price but charged to the real property by good accounting
practice as determined by the KCHA whose books shall be prima facie evidence of the corrzomess of

the costs; and

(iii) Interest on the subsidy and any other amount expended at the rate of seven percenta
year computed as to the subsidy or deferred sales price, from the date of purchase, or execution of the
agreement of sale, and as to any amount expended, from the date of expenditure; provided that the
computed interest shall not extend beyond thirty years from the date of purchase, or execution of
agreement of sale, of the property; and provided that if any proposed sale or transfer will not generate
an amount sufficient to pay the County the sum computed under this paragraph the County shall have
the first option to purchase the real property at a price which shall not exceed the sum as computed

under Subsection (g1} A).

(D) Notwithstanding any provision above to the contrary, pursuant to rules adopted by the KCHA, the
subsidy or deferred sales price described in Subsections (2} 1)C)ii) and any interest accrued pursuant 1o
Subsection (g)(1}(C)(iii} may be paid at any time.
{2) Waiver of Restrictions, The restrictions prescribed in Subsection (g)(1) may be waived by the
Executive on Housing if:
{A) The owner wishes to transfer title to the real property or lease by devise or through the laws
of descent to an immediate family member who would otherwise qualify under rules established by the KCHA

and who accept the restrictions on sale or transfer, and use, which shall be reinsiated with the effective date of
the original purchase, and provided that the immediate family member accept reinstatement of the County's

Shared Appreciation Program, if applicable; or

{B) The sale or transfer of the real property would be at a price and upon terms that preserve the
anti-speculative intent of these restrictions without the necessity of the County to repurchase the real property
the KCHA, provided

and that the sale or transfer is to a subsequent owner or transferee determined eligible by
that the subsequent owner ot Tansferee accept the restrictions on sale or transfer, and use, which shall be
reinstated as of the new effective date of the subsequent purchase, and further provided that the subsequent
owner or transferee accept reinstatemnent of the County's Shared Appreciation Prograrm, if applicable.

{3) Foreclosure of Real Property.

{A) The restrictions on sale or transfer, and use shall be automatically extinguished and shall not
attach in subsequent transfers of title when a mortgagee or other party becomes the owner of the real property
or leasehold interest pursuant to a mortgage foreclosure, foreclosure under power of sale, or a conveyance in
licu of foreclosuze after a foreclosure action is commenced or when a morigage is assigned to a federal housing
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agency. Any law to the contrary notwithstanding, a morigagee under a mortgage covering title or leasehold
interest of real property encumbered by the first option to purchase in favor of the County, prior 1o commencing
mortgage foreclosure procesdings, shall notfy the County in writing oft

(i} Any default of the mortgagor under the mortgage within ninety days afier the occurrence
of the default, and

(i) Any intention of the mortgagee to foreciose the mortgage under Chapter 667, Hawal:
Revised Statutes, provided that the morigagee's failure to provide such written notice to the KCHA

shall not affect such holder's rights under the mortgage.

(B} The County shall be a party to any foreclosure action, and shall be entitled to all proceeds
rermaining in excess of 2il customary and actual costs and expenses of transfer pursuant to default, including
liens and encumbrances of record; provided that the person in default shall be entitled to an amount which shall
not excead the sum of amounts determined pursuant to Subsection (2)(1}{A) less any arnounts determined to be
customary and actual costs and expenses of transfer pursuant (o default.

(h} Real Property; Restrictions on Use.

{(H Occupancy Requirements. Real property purchased from the County through its KCHA or real
property privately developed and sold to satisfy an affordabie housing requirement and, by mutual agreement betwesn
the County and the private developer, is subject to these restrictions Tequires that the dwelling unit shall be occupied by
the owner at all times during the applicable restriction period, except in 2 hardship circumstance where a temporary
occupancy waiver is provided by the Executive on Housing ot occupancy is temporarily suspended as a result ofa
natural disaster that renders the dwelling unit non-habitable.

(A} Dwelling units purchased from the County begin the ten-year restriction period from the date
of purchase; and

{B) Vacant lots purchased from the County require the owner to build or have built a dwelling
unit on the vacant lot and that the dwelling unit shall be completed and shail be occupied by the owner within
five years from the date of purchase of the vacant lot. Upon occupancy of the completed dweiling unit, the ten-
year restrictions on sale or transfer, Subsection (g), and the applicable ten-year restrictions on use, Subsection

(h}, shall begin.

(2) Verification of Occupancy. From time to time the KCHA may submit 2 verification of owner-
occupancy form to the owner during the restriction period. Failure to respond to the verification in a timely manner of
violation of Subsection (h)(1) shall be sufficient reason for the County, at its option, to purchase the real property as

provided by Subsection (g)(1)(A).

(3) Release of Repurchase Right or Foreclosure of Real Property. The restrictions prescribed in
Subsection (h)(1) shall be automatically extinguished and shall not attach in subsequent transfers of title as prescribed in

Subsection (g)(3) or Subsection (g)(4).

(4) Waiver of Restrictions. The restrictions prescribed in Subsection (h)(1) may be temporarily waived by the
Executive on Housing for a period of time up to one (1) year for a hardship ¢ircumnstance, during which time the
dwelling unit may be rented or leased, provided that:

(A) The hardship circumstance is an unforeseeable job or military transfer, a temporary educaticnal
sabbatical, a serious illness of the owner or a member of the owner’s household, or such other hardship
circumstance as determined by the KCHA on a case by case basis;

(B) The waiver may be granted only to qualified residents who have paid resident State income taxes
during all years in which they occupied the dwelling and who shall continue to pay resident State Incorme taxes

during the waiver period;
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(C) The term of the Restriction on Sale or Transfer, and Use shall be extended by one day for each day
that the OWIer occupancy reguirement is waived;

(D) The term of the waiver may be extended or other waivers may be approved at other time periods
provided the lotal occupancy waiver period may not exceed ten {10) years.
E) The County may recover all relevant administrative expenses and attorney’s fees from the owner;
and
(F) Failure to re-occupy the dwelling unit by the owner at the end of the temporary waiver period shail
be sufficient reason for the County, at its option, to purchase the real property as provided in Subsection
(giIxA).

ACCEPTANCE OF RESTRICTIONS:
The undersigned purchaser(s} acknowledge that he, she, or they understand and agree to all of the restrictions on sale or wansfer,

and use of real property contained herein as they apply to the real property purchased from or financed by the County of Kauai

through its Housing Agency.

BUYERS: Date
Date
Date
Date
* ® End & %
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EXHIBIT "M”

HO’OKENA RESALE & OCCUPANCY RESTRICTION

N. For the second sixty (60) days of project sales, all sales shali only be to Xaual
resident buvers that are certified by the Kauai County Housing Agency as eligible to purchase an affordable dwelling unit in the
Halelani Village Phase 1E Project, known as Ho’okena at Puhi, and al! sales shall be subject to a SIX (6) YEAR deed restriction
on sale and occupancy pursuant 1o the following Section 2-1.16, Kauai County Code 1987. The sale of the 36 units in Ho okena
at Puhi, developed and sold by D.R. Horton, Schuier Homes Division, shall be credited to Grove Farm Properties’ affordable

housing requirements pursuant o County Crdinance No. PM-206-90.

SIX (5) YEAR BUYBACK RESTRICTIO

RESTRICTIONS ON SALE OR TRANSFER, AND USE
Section 2-1.16, Kauai County Code 1987

() Real Property; General Provisions of Restrictions on Sale or Transfer, and Use.

Title and Purpese. The County shall implement an anti-speculative buy-back provision that shall be
known as the "Restrictions or Sale or Transfer, and Use.” These restrictions shall apply to the sale or wansfer of any
rea} property and apply to the use of any real property acquired, financed, developed, constructed, or sold by the County
pursuant to this Section and which are sold on the condition that the purchaser accepts the restrictions on the sale oz
wransfer, and use in the real property purchased. The restrictions shall also apply to privately developed real property
that is sold to satisfy an affordable housing requirement and which, by mutual agreement berween the County and the

< developer, requires that such sales be subject to the County's Restrictions on Sale or Transfer, and Use.

n

privat

Relevance to State Law. The restrictions on sale or transfer, and use are ina form substantially
, Hawaii Revised Statutes. These restrictions on saie or

(2
equivalent to the provisions of Sections 201G-127, 129, and 130
transfer, and use clarify the intent of various provisions of State law and utilize provisions that are in some cases more

siringent.

3

affect the validity of the Subsection as a whole,

Severalty. If any part of this Subsection is dectared by the Court to be invalid, the same shall not
or any part thereof other than the part so declared invalhd.

Duration of Restrictions. Where the restrictions on sale or transfer, and use of property apply for a
the period of time shall not be increased beyond the date calculated from the date of original purchase
without the mutual consent of the owner and the Kauai County Housing Agency (KCHA). The subsequent sale of any

real property repurchased by the County pursuant o Subsection (g), shall incorporate the restrictions on saie or transfer,

and use and shall apply for the same period of time as an original purchase. The period of time that the restrictions on

sale or transfer, and use shall apply is as follows:

4)
period of time,

For real property acquired, financed, developed, constructed, or sold by the County through
(10) years during which the dwelling umnit is oceupied

(A)
the KCHA, the restrictions shall apply for a period of ten

by the vwner, and

(B) For real property sold by a private developer satisfying an affordable housing requirernent
that by mutual agreement between the County and the private developer is subject to these restrictions, the
restrictions may apply for z period of less than the ten (10} year occupancy period, with the time period of the
restriction established either pursuant to adopted policy guidelines or written agreement between the developer

and the County.
Modification of Restrictions. No real property owner shall be entitled to modify the restrictions on

without the written permission of the holder of a duly-recorded first
st in the land, unless the holder of the

%)
sale or transfer, and use of the real property,
morigage on the real property and the owner of the fee simple or leasehoid intere

first mortgage or the owner is the County.

Uniformity of Reswictions. Restrictions on sale or transfer, and use of real property shall be made as
ssible in application and restrictions shall be conformed with agreement of the owner to reflect change o1

()

unifonmn as po

Ho'okena at Puhi Page 1 10-Year Buyback



repeal made by any subsequent ordinance, rule or regulation. Real property owners shail be permitted at thelr siection (o
sell or ransfer real property subject to restrictions i effect at the time of their sale or mansfer.

public Notice of Amendment to Restrictions. The KCHA shall notify owners of any subsiantial
change in restrictions made by ordinance, rule or regulation not more than one hundred eighty days after a change in
restrictions, and such notice shall clearly state the enacted or proposed new provisions, the date or dates upon which they

are 1o be effzective. and offer to each owner of reai property sold prior io such effective date an opportunity to modify the
existing contract of other instrument to incorporate the most recent provisions. The notice shall be published at least

three times in a newspaper of general circulation in a County newspaper.

(7

(8) Market-Oriented Real Property. The restricrions on sale or transfer, and use shall not apply to market-

priced real property in an economically integrated housing project.

(9) Waiver to Comply to Federal Law Or Regulation, The KCHA shail be authorized to waive any of the
restrictions on saje or transfer, and use in order to comply with or conform to requirements set forth in federal laws or
regulations goveming mortgage INSUrance OF guarantee programs of requirements set forth by federally chartered
secondary mortgage market participants. For the purposes of these restrictions, the United States Department of
Housing and Urban Development shall be defined as and considered a mortgage heider.

Release of Repurchase Right and Occupancy Reguirement. 1f the real property is financad under a
m and these restrictions would jeopardize the federal government's ability to

that were provided to the owner; or if the real property is in poor condition and the

resale of the property, with or without repairs and rehabilitation to correct deficiencies, may be construed to expose the
County to an unacceptable amount of economic or ligbility risk; or if the calculated repurchase price of the real property

is comparable to or above the unrestricted market value of the property, the County may decline its first option to
purchase the real property subject to the restrictions on sale or fransfer, and use; and the owner may then iransfer the real
property to any subsequent owner or transferee, without buyer, pricg, O occupancy restriction, and the restrictions on

sale or transfer, and use, shall be automaticaily extinguished and shall not attach in subsequent transfers of title,

provided that:

(10)
federally subsidized mortgage progra
recapture any interest credit subsidies

{A) The County will decline its first option to purchase for a period of time not to exceed one (1)
year, during which time of the release, the real property owner must sell or transfer title; and

(B) Upon the sale or transfer of the real property, the owner shall be required to pay any amount

owing the County, including any mortgage note or other loan, any subsidy or deferred sales price, interest on

any amount owing, and the County's share of any net appreciation pursuant to the County's Shared Appreciation

Program, if applicable.

(11) Morigage Consents. The Executive on Housing shall consent to mortgages and liens on the property for
re-financing, purchase of the fee simple title, repayment of a subsidy or deferred sales price,
payment of the County’s share of appreciation for real property subject to the County’s Shared Appreciation Program,
construction of essential or modest capital improvements, or catastrophic household medical expenditures of an
emergency or life-threatening nature, provided the total principal balance of all mortgages and lens does not exceed the
amount prescribed by Subsection (2){1XA). However, in the case of re-financing a federally subsidized mortgage, the
Executive on Housing shall consent to the re-finance of a loan in excess to the amount prescribed by Subsection
e)(1)(A)anduptos total amount that does not exceed the principal balance of all mortgages and liens that have
obtained the County's prior consent and accrued interest credit subsidy. In addition, the Executive on Housing may
consent to mortgages or Hens in excess of the amount prescribed by Subsection (g)(1)(A) that are created solely for the
purpose of enabling the owner to add capital improvements to the real property that are essential o7 modest and which

shall proportionately increase the amount prescribed in Subsection (g)(1)(A) when completed.

the purpose of financing,

(12) The County’s interest created by the provisions of these restrictions shall constitute a lien on the real

property and shall be superior to any other mortgage or lien, except those mortgages or liens:
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{A) Created solely for the purchase of the real property;

{B} Insured or held by a federal housing agency; o7

(O Created with the written consent of the County.

es Price. In any sale by the County of real property for which a subsidy or

ibed in Subsection {g){ 1)(C)(il}, the amount, a descripticn of the
early stated at the beginning of the

(13) Subsidy or Deferred Sal
deferred sales price was made by the County, as descr
cost items, and the conditions of the subsidy or deferred sales price shall be cl
contract document jssued by the County.

ns of Subsections 2-1.16(D), (g) and (h), herein shali be

- instrument of conveyance, rule or regulation relating to

the County through its KCHA or real property

t and, by rautual agreement between the County

{14) Apphcation of Restrictions. The provisio

incorporated m any deed, lease, agreement of sale, or othe

ragictions on sale or transfer, and use of real property purchased from
privately developed and sold to satisfy an affordable housing requiremen

and the private developer, is subject to these restrictions.

(g} Real Property; Restrictions on Sale or Transfer, Waiver of Restrictions.

Restrictions on Sale or Transfer. The foilowing restrictions shail apply to the sale or transfer of any

HA from the County or real property privately developed and seld to satisfy an
private developer, is subject 10

1
real property purchased through the KC
affordable housing requirement and, by mumal agreement between the County and the

+hese restrictions whether on fee simple or leasehold property.

For a period of ten years after the purchase of a dwelling unit, during the five-year

after the purchase of a vacant lot, and for a period of ten years from the occupancy of a
ot, whether ownership of the dwelling unit or vacant

(A)
construction period
dwelling unit constructed by or for the owner on a vacant i
lot is from an original or subsequent purchase, and whether by lease, assignment of lease, deed, or agreement of

sale, if the owner wishes to sell or to transfer title to the real property or the lease, the County shall have the
first option to purchase the real property or lease at a price which shall not exceed the sum of:

{i) The original cost to the owner;

rovements added by the owner, provided that for a vacant lot

(i) The cost of any capital imp
tin a County

owner, the cost of a dwelling unit constructed by an owner-builder, including a participan
f-help housing project, shall be the initial building assessment value determined by the

sponsored sel
1 the total documented cost of

County's Real Property Tax Division, Department of Finance 0
construction, whichever is greater; and

(i) Simple interest on the original cost to the owner and the cost of capital improvements
added to the property by the owner at the rate of one percent a year.

The County may purchase the unit either free and clear of all mortgages and liens or subject

{B)

to existing mortgages and liens.

(i) If the real property is conveyed free and clear of all mortgages and liens, it shall be
conveved to the County only after all mortgages and liens are released.

ct to existing mortgages and liens, the County shail

(i) If the real property is conveyed subje
g the real

assume the selier's obligation on any first mortgage created for the sole purpose of purchasin
property and for any other mortgage or lien that the County has consented to in writing. The amount
paid by the County to the seller shall be the difference, if any, between the purchase price determined
by the provisions in Subsection (g)(1)(A) and the total of the outstanding principal balances of the

mortgages and liens assumed by the County.
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(i) If the real property is financed under a federally subsidized mortgage program, in lieu of
the release of these restrictions pursuant to Subsection (f)(10), the County, at its sole option, may
purchase the property for a sum in excess of the amounts prescribed in Subsection (g)(1)(A) and equal

to the sum of mortgagee's principal balance plus accrued interest credit subsidy.

(C) After the end of the tenth year from the date of purchase, ot execution of an agreement of sale, the
owner may sell the real properzy or assign the property o any person or firm free from any price resirictions;

provided that the owner shall be required to pay 1o the County the sum of:
(i) The balance of any mortgage note, agreement of sale, or other amount owing 1o the

County, inciuding the County’s share of any net appreciation on real property subject o the County's
Shared Appreciation Program, if applicable;

(i) Any subsidy or deferred sales price made by the County in the acquisition, financing,
development, construction, and sale of real property, and any other amount expended by the County
not counted as cost in the original sales price but charged to the real property by good accounting
practice as determined by the KCHA whose books shall be prima facie evidence of the corrsctness of

the costs; and

(iii) Interest on the subsidy and any other amount expended at the rate of seven percent a
year computed as to the subsidy or deferred sales price, from the date of purchase, or execution of the
agreement of sale, and as to any amount expended, from the date of expenditure; provided that the
computed interest shall not extend beyond thirty years from the date of purchase, or execution of
agreement of sale, of the property; and provided that if any proposed sale or transfer will not generaie
an amount sufficient to pay the County the sum computed under this paragraph the County shall have
the first option to purchase the real property at a price which shall not exceed the sum as computed

under Subsection {g){1)}A).

(D) Notwithstanding any provision above to the contrary, pursuant to rules adopted by the KCHA, the
subsidy or deferred sales price described in Subsections (g)(1)(C)(ii) and any interest accrued pursuant 1o
Subsection (g} 1)C)(iii} may be paid at any time.

{2) Waiver of Restrictions. The restrictions prescribed in Subsection (g)(1} may be waived by the

Executive on Housing if:

(A) The owner wishes to transfer title to the real property or lease by devise or through the laws
of descent to an immediate family member who would otherwise qualify under rules established by the KCHA
and who accept the restrictions on sale or transfer, and use, which shall be reinstated with the effective date of
the original purchase, and provided that the immediate family member accept reinstatement of the County's

Shared Appreciation Program, if applicable; or

(B) The sale or transfer of the real property would be at a price and upon terms that preserve the
anti-speculative intent of these restrictions without the necessity of the Couaty to repurchase the real property
and that the sale or transfer is to a subsequent owner or transferee determined eligible by the KCHA, provided
that the subsequent owner or transferee accept the restrictions on sale or transfer, and use, which shail be
reinstated as of the new effective date of the subsequent purchase, and further provided that the subsequent
owner or transferee accept reinstatement of the County's Shared Appreciation Program, if applicable.

(3 Foreclosure of Real Property.

{A) The restrictions on sale or transfer, and use shall be automatically extinguished and shall not
attach in subsequent transfers of title when a mortgagee or other party becomes the owner of the teal property
or leasehold interest pursuant to a mortgage foreclosure, foreclosure under power of sale, or 2 conveyance m
lieu of foreciosure after a foreclosure action is commenced or when a mortgage is assigned to a federal housing
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agency. Any law to the contrary notwithstanding, a morigagee under a mortgage covering title or leasehold
interest of real property encumbered by the first option to purchase in favor of the County, prior 1 commencing

mortgage foreclosure proceedings, shall notify the County in writing of:

(i) Any default of the mortzagor under the mortgage within ninety days after the occurrence
of the default, and

(ii) Any intention of the mortgagee to foreclose the morigage under Chapter 667, Hawail
Revised Statutes, provided that the mortgagee's failure to provide such written notice to the KCHA

shali not affect such holder's rights under the mortgage.
(B) The County shall be a party to any foreclosure action, and shall be entitied to all proceeds

remaining in excess of all customary and actual costs and expenses of transfer pursuant to default, including
tiens and encumbrances of record; provided that the person in default shall be entitled o an amount which shall
ot axceed the sum of amounts determined pursuant to Subsection (g)(1)(A) less any amounts determined to be

customary and actual costs and expenses of transfer pursuant to default.

(h) Real Property: Restrictions on Use,

(1) Occupancy Requirements. Real property purchased from the County through its KCHA or real
property privately developed and sold to satisfy an affordable housing requirement and, by mutual agreement between
the County and the private developer, is subject to these restrictions requires that the dwelling unit shall be occupied by
the owner at all times during the applicable restriction period, except in a hardship circumstance where a temporary
occupancy waiver is provided by the Executive on Housing or occupancy is temporarily suspended as a result of a
natural disaster that renders the dwelling unit non-habitable.

{A} Dwelling units purchased from the County begin the ten-year restriction period from the date

of purchase; and

(B) Vacant lots purchased from the Couaty require the owner to build or have built a dwelling
unit on the vacant lot and that the dwelling unit shall be completed and shall be occupied by the owner within
five years from the date of purchase of the vacant lot. Upon occupancy of the completed dwelling unit, the ten-
year restrictions on sale or transfer, Subsection (g), and the applicable ten-year restrictions on use, Subsection

(h), shali begin.
(2) Verification of Occupancy. From time to time the KCHA may submit a verification of owner-

occupancy form to the owner during the restriction period. Failure to respond to the verification in a timely manner of
violation of Subsection (h)(1) shall be sufficient reason for the County, at its option, to purchase the real property as

provided by Subsection {g)}(1)(A)

3} Release of Repurchase Right or Foreclosure of Real Property. The restrictions prescribed in
Subsection (E)(1) shall be automatically extinguished and shall not attach in subsequent transfers of title as prescribed in
Subsection (2)(3) or Subsection (g)(4).

(4) Waiver of Restrictions. The restrictions prescribed in Subsection (k)(1) may be temporarily waived by the
Executive on Housing for a period of time up to one (1) year for a hardship circumstance, during which time the
dwelling unit may be rented or leased, provided that:

(A) The hardship circumstance is an unforeseeable job or military transfer, a temporary educational
sabbatical, a serious illness of the owner or a member of the owner’s household, or such other hardship

circumstance as determined by the KCHA on a case by case basis;

(B) The waiver may be granted only to qualified residents who have paid resident State income taxes
during all years in which they occupied the dwelling and who shall continue to pay resident State income taxes

during the waiver period;
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(C) The term of the Restriction on Sale or Transfer, and Use shall be extended by one day for each day
that the owner occupancy requirement is waived;

(D) The term of the waiver may be extended or other waivers may be approved at other time periods
provided the total occupancy waiver period may not exceed ten (10) years.

{E) The County may recover ali relevant administrative expenses and attomey’s fees from the owner;
and
(F) Failure to re-occupy the dwelling unit by the owner at the end of the temporary waiver period shall
be sufficient reason for the County, at its option, to purchase the real property as provided in Subsection
(2 DAX
ACCEPTANCE OF RESTRICTIONS:

The undersigned purchaser(s) acknowledge that he, she, or they un
and use of real property contained herein as they apply to the real property

through its Housing Agency.

derstand and agree to all of the restrictions on sale or transfer,
purchased from or financed by the County of Kauai

BUYERS: Date
Date
Date
Date
& % EDCE E
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EXHIBIT “N”

DEVELOPER AFFILIATIONS

1. The Developer is a Delaware limited liability company and is managed by Vertical
Construction Corporation.

A. Vertical Construction Corporation is a Delaware corporation whose officers are
as follows: Donald R. Morton, Chairman of the Board; Donald J. Tomnitz, Vice Chairman, President &
Chief Executive Officer; Samue! R. Fuller, Senior Executive Vice President; Bill W. Wheat, Executive Vice
President & Chief Financial Officer; Stacey H. Dwyer, Executive Vice President & Treasurer, James K,
Schuler, Senior Vice President & Region President; Michael T. Jones, Vice President of the Company &
Division President; R. Dale Eggleston, Vice President; Joan L. Fleming, Vice President; Mary K. Flood, Vice
President of Sales & Marketing; Harvey Goth, Vice President; Galen Lee, Vice President of Finance; Frank
Payne, Vice President of Operations; Donald J. Tomnitz, Vice President; Paul W. Buchschacer, Assistant
Secretary; Ted I Harbour, Assistant Secretary; Paula D. Hunter-Perkins, Assistant Secretary; Alan D.
Labbe, Assistant Secretary; Thomas B. Montano, Assistant Secretary;, and David T. Morice, Assistant

Secretary.
2. The Developer is the Real Estate Broker for the Project (RB #18340).
A The Hawaii licensed principal broker for Developer as Real Estate Broker for the
Project is Mary Flood.
3. Vertical Construction Corporation is the General Contractor for the Project (CT #18288).

B. The Hawaii licensed Responsible Managing Employee for Vertical Construction
Corporation, as General Contractor for the Project, is Alan Labbe.

END OF EXHIBIT “N”
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