















































































































































































































































































































































































































































Each director shall owe the Association a fiduciary duty in the performance of the
director’s responsibilities and shall exercise the degrse of care and loyalty required
by an officer or director of a corporation under HRS Chapter 414D. Pursuant to
Section 6.2 of these Bylaws, the board may employ a responsible corporate
managing agent with such powers and duties of the board as shall be delegated by
the board.

4.2 Number: Qualification and Compensation.

(a}  The board of directors shall initially be constituted of five {5)
persons. This number may be changed from time to time by vote of the
Association provided that the number of directors shall at no time be less than 5.
Each director shall be an owner, co-owner, vendee under an agreement of sals, or
an officer, partner, member or other person authorized to act on behalif of any legal
entity which owns a unit or, in ths case of fiduciary owners, the fiduciary or
officers of corporate fiduciaries.

{b} There shall be no more than ons representative on the board of
directors from any one unit.

{c} No resident manager of the Project shall serve on the board of
directors.

{d)  No member of the board of directors shall receive any
compensation from the Association for acting as such, but may be reimbursed for
actual expenses incurred in the course of acting as such director.

4.3 Method of Electing the Board. Election of directors shall be by

cumulative voting by secret ballot at each annuai meeting of the unit owners and
any special meeting called for that purpose.

Cumulative voting shall be permitted as provided by the Act and any
other applicable laws, rules and regulations. Voting by acclamation shall be
permitted if the number of candidates equals the number of positions to be filled.

4.4 Term of Office. At the first annual meeting of the unit owners, and at
each special meeting to elect a new board following an administrative merger as
provided in Section 3.8 of these Bylaws, the term of office of the two {2} members
of the board receiving the greatest number of votes shall be fixed at three (3)
years, the term of office of the two (2) members of the board receiving the third
and fourth greatest numbers of votes shall be fixed at two {2} yaars, and the term
of office of the member of the board recsiving the next greatest number of votes
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shall be fixed at one (1} year. In the avent that the number of directors increases
as the result of an administrative merger, the initiai terms of the four (4) members
of the board receiving the four {4) greatest numbers of votes ghall be as provided in
this Section (that is, three (3) years for the two members with the greatest number
of votes, and two (2) years for the two members with the third and fourth greatest
numbers of votes), and all remaining members shall have initial terms of one {1)
year. After the expiration of the term of office of each of the initial members, each
successor member of the board shall be elected to serve for a term of two (2)
years. Each member of the board shall continue to exercise the powers and duties
of the office until his successor shall have been elected by the unit owners.

4.5 RBemoval of Directors. At any regular or special meeting of unit
owners, any one or more of the members of the board of directors may be
removed with or without cause by the unit owners and a successor shall then and
there be elected for the remainder of the term to fill the vacancy thus created;
provided, however, that a director elacted solely by the votes of unit owners other
than the Devsloper, pursuant to Section 4.3 of these Bylaws, may be removed
from office prior to the expiration of his term only by the vote of unit owners other
than the Developer; and provided, further, that an individual director shall not be
removed {unless the entire board is removed) if owners having sufficient votes to
elect one director by cumulative voting present at such meeting shall vote against
his removal. A member of the board of directors whose removal is proposed by
the unit owners shall be given an opportunity to be heard at the meeting. If such
removal and repiacement is to occur at a special meeting, the call for such meeting
shall be by the President or by a petition to the Ssecretary or managing agent signed
by not less than twenty-five percent (25%} of the unit owners as shown in the
Association’s record of ownership; provided that if the Secretary or managing
agent does not send out the notices for the special meeting within fourteen (14)
days of receipt of the petition, the petitioners shall have the authority to set the
time, date and place for the special meeting and to send out notices for the special
meeting in accordance with the requirements for notice contained hersin. Except
as otherwise provided in the Act, such meeting for the removal from office and
replacement of directors shall be scheduled, noticed and conducted in accordance
with these Bylaws. In addition, if any director shall fail to attend four (4}
consecutive meetings of the board for any reason, the board, by a vote of a
majority of the other members, may remove him and select a replacement toc serve

his unexpired term.

4.6 - Annual Meetings. The board of directors shall meet at least once a
year. Each annual meeting of the board of directors shall bse held at the place of
and immediately following each annual meeting of the Association. At such
meeting the board shall elect the officers of the Association for the ensuing vear.
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The first meeting of the first efected board shall be held at the place of and
immediately following the first annual meeting of the Association as provided in
Section 3.3 of these Bylaws.

4.7 Proxy Vote. Unless permitted by law, a director shall not cast any
proxy vote at any board meeting.

4.8 Conflict of Interest. Unless permitted by law, a director shall not vots
at any board meeting on any issue in which the director has a conflict of interest.
If there is any disagreement as to whether or not there exists a conflict of interest,
the determination of whether a conflict of interest exists as to a particular director
or directors shall be made by a majority of the non-interasted directors, which
determination shall be conclusive and binding on all parties.

4.9 Disclogsure of Conflict. A director who has a conflict of interest on
any issue before the board shall disclose the nature of the conflict of interest prior
to a vote on that issue at the board meeting, and the minutes of the meeting shall
record the fact that a disclosure was mads.

4.10 Board Mestings. All meetings of the board of directors shall be
conducted in accordance with the most current edition of Robert’s Rulss of Order.
Directors not present may participate by electronic communication if and to the
extent permitted by the Act. All meetings of the board of directors, other than
executive sessions, shall be open to all members of the Association, and _
Association members who are not on the board of directors may participate in any
deliberation or discussion of the board of directors unless a majority of a quorum of
the board of directors votes otherwise. The board of directors, with the approvat
of a majority of a quorum of its members, may adjourn a meeting and reconvense in
- executive session to discuss and vote on these matters for which executive
session is permitted by the Act, provided that the general nature of the matter shall
be announced first, in open session. Minutes of an executive session may, in the
discretion of the board, be taken or not; but if they are taken they shall be
maintained in a confidential file {consistently with maintaining the attorney-client
privilege as to all legal matters).

4.11 Regular Meetings. Regular meetings of the board of directors may be
held at the address of the Project, or elsewhere within the State of Hawaii and at
such time as shall be determined from time to time by the board of directors.
Unless the board of directors determines otherwise, meetings shall be held
quarterly; provided, however, that at least two {2) regular meetings, in addition to
the annual meeting of the board, shall be held during sach fiscal year. Notice of
the time and place for each regular meeting of the board of directors shall be given
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to each member of the board of directors in writing at least ten (10} business days
prior to the day named for such meeting.

4.12 Special Meetings. Special meetings of the board of directors may be
called by the President or any one director on ten {10) business days written notice
to each member of the board of directors, which notice shall state the time, place

and purpose of the meeting.

4.13 Notice of Board Meetings. Whenever practicable, notice of all board

meetings shall be posted by the resident manager or a member of the board in
prominent locations within the Project seventy-two (72) hours prior to the meeting
or simultaneously with notice to the board. If posting is not practicabls, notice of
board meetings shall be given to the owners by the resident manager or the board
at least seventy-two {72) hours prior to the meeting in such manner as the board
deems appropriate under the circumstances.

4.14 Waiver of Notice. Any member of the board of directors may at any
time waive notice of any meeting of the board and such waiver shall be deemed
equivalent to the timely receipt of such notice. Attendance by a member of the
board of directors at any meeting of the board of directors shall constitute a waiver
of notice by him of the time and place thereof. If all the members of the board of
directors are present at any meeting of the board, no notice shall be required, and
any business may be transacted at such meeting.

4.15 Minutes of Meetings. The minutes of meetings of the board of
directors shall include the recordad vote of each member of the board of directors
on all motions except motions voted on in executive session.

4.16 Travel Expenses. Directors shall not expend Association funds for
their travel, directors’ fees, and per diem, unless the owners are informed and a
majority of the unit owners approve of these expenses.

Members of the board may expend Association funds, which shall not
be deemed to be compensation to the directors, to educate and train themselves in
subject areas directly related to their duties and responsibilities as directors;
provided that the approved annual operating budget include these expenses as
separate line items. These expenses may include registration fees, books, videos,
tapes, other educational materials, and economy travel expenses. Except for
economy travel expenses within the State of Hawaii, all other travel expenses
incurred under this subsection 4.16 of these Bylaws shall be subject to the
requirements of subsection 14.186.
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4.17 Decisions of Board of Directors. At all meetings of the board of

directors, a majority of the members thereof shall constitute a quorum of the
transaction of business. The vote or written consent of a majority of directors
present at a meeting at which a quorum of directors is present shall constitute the
decision of the board. if at any meeting of the board there shall be less than a
quorum present, a majority of those present may adjourn the mesting from time to
time. Following such adjournment, at any reconvened meeting at which a quorum
is present, any business which might have been transacted at the meeting
originally called may be transacted without further notice.

4.18 Vacancies. Vacancies in the board of directors caused by any reason
ather than the removal of a member thereof by a vote of the unit owners shall be
filled by a vote of 3 majority of the remaining members at a special meeting of the
board at which a majority of the remaining members are present called for that
purpose promptly after the occurrence of any such vacancy, even though the
members present at such meeting may constitute less than a quorum. Each person
so elacted shall hold office until the next annual meeting of the Association, at
which time a successor director shali be elected by the unit owners. Any
successor director elected by the unit owners in the foregoing manner shall serve
for the remaining unexpired term in respect of which the vacancy occurred.

4.19 Liabii in nity of the Board of Directors and Officers. The

members of the board of directors and the officers of the Association shall not be
liable to the Association or any of the unit owners for any mistake of judgment or
otherwise except for their own gross negligence or willful misconduct. The
Association may, upon request of any director or officer, obtain and maintain, as a
common expense, a policy of directors’ and officers’ liabllity insurance covering the
directors and officers of the Association and shall indemnify each director and
officer of the Association against all costs, expenses and liabilities, including
judgments, amounts paid in compromise settlements and amounts paid for services
of counsel and other related expenses which may be incurred by, or imposed on
him in connection with any claim, action, suit, proceeding, investigation or inquiry
hereafter made, instituted or threatened in which he may be involved as a party or
otherwise by reason of his being of having been such director or officer, or my
reason of any part or future action taken, authorized or approved by him or any
omission to act as such director or officer, whether or not he continuss to be such
director or officer at the time of the incurring or imposition of such costs, axpenses
or liabilities, but not including such costs, expensas or liabilities as shall relate to
matters as to which he shall in such action, suit or proceeding be finally adjudged
to be, or shall be, liable by reason of his gross negligence or willful misconduct
toward the Association in the performance of his duties as such director or officer.
The foregoing right of indemnification shall not be exclusive of other rights which
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any director or officer may have and shall inure to the benefit of the heirs and
personal representatives of each director and officer.

4.20 Fidelity Bonds. A managing agent employed or retained by the board
of directors shall provide evidence of a fidelity bond in an amount not less than the
minimum amount required by law. In addition, the board of directors shall obtain
annually, as a common expense, a fidelity bond or bonds, in an amount not less
than the minimum amount required by law, to cover all officers, directors,
empioyees and managing agents of the Association who handle the Association’s
funds. To the extent reasonably obtainable, the bonds shall: {a) provide that the
bonds may not be canceled or substantially modified (including cancellation for
non-payment of premiums) without at least thirty {30) days prior written notice to
the board and all unit mortgagees and every other person in interest who shall have
in writing requested such notice, and {b) contain a waiver of defense based upon
the exclusion of persons who serve without compensation from any definition of
“employee” or similar expression.

4.21 Inspection By Directors; Copies of Documents. Every director shall

have the absolute right at any reasonable time to inspect all books, records, and

documents of the Association and the physical properties owned or controlled by
the Association. This right of inspection by a director includes the right to make
extracts and copies of documaents,

4.22 Action By Directors Without Meeting. Any action required or

permitted to be taken at any meeting of the directors or of a committee of the
directors may be taken without a meeting if all of the directors or all of the
members of the committee, as the case may be, sign a written consent setting
forth the action taken or to be taken at any time before or after the intended
effective date of such action. Such consent shall be filed with the minutes of the
directors’ meetings or committee meetings as the case may be and shall have the
same effect as a unanimous vote.

ARTICLE V
QOFFICERS

5.1 lection an rm_of Office. The officers of the Association shall be
the President, the Secretary and the Treasurer, all of whom shail be elected by and
from among the board of directors. The board of directors may designate and elect
such other officers as in its judgment may be necessary. The officers of the
Association shall be elected annually by the board of directors and shall hold office
at the pleasure of the board of directors.
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5.2 Restriction on Qualification. An owner shall not act both as an officer

of the Association and as an employee of the managing agent employed by the
Association, if any.

5.3 President. The President shall be the chief executive officer of the
Association, He shall preside at ali meetings of the Association and of the board of
diractors, He shall have all of the general powers and duties which are incident to
the office of President of a corporation organized under the laws of the State of
Hawali, including, but not limited to, the power to appoint committees from among
the unit owners from time to time as he may in his discretion decide to be
appropriate to assist in the conduct of the affairs of the Association. In absence
of, or disability of or refusal to perform the duties of the President, the Secretary
shall perform all of the duties of the President.

5.4 Secretary. The Secretary shall keep the minutes of all mestings of the
Association and of the board of directors. He shall see that all notices are given in
accordance with these Bylaws. He shall have charge of such books and papers of
the Association as the board of directors may direct. He shall, in general, perform
all the duties incident to the office of Secretary of a corporation organized under
the laws of the State of Hawaii. Duties of the Secretary may be delegated to and
performed by the managing agent,

5.5 Treasurer. The Treasurer shall kesp tha financial records and books of
account of the Association showing all receipts and disbursements, and shall be
responsible for the preparstion of all required financial data. He shall be responsible
for the deposit of all moneys and other valuable effects of the Association in such
depositories as shall be designated by the board of directors. He shall, in gensral,
perform all the duties incident to the office of Treasurer of a corporation organized
under the laws of the State of Hawaii. Duties of the Treasurer may be delegated
to and performed by the managing agent or any outside accounting organization.

5.6 Audits.

{a)  The Association shall require an annual sudit of the
Association’s financial accounts and no less than one annuval unannounced
verification of the Association’s cash balance by a public accountant; provided that
if the Association at any tims consists of less than twenty (20} owners, the annual
audit and the annual unannounced cash balance verification may be waived by a
majority vote of all unit owners taken at an Association meeting.

(b}  The board of directors shall make aVaiIabie a copy of the annual
audit to each unit owner at least thirty (30} days prior to the annual meeting which
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follows the end of the fiscal year. The board shall provide upen ali official proxy
forms a box wherein the owner may indicate that the owner wishes to obtain a
copy of the annual audit report. The board shall not be required to submit a copy
of the annual audit report to the owner if the proxy form is not marked. If the
annual audit has not been completed by that date, the board shall make available:

{i) An unaudited year-end financial statement for the fiscal
year to each unit owner at least thirty (30} days prior to the annual meeting; and

{ii) The annual audit to ail owners at the annual meeting, or
as soon as the audit is completed, whichever occurs later.

If the Association’s fiscal year ends less than two manths prior to the
convening of the annual meeting, the year to date unaudited financial statement
may cover the period from the beginning of the Association’s fiscal year to the end
of the month preceding the date on which notice of the annual meeting is mailed,

5.7 Removal of Officers. Upon the affirmative vote of a majority of the
members of the board of directors, any officer may be removed, with or without
cause, and his successor elected at any regular meeting of the board of directors,
or at any special meeting of the board of directors called for such purpose.

5.8 Compensation of Officers. No officer shall receive any compensation
trom the Association for acting as such, but may be reimbursed for actual
expenses incurred in the course of acting as such officer.

5.9 Agreements, Contracts, Deeds, Checks and Other Instruments. All

agreements, contracts certificates, deeds, {eases, checks and other instruments of
the Association, including any amendments to thess Bylaws, shall be signed by the
- President and one other officer of the Association, or such other person or persons
as may be designated by the board of directors, provided that no officer, though he
may hold more than one office, shall sign any instrument in more than one

capacity.

ARTICLE VI
MANAGEMENT

6.1 Management and Operation of the Project. The board of directors

shall at all times manage and operate the Project, including the common elements
of the Project, and shall have the powers and duties necessary or proper therefor,
and may do all acts and things except such as by law, the Declaration or these

Bylaws may not be delegated to the board of directors by the unit owners. Such
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powers and duties of the board of directors shall include, but shall not be limited
to, the following:

{a) Operation, care, upkeep, replacemsent, repair and maintenance
of the common elements and limited common elements as provided in the
Declaration;

(b}  Preparation annually of a budget of the common expenses
required for the affairs of the Association {inciuding, without limitation, the
operation and maintenance of the Project) and determination of the amounts of
monthly and special assessments;

fc) Levy and collection of monthly and special assessments of the
common expenses and other charges payable by the unit owners;

{d)}  Purchasing and maintaining of insurance pursuant to the
Declaration and these Bylaws; ,

{e)  Adoption and amendment of the rules and regulations, and
enforcement of the rules and regulations, applicable provisions of the Declaration,
these Bylaws and the Act;

{f} Opening of bank accounts on behalf of the Association and
designating the signatories required therefor; '

(g}  Rebuilding, repairing and restoring the Project in accordance
with the provisions of the Declaration and these Bylaws after damage or
destruction by fire or other casuality or as a result of eminent domain proceedings;

{h} Procuring legal and accounting services necessary or proper for
the admiristration and operation of the Project or the interpretation, enforcement or
implementation of the Declaration, these Bylaws, and rules and regulations and any
other material documents or decisions affecting the Project; provided that the
board shall not institute any legal or arbitration proceedings against the Developer
without the prior unanimous approval of the unit owners;

{i) Purchasing, leasing or otherwise procuring any other materials,
equipment, supplies, furniture, labor and services, making repairs and structural
alterations, and paying all taxes and assessments and other common expenses
which the board is required to procure, make or pay pursuant to the Declaration,
these Bylaws, or by law or which is its opinion shall be necessary or proper for the
operation of the Project or the enforcement of the Declaration or these Bylaws,
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provided that if any such materials, equipment, supplies, furniture, labor, services,
repairs, structural alternations, insurance, taxes or assessments are required
because of the particular actions or negligence of the owners of a particular unit,
the cost thereof shall be specially assessed to the owners of such unit;

{j Maintenance and repair of any unit if such maintenance or
repair is necessary, in the discretion of the board, to protect the common elements
or any other unit or to maintain the neat and orderly appearance of the Project and
the owner or owners of the unit shall havs failed or refused to perform the
maintenance or repair within a reasonable time after written notice of the necessity
of said maintenance or repair delivered by the board to the owner or owners:
provided that the board shall levy a special assessment against such unit for the
cost of such maintenance or repair and any attorneys’ fees and other expenses
incurred in levying and collecting such special assessment;

(k)  Payment of any amount necessary to discharge any lien or
encumbrance levied against the entire Project or any part thereof which may in the
opinion of the board constitute a lien against the Project or against the common
elements rather than merely against the interest therein of particular owners. if the
acts or omissions of one or more owners shall be the cause of the existence of any
such lien, they shall be jointly and severally liable for the cost of discharging it and
the costs incurred by the board by reason of such lien;

{ Access to each unit from time to time during reasonable hours
as may be necessary for the operation of the Project or for emergency repair of any
unit or the limited common elements appurtenant thereto necessary to prevent
damage to the common elements or to another unit, provided that the costs of
such repair to any unit shail be chargeable to the owners of such unit and the
board shall assess a special assessment on the owners of such unit for the cost of
such repair and any attorneys’ fees and other expenses incurred in levying and
collecting such special assessment;

{m)  Appointing a manager or managing agent or both and delegating
to them or either of them such of its powers as it deems necessary or appropriate,
delegation of which is not otherwise prohibited herein or in the Declaration or by

law;

{(n)  Employment, designation, supervision and dismissal of
personnel necessary for the maintenance, repair, repiacement and restoration of
the common elements;

{o)  Establishment of such penaities and fines and any interest
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thereon as it deems appropriate with respect to enforcement of the provisions of
the Declaration, these Bylaws and the rules and regulations, including penalties and
fines and any interest thereon for failure or refusal to pay to the Association on
demand all costs, expenses, common expenses and assessments (special or
otherwise) required to be paid hereunder; provided such penalties and fines are not
inconsistent with applicable laws or the provisions of these Bylaws.

(p)  Subject to the affirmative vote or written consent of at least
sixty-seven percent (87%} of the unit owners, the board may purchase, lsase or
otherwise acquire any unit in the name of the board of directors on behalf of all

unit owners;

{(q)  Subject to any approval requirements and spending limitations
contained herein or in the Declaration, the board may authorize the borrowing of
money to be used by the Association for the repair, replacement, maintenance,
operation, or administration of the common elements of the Project, or the making
of any additions, alterations and improvements thereto. The cost of such
borrowing, including without limitation, all principal, interest, commitment fees, and
other expenses payable with respect to such borrowing, shall be a common
expense of the Project; provided that unit owners representing fifty percent (50%)
of the common interest and units give written consent to such borrowing, having
been first notified of the purpose and use of the funds;

®) If the board so chooses, conducting {or directing another
responsible party to conduct) a background check on applicants applying for
employment as a security guard or manager or for a position which would allow
such employees access to the keys of or entry into the units or access to
Association funds, provided such employes applicant signs an authorization to
conduct such background check;

(s) Dispose of personalty abandoned in or on the common elements
of the Project in any manner permitted by the Act.

(t} Expending Association funds for necessary travel and per diem
on behalf of the board members, provided that all unit owners are informed in
advance and the expenses are approved by a majority of the unit owners;

(u}  Custody and control of all funds of the Association,
maintenance or full and accurate books of account and records of such funds and
preparation of regular financial reports thereof;

{v]  Delegation of its powers to committees, agents, officers,
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representatives and employses; and
{w) Reviewing, on at least a quarterly basis:

{i) a current reconciliation of the Association’s operating
accounts;

{ii) a current reconciliation of the Association’s reserve
- accounts;

(i}  the current year's actual reserve revenues and expenses
compared to the current year’s budget;

{iv] the latest account statements prapared by the financial
institute(s) whers the Association has its operating and
reserve accounts;

{v) an income and expense statement for the Association’s
operating and reserve accounts; and

{x}  Reviewing, approving and disapproving requests for interior
alterations to units and lanai enclosures as set forth in Section 8(g) of the
Declaration.

Ay) Performing such other functions as shall be provided by the
Declaration or the Act.

{z) Identifying, inspecting and requiring unit owners to comply with
special maintenance or replacement requirements of “high risk items”. See HRS
Section 5614B-138.

6.2 Employment of Managing Agent. The board of directors may (but

shall not be required to} employ a responsibie corporate managing agent duly
registered with the Real Estate Commission of the State of Hawaii, subject at all
times to direction by the board with such powers and duties of the board as shalf
be delegated by the board. The compensation of the resident manager and/or
managing agent shall be specified by the board. Notwithstanding the foregoing,
the Developer shall have the right to select the initial managing agent for the
Project, subject, however, to the provisions of Section 514A-84 of the Act. The
managing agent shall at all times comply with ail of the requirements of the Act,
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The managing agent shall have such powsrs and duties as may be
necessary or proper in connection with {a) supervision of the immediate
management and operation of the Project, (b} maintenance, repair, replacement and
restoration of the common alements and any additions or alteration thereto, (c) the
purchase (or leasing), maintenance and replacement of any equipment, {d)
provisions for service of all utiiities to the common elements and the various units,
(e} employment, supervision and dismissal of a resident manager and such other
personnel as it deems necessary for the maintenance and operation of the Project,
{f} conclusion of contracts with others for the furnishing of such services as it
deems proper for the Project, (g) preparation of a proposed budget and schedule of
assessments (h) collection of all assessments and payment of all bills, {i} purchase
of such insurance and fidelity bonds as is contemplated by these Bylaws, (j)
custody and control of all Association funds, {k) maintenance of books and records
on a cash basis and (I} preparation of financial reports and registration of the
Association with the Hawaii Real Estate Commission. The board of directors may
in its discration limit any of the powers herein granted to the managing agent or
grant additional powers to the managing agent. '

6.3 Renting or Selling of Units By Association Employees. An employee of

the Association shall not engage in renting or selling units in the Project except for
the units owned by the Association.

6.4 Rules and Regulations. The Developer shall initially adopt, and the
board of directors shall thereafter adopt and amend, such rules and regulations as
the Developer or the board of directors, as the case may be, may deem necessary
or desirable governing the details of the operations and use of the condominium
and the common elements and certain details of the use of the units and the
limited common elements as may affect the operation and use of the common
elements, subject to any limitations contained in the Act. Such rules shall be
binding upan the unit owners, and all invitees, guests, employees and tenants of
the unit owners and all occupants of the units, and shall be enforceable by the
resident manager and the managing agent on behalf of the board. Any amendment
of the rules and regulations shall require the prior written approval of the
Developer, as long as Developer or any affiliate of Developer shall own any unit in

the Project.

6.5 Abatement and Enjoinment of Violations By Unit Owners. The

violation of any of the rules and regulations, the breach of any of thess Bylaws or
the breach of any provision of the Declaration shall give the board the rights in
addition to any other rights set forth in these Bylaws:
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(a)  To enter the unit in which, or as to which, such violation or
breach exists and summarily to abate any structure, thing or condition that may
exist therein in violation of the rules and regulations, these Bylaws or the
Declaration, and the board shall not thereby be guilty of any trespass or be or
bacome liable for any damage to the unit or any common elements caused by such
entry, all costs of repairing any such damage being the sole responsibility of the
defaulting owner; provided, however, that notwithstanding the foregoing, the board
shall have such right of entry (by force, if necessary, or otherwise} only in the
instance where such violation or breach threatens an immediate, substantial and
undeniable threat to life, limb or property of any unit owner, member of his family,
tenant, guest or invitee; or

{b) To enjoin, abate or remedy, by appropriate legal proceedings,
the continuance of any such breach, and all costs thereof, inc luding attorneys
fees, shall be paid by the defaulting unit owner on demand.

ARTICLE VI
COMMON EXPENSES

7.1 Common Expenses Defined. Common expenses means and includes

all sums designated in the Declaration or in thess Bylaws as common expenses, afl
sums incurred by or on behalf of the board of directors in the conduct and
management of the affairs of the Association pursuant to the Declaration and these
Bylaws, such amounts as the board of directors deems proper to maintain an
adequate reserve fund for the operation and maintenance of the Project, including,
without limitation, anticipatsd needs for working capital, capital improvements, and
far replacements, repairs and contingencies, and such amounts as the board of
directors deems proper to make up any deficit in the common expense
assessments for any prior year. Without limiting the generality of the foregoing,
common expenses shall include all charges for taxes {except real property taxes
and other such taxes which are or may hereafter be assessed separately on each
unit and the common interest in the common elements appertaining thersto or the
personal property or any other interest of the owner), assessments, insurance
{including fire and other casualty and liability insurance), costs of repair,
reinstatement, rebuilding and replacement of the common elements, costs of yard
and other similar services, wages, accounting and legal fees, management fees and
other necessary expenses of upkeep, maintenance, management and operation
actually incurred on or for the common slements and the cost of all utility services
(including water, electricity, gas, sewar, refuse collection, garbage disposal,
telephone and any similar services) unless (a) billed by the utility company or
provider directly to each owner, (b} separately metered or check metered, or {c) the
cost incurred by the Association can be attributed separately to each individual
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unit, in which case the amounts shall be charged to each unit and shall be payable
to the Association by the owner of such unit. The interast of any unit owner in the
reserves of the Association rmay not {except upon the termination of the
Condominium Property Regime establishad by the Declaration) be withdrawn or
assigned separately, but shall be deemed to be transferred automatically with each
transfer of the unit, whether or not mentioned or described expressly in the
transfer document.

7.2 Method of Determining and Collecting Commgn Expenses. Except as

ctherwise provided in the Declaration or these Bylaws, each unit owner shall be
liable for and pay a share of the common expenses, in proportion to the common
interest appurtenant to his unit. Assessments of common expenses shall be
payable in monthly instailments on the first day of each month, or at such other
times as shall be determined by the board of directors. The Daveloper shall fix the
rate of the assessments of common expenses until such rate shall be redetermined
by the board of directors. The board of directors shall annually fix the rate of
assessments of common expenses and shall notify each unit owner in writing of
the amount of the assessments applicable to such owner's unit not less than thirty
(30) days in advance of the beginning of such annual assessment period. The
board of directors may from time to time during any year increase the assessment
rate or impose a special assessment, provided the board of directors shall notify
each unit owner in writing of such increase or special assessmant not less than
thirty (30) days before the effective date of such increase or assessment. Any
portion of an owner's assessments used or to be used by the Association for
capital improvements or any other capital expenditure shall not be treated as
income to the Association but shall be treated as a capital contribution by the
owners to the Assaciation and shall be credited by the Association upon its books

as paid-in-surplius.

if, at the end of any year, there should be any excess unspent funds
collected by assessments, the same shall be used or applied by the board, in its
sole discretion, (i} to pay common expenses in the following year; or {ii) to be
placed in the replacement reserves.

If the Developer slects to assume the actual common expenses of the
Project as permitted by the Act, then, notwithstanding any other provisions in
these Bylaws to the contrary, the Developer shall have no obligation to pay for any
replacement reserves or any other reserve amounts with respect to or attributable
to the period during which the Developer assumes the actual common expenses of
the Project.

7.3 Payment as Agent. The board will pay or cause to be paid, on behalf
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of the owners, all common expenses. Each owner, as principal, shall be liable for
and pay his share, determined as provided in the Declaration and these Bylaws, of
all common expenses, and the board shall be responsible, as agent for each ownaer,
only to transmit the payments made by the owner to third persons to whom such
payments must be made by the owner. The board may require the managing agent
to assist in its duties hereunder, The board or the managing agent collecting the
common expenses shall not be liable for payment of such common expenses as
principal but only as the agent of alt owners to transmit said payments to third
persons to whom such payments must be made by the owners.

7.4 Budget and Reserves. Subject to the Act and any further regulations
adopted by the Real Estate Commission of the State of Hawaii:

(a) The board of directors shall prepare and adopt an annual
operating budget and distribute it to the unit owners. At a minimum, the budget

shall inciude the following:

{i) The estimated revenues and operating expenses of the
Association;

i) information as to whether the budget has been prepared
on a cash or accrual basis;

(i)  The total replacement reserves of the Association as of
the date of the budget;

{iv) The estimated replacement reserves the Association will
require to maintain the Project based on a reserve study performed by
the Association;

(v} A general explanation of how the estimated replacemant
reserves are computed; and

(vi)  The amount the Association must collect for the fiscal
year to fund the estimated replacement reserves.

(b}  The Assoaciation shall assess the unit owners to fund a
minimum amount of all the estimated replacement reserves as required by law. For
each fiscal year the Assaociation shall collect the full amount required to fund the
estimated replacement reserves for that fiscal year except that a longer period of
time may be permitted to the extant that the Real Estate Commission of the State
of Hawaii shall adopt rules to permit an existing association to fund its estimated
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replacement reserves in increments.

{c}  Tha Association shall compute the estimated replacemant
reserves by a formula which is based on the estimated life and the estimated
capital expenditure or major maintenance required for each part of the Project. The
estimated replacement reserves shall include: ‘

{i} Adjustments for revenues which will be received and
expenditures which will be made before the beginning of the fiscal
year to which the budget reiates; and

{ii}) Separate designated reserves for each part of the Project
for which capital expenditures or major maintenance wili exceed
$10,000. Parts of the Project for which ¢apital expenditures or major
maintenance will not exceed $10,000 may be aggregated in a single
designated reserve.

{d) Neither the Association nor any unit owner, director, officer,
managing agent, or employea of the Association who makes a good faith effort to
calculate the estimated replacement reserves for the Association shall be liable if
the sstimate subsequently proves incorrect.

{e) The board of directors may not exceed its total adopted annual
operating budget by more than twenty percent (20%) during the fiscal year to
which the budget relates, except in emergency situations, Prior to the imposition
or collection of an assessment under this paragraph, the board of directors shail
pass a resolution containing written findings as to the necessity of the
extraordinary expense involved and why the expense was not or couid not have
been reasonably foreseen in the budgeting process, and the resolution shall be
distributed to the members with the notice of assessment.

{f) The requirements of this Section 7.4 shall override any
requirements in the Declaration, these Bylaws, or any of the Association’s other
documents relating to preparation of budgets, calculation of reserve requirements,
assessment and funding of reserves, with the exception of:

i) Any provisions relating to the repair and maintenance of
the Project;

(i) Any provisions relating to upgrading the common
elements, such as additions, improvemsnts, and alterations to the
common elsmants,
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{gl  Subject to the procedures provided in the Act and any rules
adopted by the Real Estate Commission of the State of Hawaii, any unit owner
may enforce the board's compliance with this Section 7.4 in the event the board
fails to so comply. in the event the board has not prepared an annual operating
budget and reserve study as required in this Section 7.4, the board shall have the
burden of proving it has complied with this Section 7.4 in any proceeding to
enforce such compliance. :

{h) As used in this section:

“Capital expenditure” means an expense which results from the
purchase or replacement of an asset whose life is greater than one year, or the
addition of an asset which extends the life of an existing asset for a period greater
than one year.

“Emergency situation” means any extraordinary expenses;
{i} Required by an order of a court.

{ii} Necessary to repair or maintain any part of the
Project for which the Association is responsible where a threat to personal safety
on the Project is discovered.

(i}  Necessary to repair any part of the Project for
which the Association is responsible that could not have been reasonably foreseen
by the board of directors in preparing and distributing the annual operating budget;

(iv)  Necessary to respond to any legal or administrative
proceeding brought against the Association that could not have been reasonably
foreseen by the board in preparing and distributing the annual operating budgset; or

vl Necessary for the Association to obtain adequate
insurance for the property which the Association must insure,

“Major maintenance” means an expenditure for maintenance or
repair that will result in extending the life of an asset for a period greater than one

year.

“Replacement reserves” means funds for the upkeep, repair or
reptacement of those parts of the Project including, but not limited to roofs, walls,
decks, paving and equipment that the Association is obligated to maintain.
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7.5  Defsult in Payment of Asgsessments. Each monthly {or other periodic)

assessment and each special assessment shall be the separate, distinct and
personal debt and obligation, as of the date of assessment, of the owner against
whom the same is assessed and, in the case of a unit owned by more than one
person, shall be the joint and several obligation of such co-owners. Any
assessment not paid within ten (10) days after the due date thereof shall accrue
interest at the rate of twelve percent {12%) per annum from such due date until
paid and shall be subject to the assessment of such late charge or fine as may be
from time to time determined by the board of directors. Ail unpaid amounts of
such assessments {or any other assessments provided for in the Declaration or
these Bylaws) against any unit or unit owner shall constitute a lien on such unit or
such owner's unit prior to all other liens, except only (i} liens for taxes and
assessmants lawfully imposed by governmental authority against such unit {which
by law have priority over the Association's lien), and (ii) liens of any bona fide
mortgage which was recorded prior to the recording of a notice of a lien by the
Association. Such lien for an unpaid assessment may be foreclosed by an action
brought by the Association or by its managing agent on behaif of the Association,
as provided by the Act in like manner as the foreclosure of a mortgage of real
property, provided that ten {10) days prior written notice of intention to foreclose
such lien shall be mailed by registered mail, postage prepaid, to the owner of the
unit to be foreclosed upon. In any such foreclosure, the unit owner shall be
required to pay a reasonable rental for the unit, and the plaintiff in the foreclosure
shall be entitled to the appointment of a receiver to collect the same. Subject to
the approval requiresments of Section 8.1{p) of these Bylaws, the Association or
the managing agent, acting on behalf of the Association, shall be entitled to bid on
such unit at the foreclosure sale and to acquire, hold, lease, mortgage and convey
such unit., Suit to recover a money judgment for unpaid assessments shall be
maintainable without foreclosing or waiving the lien securing such assessmants.

In the event of a defauit or defaults in payment of any such
assessment or assessments, and in addition to any other remedies the board of
directors may have, the board of directars may enforce each such obligation as

follows: :

(a) By suit or suits at law to enforce such assessment
obligation. Each such action must be authorized by a majority of the board at a
regular or special board meeting, and any such suit may be instituted by the board
or the managing agent {if so authorized by the board in writing), on behalf of the
Association. Any judgment rendered in favor of the Association in any such action
shall include reasonable attorneys' fees and costs. Upon full satisfaction of any
such judgment, the board shall authorize any two {2) members thereof or officers
of the Association, acting in the name of the board and the Association, to execute
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and deliver to the judgment debtor an appropriate satisfaction thereof.

(b) At any time after the occurrence of any such default, the
board or the managing agent may give a notice to the defauliting unit owner stating
the date and amount of the delinguency. If the delinquent amount is not paid
within ten (10} days after delivery or mailing of such notice, the board or the
managing agent may record a notice of lien against the unit of such delinquent unit
owner. Any such notice of lien shall be signed and acknowledged by any two {2}
or more members of the board or officers of the Association, the attorney for the
Association, or the managing agent. Irrespective of whether or not such a notice
of lien is recorded, the board shall have all remedies provided in these Bylaws, the
Declaration and the Act on account of the occurrence of any such default. Each
default shall constitute a separate basis for a notice of lien, but a single notice of
lien may be filed with respect to more than one default.

A certificate executed and acknowledged or made under penalty of
perjury by any two {2} members of the board or officers of the Association or the
managing agent shall be conclusive upon the Association and the owners in favor
of any and all persons who rely thereon in good faith as to the matters thersin
contained, and any owner shall be entitled to such a certificate setting forth the
amount of any due and unpaid assessments with respect to his unit (or the fact
that all assessments due are paid if such is the case) within fifteen {15) days after
demand therefor and upon payment of a reasonable fee or service charge, in an
amount fixed from time to time by the board. f any notice of lien is filed as
aforesaid and thereafter the board receives payment in full of the amount claimed
to be due and owing (including accrued interest, late fees and any costs of
enforcement and/or attorneys' fees) then upon demand of the unit owner and
payment of a reasonable fee, the board, acting by any two {2} membaers of the
board or officers of the Association or the managing agent, shall exscute,
acknowledge and deliver to the owner a release of lien, stating the date of the
original notice of lien, the date, the filing data of the notice of lien and that the lien
is fully satisfied, released and discharged.

7.6 Assessment Disputes.

{a) No unit owner shall withhold any assessment claimed by the
Association. Any unit owner who disputes the amount of an assessment may
request a written statement clearly indicating:

(i) The amount of common expenses included in the
assessment, including the due date of each amount claimed;
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{ii} The amount of any penalty, late fee, lien filing fee, and
any other charge included in the assessment;

{iii}  The amount of attorneys’ fees and costs, if any, included
in the assessment;

{iv)  That under Hawaii law, a unit owner has no right to
withhold assessments for any reason;

fv)  That a unit owner has a right to demand mediation or
arbitration to resolve disputes about the amount or validity of an Association's
assessment, provided the unit owner immediately pays the assessment in full
before filing for such mediation or arbitration and thereafter keeps assessments

current; and

{vi)  That payment in full of the assessment does not prevent
the unit owner from contesting the assessment or raceiving a refund of amounts

owed.

Nothing in these Bylaws shall limit the rights of a unit owner to the
protection of all fair debt collection procedures mandated under fedsral and state

law.

{b} A unit owner who pays the Association the full amount claimed
by the Association may file in small claims court or require the Association to
mediate to resolve any disputes concerning the amount or validity of the
Asgsociation’s claim. If the unit owner and the Association are unable to resolve
the dispute through mediation, either party may file for arbitration under Section
10.8 of these Bylaws or part VIl of the Act, whichever is applicable, provided that
a unit owner may only file for arbitration if all amounts claimed by the Association
are paid in full on or before the date of filing. If the unit owner fails to keep all
Association assessments current during the arbitration, the Association may ask
the arbitrator to temporarily suspend the arbitration proceedings. If the unit owner
pays all Association assessments within thirty (30) days of the date of suspension,
the unit owner may ask the arbitrator to recommence the arbitration proceedings.
If the unit owner fails to pay all Association assessments by the end of the 30-day
period, the Association may ask the arbitrator to dismiss the arbitration
proceedings. The unit owner shall be entitled to a refund of any amounts paid to
the Association which are not owed.

7.7 Waiver. The failure of the board to insist in any one or more instances
upan a strict performance of or compliance with any af the covenants of the owner
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hereunder or to exercise any right or option herein contained or to serve any notice
or to institute any action or summary proceeding shall not be construed as a waiver
or a relinquishment for the futurs, of such covenant, option or right, but such
covenant, option or right shall continue and remain in full force and effect. The
receipt by the board of any sum paid by the owner hereundear, with or without
knowledge by the board of the breach of any covenant hereof, shall not be deemed
a waiver of such breach; and no waiver, express or implied, by the board of any
provision hereof shall be deemed to have besen made unless expressed in writing
and signed by the President pursuant to authority contained in a resolution of the
board of directors.

7.8  Liability of Acquirer of Title on Fareclosure For Unpaid Common
Expenses. Where the unit mortgagee of a mortgage of record or other purchaser of
a unit obtains title to the unit as a result of foreclosure on the mortgage, the
acquirer of title, his successors and assigns, shall not be liable for the share of the
comman expenses or assessments by the Association chargeable to the unit which
became due prior to the acquisition of title to the unit by the acquirer. The unpaid
share of common expenses or assessments shall be deemed to be common
expenses collectibie from alf of the unit owners, including the acquirer, his

successors, and assigns.

7.9 Joint and Several Liability of Grantor and Grentee For Unpaid Common

Expenses. In a voluntary conveyance the grantee under a unit deed covering a unit
is jointly and severally liable with the grantor for all unpaid assessments against the
grantor for his share of the common expenses up to the time of the conveyance,
without prejudice to the grantee's right to recover from the grantor the amounts
paid by the grantee therefor. Howaever, any such grantor. or grantes is entitiad to a
statement from the managing agent or board of directors setting forth the amount
of the unpaid assessments against the grantor, and except as to the amount of
subsequently dishonered checks mentioned in such statement as having been
received within the 30-day period immediately preceding the date of such
statement, the grantee is not liable for, nor is the unit conveyed subject to a lien
for, any unpaid assessments against the grantor in excess of the amount tharein

set Torth.

7.10 i f of Common Elements; Abandorment of Unit;
Convevance to Board of Directors. No unit owner may exempt himself from
liability for his contribution towards the common expenses by waiver of the use or
enjoyment of any of the common elements or by abandonment of his unit. Any
unit owner may, by conveying his unit and his common interest to the board of
directors on behalf of alt other unit owners, exempt himself from common
expenses thereafter accruing. '

1dw.05946.3 -30-



7.11 Taxes and Assessments. Each owner of a unit shall be obligated to
have the real property taxes for such unit and its appurtenant interest in the
common elements assessed separately by the proper governmental authority and
to pay the amount of such real property taxes so determined. The foregoing
sentence shall apply to all types of taxes which now are or may hereafter be
assessed separately by law on each unit and the common interest in the common
elements appertaining thereto or the personal property or any other interest of the
owner. Each owner shail execute such documents and take such action as may be
reasonably specified by the board to facilitate dealing with the proper governmental
authority regarding such taxes and assessments. Each owner shall be obligated to
pay to the board his proportionate share of any assessment by the board for any
portion of taxes or assessments, if any, assessed against the entire Project or any
part of the common slements as a whole and not separately, such payment to be
made as directed by the board. If, in the opinion of the board, any taxes or
assessments may be a lien on the entire Project or any part of the common
elements, the board may pay such taxes or assessments as part of the common
expenses. Such assessments by the board are secured by the lien created by
Section 7.5 hereof.

7.12 Utility Expenses. The cost of utility services to any unit which are
separately metered or check metersd, or billed or charged for on a per-unit basis,
shall be payable by the owner of such unit, payable directly to the utility company
if a separate bill is rendered, or otherwise added to his share of common expensaes.
For all utility expenses not separately metered or check metered, or billed or
charged for on a per-unit basis, the board shall allocate a share of such utility
expenses to each unit, based upon the unit's appurtenant undivided percentage
interest in the common elements,

7.13 Collection From Tenant and Rental Agent. If an owner at any time

rents or leases his unit and defaults for a period of thirty {30} days or more in the
payment of the owner’s share of the common expenses, the board may, so long as
such default continues, demand and receive from any renter, lessee or rental agent
who collects rents as agent of the owner (hereinafter in this paragraph referred to
as “obligor”) the rent due or becoming due from such obligor to the owner up to an
amount sufficient to pay all sums due from the owner, including fines, interest and
costs of enforcement if any; and any such payment of such rent to the board by
the obligor shall be a full and sufficient discharge of such obligor as batween such
obligor and the owner to the extent of the amount so paid; but no such demand or
acceptance of rent from any obligor shall be deemed to be a consent to or approval
of any lease by the owner or a release or discharge of any of the obligations of the
owner hereunder remaining unpaid or unperformed or any acknowledgment of
surrender of any rights or duties hereunder. If the board makes any such demand
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upon the obligor, the obiigor shall not have the right to question the right of the
board to make such demand, but shall be obligated to make such payments to the
board as demanded by the board with the effect as aforesaid; provided that the
board may not exercise this right if a receiver has been appointed to take charge of
the premises pending a mortgage foreclosure or if a mortgagee is in possession
pending a mortgage foreclosure,

7.14 Enforcement Against Tenants. In addition (and without limiting) the
rights under Section 7.13 above, the Association and the board shall have all rights
to enforce the Declaration, these Bylaws, the rules and regulations, and all other
legal requirements directly against any tenant or non-paying occupant of any unit,
to the fuil extent permitted by the Act or other applicable law.

7.15 Severance of Utilities. The board shall also have the right to sever or

interrupt utility services to a delinquent unit as provided in the Declaration.

ARTICLE VilI
MAINTENANCE, REPAIR, ALTERATION AND USE

8.1 Maintenance and Repair of Units and Limited Commoan Elements,

Maintenance and repair of units and limited common elements shall be performed
as provided in the Declaration.

8.2 - Maintenance and Repair of Common Elements. Except as otherwise

provided herein or in the Declaration, all maintenance, repairs and replacements of
the common elements shall be made only by or at the direction of the board and be
charged to all the owners as a common expense provided that the costs of
maintenance, repairs replacements necessitated by the negligence, misuse or
neglect of an identified unit owner or costs which the Declaration provided shall be
charged to one or more {but not all) of the owners, shall be charged to each such
unit owner as a special assessment constituting a lien on each such owner's unit in
accordance with Section 7.5 of Article VIi hereof.

8.3 Alterations and Additions to Units and Limited Common Elements.

{a}  Subject to the provisions of the Declaration and the Act, and
except as otherwise provided herein, no owner of a unit shall, without the prior
written approval of the board, make any structural aiterations in or additions to his
unit or make any alterations in {including painting, awnings, windows, lanais,
porches and screens) or additions to the exterior of his unit or to the building
containing the unit or to the common elements.
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(b}  An owner may make non-structural alterations and additions
solely within his unit, or its covered lanai(s) as permitted by the Declaration, and
solely at the owner’s sole cost and expense, provided that such alterations or
additions do not affect any other unit or other common elements or change the
exterior or appearance of the Project, and provided, further, that any building
permit required for such alterations or additions is first duly obtained and filed with
the board and the proposed alteration or addition will not adversely affect the
insurance rating for the unit’s building or the Project’s insurance rating or
premiums.

{c) No unit owner shall, without the prior written approval of the
board, install any wiring for electrical or telephone instatlations, television antenna,
machines or air-conditioning units, or other equipment, fixtures, appliances or
appurtenances whatscever on the exterior of any building of the Project or
protruding through the walls, windows or roofs thereof,

{d) No unit awner shall, without the prior written approval of the
board, make any structural modifications, changes, additions or alterations to his
porch or lanai or add any awnings, sunscreens, louvers, exhaust vents, wind
baffles, or drains. However, this restriction shall not apply to any standard lanai
enclosure systems or other standard lanai improvements {including any standard
sunscreens) which shall have been pre-approved by the Developer or the board.

(o) Owners may not, without the prior written approval of the
board, apply any substance, material or process to the exterior or interior surfaces
of the unit’s windows which may alter the exterior color, appearance or reflectivity
of the windows, Any drapes or other interior window coverings shall not have
reflective surfaces visible through the windows from the exterior.

8.4 Alteration of the Project.

{a) Except as otherwise provided herein or in the Declaration in
connection with certain limited common elements, additions, alterations, repairs or
improvements to the common elements of the Project may be made only by or at
the direction of the board of directors.

{b}  Subject to the provisions of the Declaration and the Act, and
except as otherwise provided herein or in the Declaration in connection with certain
limited common elements, no owner may, without the prior written approval of the
board make any alteration, additions, repair or improvement to his unit which may
affect the cornmon elements, or change the exterior appearance of the Project.
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{e) Except as otherwise provided herein or in the Declaration,
restoration or replacement of the Project or any building or other facility or
construction or structural alteration or addition to any such structure different in
any material regpect from the Condominium Map, shall be undertaken by the
Association or any unit owner only pursuant to an amendment of the Declaration,
duly executed by or pursuant to the affirmative vote or written consent of BixXty-
seven percent (67%] of the unit owners, and in accordance with complete plans
and specifications therefore first approved in writing by the board and promptly
upon completion of such restoration, replacement or construction, the Association
shall duly record such amendment together with a complete set of floor plans
reflecting such alteration certified by a registered architect or professional engineer
to accurately depict the layout, location, unit numbers and dimensions of the units
as built. Notwithstanding any provision in the Declaration or these Bylaws to the
contrary, but expressly subject to the provisions of Section 8.3 above and Section
8.6 below, any altsrations or additions solsly within a unit shall require the written
consent thereto, and the written approval of the unit owner’s plans therefor, by the
holders of liens affecting such unit {if the lien holders require such approval) and
any other unit owner thereby directly affected, and such alterations or additions
may be undertaken by recording an amendment to ths Declaration and
Condominium Map; provided, however, that upon obtaining such consents as are
necessary, such amendment shall be executed and recorded by the board without
the further consent or approval of any other unit owner, and all costs and expenses
of drafting and recording such amendment shall be borne by the owner of the
altersd unit or limited common element.

8.5 Exemptions For Persong With Disabilities. Notwithstanding anything

to the contrary contained in these Bylaws, the Declaration or the rules and
regulations, owners with disabilities shall be permitted to make reasonable
modifications to their units and/or common elements, at their expense {including
the cost of obtaining any bonds required by the Declaration, these Bylaws or the
Actj, if such modifications are necessary to enable them to use and enjoy their
units and/or the common elements, as the case may be, provided that any owner
with a disabifity desiring to make such modifications shall make such request, in
writing, to the board of directors. That request shall set forth, with specificity and
in detail, the nature of the request and the reason that the requesting party needs
to make such modifications. The board of directors shall not unreasonably
withhold or delay their consent to such request, and any such request shall be
deemed to be granted if not denied in writing, within forty-five {45) days of the
board’s receipt thereof, or within forty-five (45) days of the hoard’s receipt of
additional information reasonably required in order to consider such raquest,
whichever shall last oceur and the approval of the Developer’s architect shall be
required as provided in the Declaration. Nothing contained in this Section 8.5 shall
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exempt an cwner from making all amendments to these Bylaws, the Declaration or
the Condominium Map necessitated by any changes permitted under this section.

8.6 Certain Work Prohibited. Anything herein to the contrary
notwithstanding, no unit owner shall de any work which could jeopardize the
soundness or safety of the Project, reduce the value thereof, impair any easement
or hereditament, nor may any unit owner add any material structure or excavate
any basement or cellar without in every such case the consent of seventy-five
percent {75%) of the unit owners being first obtained, together with the consent of
all unit owners whose units or limited common elements appurtenant thereto are
directly affected; provided that nonmaterial structural additions to the common
elements (as defined in Section 514A-89 of the Act), or additions to or alterations
of a unit made within such unit or within a limited common element appurtenant to
and for the exclusive use of the unit, shall require approval only by the board of
directors and such percentage, number, or group of unit owners as may be required
by the Declaration or these Bylaws, and by the Developer's architect as required by

the Declaration.

8.7 Uss.

{a) Each unit in the Project shall be used only for the pufposes set
forth in the Declaration,

{b} Al common elements of the Project shall be used only for their
respective purposes as designed and as set forth in the Declaration, subject to:

(i) The right of the board to the extent permitted by the Act
to change the use of the common elements (but not the limited common elements);

{ii) The right of the board, on behalf of the Association, to
the extent permitted by the Act to lease or otherwise use for the benefit of the
Association those common elements which are not actually used by any of the unit
owners for an originally intended special purpose;

(i) The right of the board to lease or otherwise use for the
benefit of the Association those common elements not falling within paragraph (ii)
above, upon obtaining such approvals as may be required by the Act.

{c)  No unit owner shall make or permit to be made any noise by
himself or his tenants, employers, guests, or invitees, which will unreasonably
annoy or interfere with the rights, comfort or convenience of other owners or
occupants of the Project.
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{d}  Every unit owner and occupant shali at all times kesp his unit
and the limited common elements appurtenant thereto in a strictly clean and
sanitary condition and observe and perform ell laws, ordinances, rules and
regulations now or hereafter made by any governmental authority or the
Association for the time being applicable to the use of the Project.

{e) Every unit owner and occupant shall comply strictly with the
Declaration, these Bylaws, and the rules and regulations.

ARTICLE IX
MORTGAGES

8.1  Notice to Unit Mortgagees. All notices permitted or required to be

given to a unit owner pursuant to these Bylaws shall also be given to the unit
mortgagees of such unit owner if such unit mortgagees have delivered to the board
of directors written request for such notices.

9.2 Notice to Board of Directors. An owner who mortgages his interest in

a unit shalt notify the board of directors of the name and address of his mortgagee
and within ten {10} days after the recordation of the same shall provide the board
of directors with the recording document number of the mortgage. The board of
directors shall maintain such information in a book entitied “Mortgages of Units”.

9.3 Mortgage Protection. Notwithstanding any provisions to the contrary
contained herein:

{a) All taxes, assessments and charges which may become liens
prior to a first mortgage of record on a unit in the Project under the laws of the
State of Hawaii shall relate only to the individual units and not to the Project as a
whole.

(b}  The Declaration and these Bylaws shall not give a unit owner or
any other party priority over any rights of mortgagees of units pursuant to their
mortgages in the case of a distribution to unit owners of insurance proceeds or

condemnation awards.

{e)  No amendment to this Section 9.3 shall affect the rights of any
unit mortgagee whose mortgage is recorded prior to the recordation of such
amsndment and who does not consent therato.

~{d}  Any holder or insurer of a duly filed first mortgage of a unit or
any interest therein whose interest appears in the record of ownership of (or who
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has otherwise delivered a written request to} the Association shall be entitled to:

{i} Prior written notice of any proposed amendment to the
Declaration or these Bylaws;

{ii} Prior written notice of any proposed termination of the
Project;

liii}  Timely written notice of any actual or threatened
condemnation or eminent domain proceeding affecting the Project or any portion
thereof;

{iv)  Written notice of any default of any unit owner which is
not cured within sixty {60} days;

(v}  Wiritten notice of any significant damage or destruction to
the common slements or to a unit covered by the first mortgage held or insured by
such party;

{vi} A copy of all pleadings filed in any lawsuit, administrative
proceeding, or other action affecting the Project or any portion thereof, at such
party’s expense for reproduction costs and at such party's specific written request;

{vii}  Prior written notice of any proposa!l to subdivida,
encumber, sell or transfer the common glements or any part thereof; provided,
however, that the granting of easements for public or private utilities or for the
public purposes consistent with the intended use of the common elements of the
Project and the relocation of any easements appurtenant to the Project over othar
lands pursuant to the exercise of any right to relocate such easements by the
owner of such other lands shall not be deemed a transfer within the meaning of

this clause.

9.4 Release of Information. The board may provide any information

available to it pertaining to a unit or the Project to the first mortgagee of such unit
and such mortgagee may provide any information to the board regarding the
mortgagor, the mortgagor’s loan and the status of such loan.

9.5 Notification. The board shall give notification in writing to all holders
of first mortgages on units as shown in the Association’s record of ownership or of
which the board has been given written notice, of any loss, or taking of, the
common elements of the Project if such loss or taking exceeds TEN THOUSAND
DOLLARS {$10,000.00). The board shall give notification in writing to the holder

tohw 959463 -37-



of a first mortgage on any unit as shown in the Association’s record of ownership
or of which the board has been given written notice, of any loss, or taking of, such
unit if such loss or taking exceeds ONE THOUSAND DOLLARS ($1 .000.00),

ARTICLE X

GENERAL PROVISIONS

10.1 RBight of Access. The managing agent and any other person
authorized by the board {or, in case of an emergency, authorized by any unit
owner) shall have a right of access to any owner's unit for the purpose of making
inspections or correcting any condition existing in a unit and threatening another
unit or the common elements, or for the purpose of performing instaifations,
alterations or repairs to the mechanical or slectrical services or other common
elements in & unit or elsewhere in the Project, provided that requests for entry shall
be made in advance and any such entry shall be at a time reasonably convenient to
the owner; provided further, however, that in case of an emeargency, no prior
request for entry need be made and such right to enter shall be deemed granted
and effective immediately, whether the owner is present at the time or not. If the
unit owner has elected not to provide keys to the unit to the managing agent or
resident manager and a forced entry is reasonably required in the event of an
emergency, the unit owner shall be solely liable for all costs and expenses arising in
connection with such forced entry, including all costs of replacing or repairing any
part of the unit or the common elements damaged by or in connection with the

forced entry.
10.2 Amendment.

(a) Required Percent. Except as to those amendments requiring the
prior written approval of all of the eligible mortgage holders as hereinafter provided,
these Bylaws may be amended in any respect consistent with law or the
Declaration by affirmative vote of sixty-seven percent (67%) of all unit owners at
any meeting of the Association duly called for such purpose or by written consent
of sixty-seven percent (67%) of all unit owners, and shall be effective only upon
the recording in the Bureau of Conveyances of an instrument setting forth such
amendment duly executed by the authorized officers of the Association; provided
that each one of the particulars set forth in the Act shall be embodied in thase
Bylaws always. Any proposed amendment to these Bylaws with the rationaie for
such proposal may be submitted by the board or by a volunteer unit owners'
committee. f submitted by a volunteer unit owners' committee, any proposed
amendment to these Bylaws with the rationale for the proposal shall be
accompanied by a petition signed by not less than twenty-five percent {25%) of
the unit owners whose names appear on the Association's list of members as
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provided in Section 10.9 of these Bylaws. The proposed amendments to these
Bylaws, the rationals, and the ballots for voting on such amendments shall be
mailed by the board to the unit owners at the common expense of the Association
for vote or written consent without change within thirty {30) days of the receipt of
the petition by the board. The vote or written consent required to adopt the
proposed amendments to these Bylaws shall be sixty-seven (67%) of all unit
owners; provided that the vote or written consent must be obtained within one
hundred twenty {120) days after mailing. In the event that the proposed
amendments to these Bylaws are duly adopted, then the board shall cause the
amendments to these Bylaws to be recorded in the Bureau of Conveyances, The
volunteer unit owners' committee shall be preciuded from submitting a petition for
proposed amendments to these Bylaws which are substantially similar to those
which have been previously mailed to the unit owners within three hundred sixty-
tive {365) days after the original petition was submitted to the board. This Section
10.2{a) shall not preclude any unit owner or voluntary unit owners' committee
from proposing any amendment to these Bylaws at any annual meeting of the
Association.

(b)  Restatement of Bylaws. Any other provision of these Bylaws

notwithstanding, the board, upon resolution duly adopted, shall have the authority
as set forth in the Act to restate these Bylaws from time to time to set forth any
prior amendments hereto or to incorporate any provision mandated by Hawaii taw
or any amendments thereto. '

10.3 Condominium Documents For Board Members. The Association, at its

own expense, shall provide all board members with a current copy of the
Declaration, Bylaws, rules and regulations, and annually, a copy of the Act with

amendments.

10.4 Meeting Minutes; Financial Statements; Examination.

{a) Minutes of meetings of the board of directors and Association
shall be approved at the next succeeding meeting; provided that for board of
directors meetings, no later than the second succeeding meeting.

(b)  Minutes of all meetings shall be available within seven {7)
calendar days after approval and unapproved final drafts of the minutes of a
meeting shall be available within sixty {80} days after the meeting; provided that
the minutes of any executive session may be withheld if their publication would
defeat the lawful purpose of the executive session.
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{c) The Association's most current financial statement and minutes
of the board of directors' meetings, once approved, shall be available to any owner
at no cost on twenty-four {24) hour loan, at a convenient location designated by
the board of directors.

{d}  Minutes of meetings of the board of directors and the
Association for the current and prior year shall be available for examination by unit
owners and unit mortgagees at convenient hours at a place designated by the
board of directors. Minutes of meetings shall include the recorded vote of each
board member on all motions except motions voted on in executive session.
Copies of the minutes of the meetings of the board and the Association shall be
provided to any unit owner upon such owner's request provided that such owner
pay a reasonable fee for duplication, postage, stationery and other administrative
costs associated with handling the request.

(e) Financial statements, general ledgers, the accounts receivable
ledger, accounts payabls ledgers, chaeck ledgers, insurance policies, contracts and
invoices of the Association for the current and prior year and delinquencies of
ninety {80) days or more shall be available for examination by the unit owners at
canvenient times at a place designated by the board; provided that:

{i} The board may require the unit owners to furnish to the
Association a duly executed and acknowledged affidavit stating that the
information is requested in good faith for the protection of the interest of the
Association or its members or both; and

{i).  The unit owners pay for administrative costs in excess of
eight {8) hours per year,

Copies of these items shall be provided to any unit owner upon such owner's
request, provided that such owner pay a reasonable fee for duplicating, postage
and stationery and other administrative costs associated with the handling of the

raguest.

{f} The unit owners shall also be permitted to view proxies, tally
sheets, ballots, unit owners' check-in lists and the certificates of election for a
period of thirty (30} days following any meeting of the Association; provided that:

fi) The board may require the unit owners to furnish to the
Association a duly executed and acknowledged affidavit stating that the
information is requested in good faith for the protection of the interest of the
Association or its members or both; and
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(i) The unit owners pay for administrative costs in excess of
eight (8) hours per year. Proxies and ballots may be destroyed following the 30-
day period. Copies of tally sheets, unit owners' check-in lists and the certificates
of election from the most recent meeting of the Association shall be provided to
any unit owner pay a reasonable fee for duplicating, postags, stationery and other
administrative costs associated with handling such request.

(g)  Owners may file a written request with the board to examine
other documents. The board shall give written authorization or written refusal with
an explanation of the refusal within thirty (30) calendar days of receipt of the
request.

10.6 Availability of Project Documents. An accurate copy of the

Declaration, these Bylaws, the rules and regulations, a sample original unit deed, all
public reports and any amendments thereto, shall be kept at the managing agent's
office. The managing agent shall provide copies of those documents to owners,
prospective purchasers and their prospective agents during normal business hours,
upon payment to the managing agent of a reasonable charge to defray any
administrative or duplicating costs. In the event that the Project is not managed by
a managing agent, the foregoing requirements shall be undertaken by a person or
entity, if any, employed by the Association, to whom this function is delegated.

10.6 Records; Examination: Disposal.

{a)  The managing agent or board of dircctors shall keep detailed,
accurate recards in chronological order, of the receipts and expenditures affecting
the common elements, specifying and itemizing the maintenance and repair
expenses of the common elements and any other expenses incurred. The
managing agent or board of directors shall also keep monthly statements indicating
the total current delinquent doltar amount of any unpaid assessments for common

expenses.

(b)  All records and the vouchers authorizing the payments and
statements shall be kept and maintained at the address of the Project or the office
of the managing agent, or slsewhere within the State of Hawaii as determined by
the board of directors and shall be available for inspection by ths directors,
officers, unit owners and unit mortgagees.

{c}  Any managing agent employed or retained by the Association
may dispose of the records of the Association which are more than five {5) years
old without liability if the managing agent first provides the board of directors with
written notice of the managing agent's intent to dispose of the records if not
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retrieved by the board within sixty (80} days, which notice shall include an
itemized list of the records which the managing agent intends to dispose of.

No person shall knowingly make any false certificate, entry, or
memorandum upon any of the books or records of the managing agent or the
Association. No person shall knowingly alter, destroy, mutilate, or conceal any
bocks or records.

10.7 Animals.

{a) Bestriction on Pets. No livestock, poultry, rabbits or other
animals whatsoever shall be allowed or kept in any part of the Project, except that
dogs, cats and other household pets, limited to a tota! of two {2} in number per
unit may be kept in each unit, but shall not be kept, bred or usad therein for any
commercial purpose, provided that a reasonable number of non-poultry-type indoor
birds (such as canaries, parakeets, cockatoos, and parrots] may be kept indoors {no
exterior cages allowed) in addition to the two (2) household pets as referenced
above. The foregoing restriction on the number of pets per unit shall not apply to
fish and other aquarium animals. In no case shall any animal prohibited by the Act
or any other applicable law be aliowed anywhere on the Project. Except as
otherwise provided in Section 10.7(b} below, no pets shall be allowed on the
common areas except in transit and when carried or on a short leash; provided,
however, that pets may be aliowed in the yard area of each unit, but shall not be
allowed to roam cutside of this area. No owner or occupant shall permit his pet(s)
~ to produce or cause any waste or unsanitary material or condition anywhere on the

common elements, yard area or other limited common elements {including in any
areas reserved for the exclusive use of any other units), and any such waste or
unsanitary material or condition shali be immediately removed and disposed of or
remedied by such owner or occupant (including any such wasts or unsenitary
material or condition in the yard area surrounding each unit). It is intended that no
pet shall be a disturbance to any other owner or occupant, and any such
disturbance (including but not limited to excessive barking by dogs} will not be
tolerated. Any pet which, in the sole judgment of the board, causes a nuisance,
unreasonable disturbance or threat to the heaith or safety of any owner, occupant
or guest may be ejected from the Project on the demand of the managing agent or
resident manager; provided, however, that upon assessment of the severity of the
nuisance, disturbance or threat caused by such pet, the board, in its sole discretion
_ may give the pet's owner an opportunity to ramedy the situation short of
ejectment.

(b}  Guide Dogs. Trained guide dogs or other trained animals upon
which disabled owners or occupants depend for assistance shall be permittsd to be
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kept by such owners or occupants in their units and vard area and shall be allowed
to walk throughout the common areas while on a lsash, provided that such animals
shall at all times be accompanied by their owners whils present upon the common
areas. If such a guide dog or other animal causes a nuisance or unreasonable
disturbance or poses a threat to the hsalth or safety of any owner, occupant or
guest, the owner thersof will be given an opportunity to rectify the problem by
measures which fall short of ejectment of the animal from the condominium.
Ejectment will be réquired only if the board reasonably determines that less drastic
aiternatives have been unsuccessful. If such an animal is sjected, it will
nonetheless be allowed to remain at the Project for a reasonable period of time
while the owner thereof attempts to find a suitable replacement animal, provided
that the problem is controlled to a sufficient degree that the continued presence of
the animal during that time does not constitute an unreasonable imposition upon, or
threat to the safety or health of, other owners, occupants or guests.

(¢}  Indemnifications. In no event shall the board, the Association,
the managing agent or resident manager be or be deemed to be liable for any loss,
damage or injury to persons or property caused by or arising in connection with any
owner’'s or occupant’s or guest’s pet, guide dog or other animal. By acquiring an
interest in a unit, each occupant agrees to indemnify, defend and hold harmless the
board, the Association, the managing agent and the resident manager against any
claim or action at law or in equity arising out of or in any way relating to such
owner's or occupant’s or guest’s pet, guide dog or other animal.

{d}  BRemedies. The board shall have a!l available remedies for
violations as provided in these Bylaws or under applicable law, including but not
limited to the right to levy fines.

10.8 iation itrati Disputes Concerning the Act, the Declaration
hese Byl r Rul n lations. If a dispute arises concerning or

involving one or more unit owners and the Assoaciation, the board, and managing
agent of the other unit owners relating to the interpretation, application or
enforcement of the Act or the Declaration, these Bylaws or the rules and
regulations, the parties involved in such dispute shall first try in good faith to settle
the dispute by mediation under the rules of Dispute Prevention & Resolution, Inc.
before resorting to arbitration. Thereafter, at the request of any party, any
remaining unresolved controversy, shall be submitted to arbitration as provided by
the Act. Nothing in this paragraph shail be interpreted to require the arbitration of
any dispute which is aither exempt from arbitration pursuant to the Act or
determined to be unsuitable for arbitration pursuant to the Act. In the evant of any
conflict or inconsistency between this section and the Dectlaration, the Declaration

shall control.
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10.9 Membership List, The resident manager ar managing agent or board
of directors shall keep an accurate and current list of members of the Association
and their current addresses, the names and addresses of the vendees of any unijt
under an agreement of sale, if any, and the names and addresses of unit
mortgagees, if any. The list shall be maintained at a place designated by the board
of directors, and a copy shall be available, at cost, to any unit owner, provided the
unit owner furnishes to the resident manager or managing agent or board of
directors a duly executed and acknowledged affidavit stating that the list {a) will be
used by such owner personally and only for the purpose of soliciting votes or
proxies or providing information to other owners with respect to Association
matters and {b} shall not be used by such owner or furnished to anyone else for
any other purpose.

Each owner shall promptly record the unit deed or other conveyance
to him or his unit, and any mortgage of his interest in his unit, and file with the
board of directors, through the managing agent, a copy of the unit deed or other
conveyance document, together with a copy of the Land Court certificate of title
for the unit, showing title vested in the owner. Each vendor of a unit under an
agreement of sale shall promptly record the agreement of sale and file a copy of
such document with the board of directors. Each unit owner, vandor, vendee and
unit mortgagee shall promptly notify the board of directors of any changes in his or

its address.

10.10 Qwners May Incorporate. All of the rights, powers, obligations and

duties of the Association imposed hersunder may be exercised and snforced by a
non-prafit membership corporation, formed under the laws of the State of Hawaii
for the purposes herein set forth by the Association. The corporation shali be
formed upon the written approval of all unit owners. The formation of the
corporation shall in no way alter the terms, covenants and conditions set forth
herein and these Bylaws shall be adopted by the corporation as the bylaws thereof.
The articles of the corporation shail be subordinated hereto and controlled hereby.
Any action taken by the corporation which is in viclation of any or ali of the terms,
covenants or conditions contained hersin, shall be void and of no sffact,

10.17 Notices. All notices to the Association shall be either maited or
delivered to the members of the board of directors at their respective addresses as
shown on the membership list, or to such other address as the board of directors
may designate by notice to all owners and all unit martgagees. All notices to any
owner shall be either mailed or delivered to him at his address as shown on the
membership list. All notices to unit mortgagees shall be mailed to their respective
addresses as shown on the membership list, or to such other addresses as
designated by them by notice to the board of directors. All notices shall be in
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writing and service of such notice shall be deemed complete upon the earlier of the
date of actual delivery or, if mailed, the third day after the date of maiting, except
notices of addresses and changes of addresses, which shall be deemed to have
been given when recelved,

10.12 Captions. The captions of these Bylaws are inserted only as a matter
of convenience and shall in no way define, limit or prescribe the scope of these
Bylaws or the intent of any provision hereof.

10.13 Pronouns. All pronouns used in these Bylaws include the mals,
female, and neuter genders and include the singular and plural numbers, as the

case may be.

10.14 |nterpretation. The provisions of these Bylaws shall be liberally
construed to effectuate the purposs of creating a uniform condeminium project
whereby the owners of units shall carry out and pay for the operation and
maintenance of the Project as a mutually bensficial and efficient establishment.

10.15 Severability. The provisions of these Bylaws shall be deemed
independent and severable, and the invalidity or unenforceability of any one
provision shall not affect the validity or enforceability of any other provision.

10.16 Changes in Law. In the event any change in the Act shall resuit in a

conflict or inconsistency between the provisions of these Bylaws and the Act, the
provisions of the Act shall prevail.
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IN WITNESS WHEREOF, the Developer has executed this instrument this

day of

. 20 6l

SIGNATURE DEVELOPMENT OF HAWAII, LLC

__&iéu:?" g lp;s’?ft_«-gguﬁ

Us: A onde—

“Developer”
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STATE OF HAWAII )

COUNTY OF MAUI }

On this ow')c!ay of ﬁw » 200l , before me personally
appeared  ROBGRT E. LESTIROW " . to me personally known, who, being by
me duly sworn or affirmed, 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.

VNI

Notary Public, State of Hawaii
Printed Name: Shan, Unguo

My Commission Expires: v-&-07

END OF EXHIBIT I
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EXHIBIT K

HOKULAN! GOLF VILLAS

RULES AND REGULATIONS

These Rules and Regulations supplement but do not change the obligations
of the owners of apartments in Hokulani Golf Villas project (the “Project”), and all
occupants, tenants and guests thereof, as set forth in the Declaration of
Candominium Property Regime of the Project (the “Declaration”) and the Bylaws of
the Association of Apartment Owners of the Project (the “Bylaws”). In the event
of any inconsistency, the Declaration and the Bylaws, as the case may be, will
prevail.

The primary purpose of these Rules and Regulations is to protect all
apartment ovwners and other OCcupants, tenants and guests from annoyance and
nuisance caused by improper use of the Project; and also to protect the reputation
and desirability of the Project by providing for the maximum enjoyment, comfort
and security thereof or therein.

The Board of Directors (the “Board”) of the Hokulani Golf Villas Association
of Apartment Owners (the “Association”) shall be responsible for enforcing these
Rules and Regulations but such responsibility may be delegated to a managing
agent {the "Managing Agent”) by the Board. All apartment owners and other
occupants, tenants and guests shall be bound by these Rules and Regulations and
by standards of reasonable conduct whether covered by these Rules and
Regulations or not.

The Board shall make such other rules and regulations from time to time or
amend the following Rules and Regulations as it deems necessary or desirable.

A. Us

1. Use of Apartments. The apartments shall be occupied and used by
the respective owners thereof, their tenants and such owners’ and their tenants’
families and guests only for the purposes permitted under the Declaration and the
Bylaws and in compliance with the restrictions contained in the respective
apartment deeds.

B. TEMPORARY OCCUPANCY.

1. Use by Owners, Tenants and Guests. Subject to the terms of the
Declaration, Bylaws and such owner’s apartment deed, an apartment owner may
lease or rent his apartment or make it available to friends, but the person or
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persons leasing, renting or living in the apartment shall abide by the Declaration,
Bylaws, and these Rules and Regulations, and the apartment owner shall assume
responsibility for the OCcupants’ conduct.

2. In no case shali any animal prohibited by any applicable law {including
the Condominium Property Act) be aliowed anywhere on the Project.

3. Except as otherwise provided herein, no Pets shail be allowed on the
leashes and at all times under the complete control of a capable person may be

exercised or walked on the common elements. Ng owner or occupant shaij permit
his pet(s} to produce or cause any waste or unsanitary material or condition
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provided that such animals shall at a|) times he accompanied by their owners while
present upon the common elements. If such a guide dog, signai dog or other

Occupants or guests.

6. In no event shall the Board, the Association, the Managing Agent or
resident manager (if any} be or he deemed to be liable for any loss, damage or
injury to persons or Property caused by or arising in connection with any owner’s
Occupant’s or guest’s pets, guide dog, signal dog or other animai. By acquiring an
interest in an apartment in the Project, each OwWner agrees to indemnify, defend and
manager {if any) against any clai
any way relating to such owner’s, occupant’s or guest’s pets, guide dog, signal
dog or other animal.

D. COMMON AREAS AND ENTRANCES.

1. Obstructions Uses. The sidewalks, passages, Stairways, walkways
and corridors must not be obstructed or used for any purpose other than ingress
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and egress.

2. Laundry, Tools, Ftc. Textile items, including towels, bedding, bathing

apparel and clothing, brooms, Mops, yard tools, rubbigh containers, cartons, etc.,

3. Throwing Objects From Building. Nothing shall be thrown or permitted
to be thrown from windows, etc., including specifically, but without limitation,
cigarettes, matches, and fireworks of any kind.

4, Entrances. Nothing shall be allowed to remain in view at front

footwear, etc., as determined by the Board. Freestanding shelves or other
containers for footwear may be kept at the entrance, but must be removed or
modified by the apartment ewner at the request of the Board.

5. Trash Disposal. Garbage, rubbish and other trash shall be disposed of
only in receptacles and inside the garage of each unit (except on collection days).
Trash containing food shall be securely wrapped before being placed in a

8. Barbecuing. Outdoor cooking shall be subject to regulation by the
Board, and shall be conducted so as not to be offensive to any neighbor, Use of

7. Aesthetics. No unsightliness within the public view is permitted
within the Project. For thjs purpose, “unsightliness” includes but is not limited to
the following: laundry on lines or reels; litter or trash containers except as specially

barrels, etc., stored or stowed in or on walks, etc.: or unshaded or improperly
shaded lights that create objectionable glare,

8. Supplies or Other Goods. No garbage cans, household or commercial
supplies, excess items, or similar articles shalf be placed outside any apartment
area or in a place where they can be seen from outside any apartment, except on
collection day.
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10. Street Trees and Other Landsca ing. No owner, tenant or guest shall
disturb, cut, trim, damage or femove any of the trees located in the landscaped
areas adjacent to roadways or parking areas, nor harm, remove, disturb or damage
in any way any other plants, shrubs, groundcover or other elements of landscaping

Board, except that the Developer shall have the right to erect signs, including,
without limitation, real estate signs, in connection with the Developer's sales
activities. Aiso, apartment owners May have one standard broker's sign, six (6)

E. PARKING AREAS.

1. Parking. Each Owner and his tenants, invitees and guests shall park
their vehicles, including, without limitation, golf carts, only in their garage or in the
paved driveway area in front of such owner’s garage (if such paved driveway areg

roadway or the sidewalk, jf any, adjacent to such roadway and without Obstructing
any other owner’s ingress and egress to such owner’s apartment, including,
without limitation, such owner’s garage); provided, however, that a maximum of

tdw 86062 -5-



two {2) vehicles may be parked on a driveway outside of the garage. Boats shall
be parked or stored only in garages and must fit completely within the garage.
|

Guest parking throughout the Project may be used only by guests and
only for short-term parking.

2. Method of Parking. Vehicles shall be centered in parking stalls so as
to prevent crowding of adjacent stalls and/or blocking of passages.

3. Violations. Violators of parking regulations shalf have their vehicles
towed away at their own risk and expense. If the violator is a tenant, invitee or
guest of any owner, the owner shall be responsible for payment of the towing

4. Current Vehicle Registration; Operable Condition; Repairs. Stored
vehicles and vehicles which are either obviously inoperable or do not have current
vehicle registration shall not be permitted in the Project. For purposes of this
section, a vehicle shall be considered “stored” if it is put up on blocks or covered
with a tarpaulin and remains on blocks or so covered for fourteen (14) consecutive
days without prior approval of the Board. Extensive repairs of a vehicle, boat or
other equipment shall not be permitted in the Project.

5. Speeding. Vehicles shall not be driven at speeds in excess of five (5)
miles per hour on any roadway or in the parking areas of the Project. Drivers are
expected 1o observe traffic and directional signals for the safety of all.

6. Garages. Garages will be used only for the parking of vehicles and/or
boats and for the storage of lawn and garden maintenance equipment.

7. Other Use Prohibited. The parking areas {other than the garages) shall
not be used for recreational Or storage purposes. Bicycles, tricycles, skateboards
and the like shall not be ridden thereon. Trailers or abandoned vehicles of any type
shall not be parked or stored in the parking areas.

8. Washing Vehicles. Eic. Each owner and his tenants shall wash, clean
and polish vehicles only in the paved driveway area in front of such owner's
garage. Owners and tenants washing, cleaning or polishing vehicles shal clean the
area thoroughly before leaving. Owners and tenants shall use reasonable measuresg
to conserve water when washing their vehicles.

g9, Responsibility For Damage. Damage to vehicles and other objects or
to the common elements shall be the responsibility of the person causing the
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damage.

F. RECREATION CENTER - GENERAL.

1. Use By Owners, Tenants, Family Members and Guests: Assumption of
Risk. Use of the Recreation Center located within the Project, including but not
limited to the Barbecue Area, the lanais, the Pavilion, the restrooms (the
“Restrooms”}, the swimming pool (the “Swimming Pool”), and the spa (the “Spa”)
and other areas is limited to owners, their tenants and such owners’ and their
tenant’s families and guests. Any owner or such owner’s tenant must accompany
their respective guests while in any part of the Recreation Center. Owners, their
tenants and such owners’ and their tenants’ families and guests use the Recreation
Center at their own risk.

2. Furnishings and Equipment. Only approved furnishings and equipment
are allowed within the Recreation Center. No furnishings or equipment located
within the Recreation Center shall be removed from the Recreation Center or
tampered with in any manner. Specifically and without limiting the generality of
the foregoing, no user of the Recreation Center shall interfere in any manner with
any portion of the Swimming Pool and Spa equipment, or lighting apparatus, or
electrical and plumbing devices in or about the Recreation Center.

3. Personal Belongings. No personal belongings shall be left within the
Recreation Center by any user thereof.

4, Audio Devices. Audio devices such as radios, Hi-Fi's, etc, may be
used in the Recreation Center only if earphones are used in connection with such
devices.

5. Violation of Recreation Center Ruies and Regqulations. In addition to
any other rights that the Board, the Managing Agent or the resident manager {if
any) may have, the Board, the Managing Agent and the resident manager (if any),
shall have the right to ask anyone violating these Rules and Regulations relating to
the Recreation Center to leave the Recreation Center.

G. RECREATION CENTER - L ANAL, PAVILION AND BARBECUE AREA.

1. Hours. The Lanai, Pavilion and Barbecue Area may be reserved and
used during the hours of 8:00 a.m. and 8:00 p.m. daily; provided, however, that if
the Lanai is reserved as provided in Section G.3 hereof, it may be used until 10:00

p.m.
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2. No Commercial Functions. Said facilities shall not be used for
commercial functions.

3. Reguest For Use of Covered Lanai. Requests for use of said Facilities
must be made through the resident manager (or the Managing Agent, if there is no
resident manager), as follows:

{(a) The request for use of the facilities will be accepted only from
owners with current residents’ registration forms on file with the Managing Agent
or such owners’ tenants with current residents’ registration forms on file with the
Managing Agent. The person requesting use of the facilities is hereinafter referred
to as the “Responsible Resident”.

{b) The request must be accompanied by a check in the amount of
$100.00 as a security deposit (the “Deposit”) for the use of the facilities, all or a
portion of which may be retained by the Association for cleaning of the facilities or
repairs of damages to the facilities necessary or appropriate as a result of the use
of the facilities. The Deposit will be returned to the Responsible Resident by the
resident manager (or the Managing Agent, if there is no resident manager), less the
amount of the cost of any cleaning and/or repairs, within fourteen (14) days after
the date of the use of the facilities,

{c) The request for use of the facilities shall not include the
exclusive use of the Restrooms, the Swimming Pool or the Spa. The use of the
Restrooms, the Swimming Pool and the Spa shall be available to all owners,
tenants, and such owners’ and tenants’ family members and guests even when a
private function is taking place in the other Lanai.

4, Canceliations. Notice of cancellation of the use of the facilities must
be received by the resident manager {or the Managing Agent, if there is no resident
manager} from the Responsibie Resident at least twenty-four (24) hours in advance
of the reserved date. If such notice is not received at least twenty-four (24} hours
in advance of the reserved date, the Deposit will be forfeited to the Association.

B, Furniture. No shoes or hare feet are allowed on the furniture in the
facilities.
6. Access 1o Restrooms, Swimming Pool and Spa. Users of the facilities

shall not prohibit or impede free access by other residents and guests to the
Restrooms, the Swimming Pool or the Spa.

7. Removal of Trash. If food and/or beverages are served while using
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the facilities, aill trash must be removed to the trash bin located outside the
Recreation Center the same day as the function.

H. RECREATION CENTER - SWIMMING POCL AND SPA.

1. Hours. The Swimming Pool and the Spa may be used during the
hours of 8:00 a.m. and 8:00 p.m. daily or as otherwise approved by the Board.

2. Number of Users. Not more than six {6) guests from any one (1)
apartment shall use the Swimming Pool and/or the Spa at one time without
obtaining the prior authorization of the Managing Agent.

3. No tifeguard on Duty. There is no lifeguard on duty. Anyone using
the Swimming Pool or the Spa does so at their own risk. Children of 14 or younger
are not permitted in the Swimming Pool or the Spa unless accompanied by an
adult. Parents and/or guardians are responsible for the safety and conduct of their
children. It is strongly recommended that owners, tenants, and such owners’ and
tenants’ family members and guests who are not competent swimmers either
refrain from using the Swimming Poo! or the Spa or use the Swimming Pool or the
Spa accompanied by a competent and responsible swimmer.

4, No Horseplay. No diving, excessive splashing, pushing, running,
screaming, shouting, or other boisterous conduct in or around the Swimming Poaol
or the Spa is permitted.

5. Appropriate Attire. Appropriate swimiming attire must be worn in the
Swimming Pool and the Spa. Bathing caps or hair bands are recommended for
persons with fong hair. Hairpins are not permitted in the Swirnming Pool or the
Spa. Diapers are not permitted in the Swimming Pool or the Spa unless protected
with waterproof covering.

8. Showers Required. Any person using the Swimming Pool or the Spa
shall take a shower prior to entering the Swimming Pool or the Spa.

7. No Suntan Qils. Suntan oils and similar substances shall be removed
prior to entering the Swimming Pool or the Spa.

8. No Food, Drinks or Smoking. No eating, drinking or smoking is
permitted within the Swimming Pool or Spa.

9, Flotation Devices. No large flotation devices, diving fins, or scuba
equipment are permitted in the Swimming Pool or the Spa. Swimming aids and
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floatable devices may be used in the Swimming Pool if they are used for safety
reasons and do not inconvenience or inhibit the safety of others.

10. Breakable Items. Breakable items such as glassware, ceramics,
chinaware and botttes are prohibited in or around the Swimming Pool or the Spa.
Any beverage brought or consumed in the Swimiming Pool or the Spa area must be
in a non-breakable container (can, paper or shatter-proof plastic).

11. Health Precautions. For health reasons, persons with infectious or
communicable diseases or open wounds are not permitted in the Swimming Pool or
the Spa. Spitting, spouting of water, nose blowing, or discharge of bodily wastes
in the Swimming Pool or the Spa are strictly prohibited.

b NOISE AND NUISANCES.

1. No nuisance shall be atiowed in the apartments or the common
elements, nor shall any use or practice be allowed which is improper or offensive in
the reasonable opinion of the Board or in violation of the Bylaws or these Rules and
Regulations or which unreasonably interferes with or is an unreasonable annoyance
to the peaceful possession or proper use of the apartments and/or the common
elements by other owners or occupants.

2. Residents and other occupants of the apartments shall avoid
unreasonably excessive noise of any kind at any time and shall not cause or permit
any unreasonably disturbing noise or objectionable odors to emanate from their
apartments.

3. Radios, TVs, Hi-Fi's, etc., in the apartments must be played at
reduced volume after 10:00 p.m. and before 8:00 a.m.

4. Excessive noise at any time should be reported to the Managing Agent
who will take apprapriate action,

Jd. BUILDING MODIFICATIONS.

1. Except as permitted by the Declaration or the Bylaws, no structuratl or
external change of any type shall be permitted either within or without an
apartment without prior written approvai and consent of the Board.

2. Except as otherwise provided herein, no signs, signals or lettering shall
be inscribed or exposed on the exterior of any apartment (other than the apartment

number), nor shall anything be projected out of any window,
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3. Except as otherwise provided herein, no projections shall extend
through any door or window opening into any walkway or corridor or beyond the
exterior face of the building.

4. Every owner from time to time and at all times shall perform promptly
all repair, maintenance and alteration work within his apartment and on the
exteriod, the omission of which would adversely affect any common element or
any other apartment, and shall be responsible for all loss and damage caused by his
failure to do so.

5. Except as otherwise provided herein, no projections shall be attached
to the outside walls of any building or the exterior of any door without the prior
consent in writing of the Board.

K. MAINTENANCE: EMPLOYEES OF THE ASSOCIATION.

1. Every owner, occupant or guest is to do his part and to use his
influence on all members of his household to do their part towards abating
unsightliness within the Project to the fullest practicable extent.

2. No maintenance employee shall be asked by an owner, occupant,
tenant or guest to leave the common elements or to perform any tasks.

3. Cleaning of individually owned apartments, including all windows, is a
responsibility of the respective owners, occupants, tenants or guests.

L. HAZARDS.

1. The common elements (other than specifically designated recreational
areas, if any) shall not be used for recreational activities of any kind. Parents or
legal guardians are responsible for the appropriate supervision of minors at all
1imes.

2. Uniess the Board gives advance written consent in each and every
instance, occupants shall not use any illumination other than electric lights, or use
or permit to be brought into the buildings any flammable oils or fluids such as
gasoline, kerosene, naptha or benzine, or other explosives or other articles deemed
extra hazardous to life, limb or property.

3. No activity shall be engaged in and no substance introduced into or

manufactured within the buildings which might result in violation of the law or in
the cancellation of the insurance or increase the insurance rate on the buildings.
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4. No fireworks of any kind shall be ignited or used anywhere in the
Project at any time.

M. GENERAL RULES AND REGULATIONS.

1. The Managing Agent is not required to give access to apartments or
buildings; provided, however, that as provided in and subject to the provisions of
the Bylaws, the Managing Agent shall give such mortgagee of an apartment or any
interest therein and its agents access through the common elements for the
purpose of passage to any apartment on which such mortgagee holds a mortgage.

2. Owners, tenants and other occupants shall file their name, address
and telephone number and signature with the Managing Agent upon purchasing
and/or taking eccupancy of an apartment, and shall furnish the Board and/or the
Managing Agent with such other reasonable information as shall be requested from
time to time.

3. Each owner and tenant shall be responsible for the keys to locked
entrances to his apartment. However, to facilitate the right of access provided by
the Bylaws to the Managing Agent, the resident manager (if any) or the Board,
each owner may, but shall not be required to, furnish keys to the Managing Agent
or the resident manager (if any}. If any owner or tenant desires to furnish keys to
the Managing Agent or the resident manager {if any), such owner or tenant shall
execute a release and indemnification agreement in a form provided by the Board
agreeing that the owner or tenant releases the Managing Agent, the resident
manager {if any) and the Board of and from any and all liability and indemnifies and
holds harmless the Managing Agent, the resident manager (if any) and the Board
from any claims, damages or liabilities that may be incurred by the Managing
Agent, the resident manager (if any) or the Board in connection with such keys
being furnished to the Managing Agent or the resident manager (if any}. The
delivery of such keys shall be at the sole risk of such owner or tenant, and the
Managing Agent, the resident manager (if any), and the Board of the Association
shall not be liable for injury, loss or damage of any nature whatsoever directly or
indirectly resulting therefrom or connected therewith. If an owner or tenant elects
not to furnish keys to the Managing Agent or the resident manager (if any) and an
emergency arises requiring a forcible entry into the apartment, the owner or tenant
of the apartment shall be solely liable for all costs and expenses arising in
connection with such forcible entry, including all costs of replacement or repair to
any part of the apartment or common elements damaged by the forcible entry.

4. Each owner and tenant shall assume full responsibility for protecting
his apartment, automobile(s}, and the contents thereof from theft, robbery,
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pilferage, vandalism and other loss.

5. Toilets, sinks and other water apparatus in the apartments or
anywhere on the Project shall not be used for any purpose other than those for
which they were designed, nor shall any sweepings, rubbish, rags, sanitary
napkins, diapers or other articles be thrown into them. Any damage anywhere
resulting from misuse of any toilets, sinks or other water apparatus in the
apartment shall be repaired and paid by the owner of such apartment. Any such
damage resulting from misuse of any toilets, sinks or other water apparatus on the
common elements (if any) shall be repaired at the direction of the Board, and the
cost of repair shall be paid by the person{s} responsible for such misuse unless the
personis) responsible cannot be identified, in which event the cost of repair shall be
borne by all apartment owners as a common expense.

6. Each owner shall observe and perform these Rules and Regulations
and ensure that his tenants and such owner’s and his tenants’ family members and
guests also observe and comply with the Declaration, the Bylaws, and these Rules
and Regulations. Owners will be responsible for their tenants’ and such owners’
and their tenants’ family members’ and guests’ observance fo all Rules and
Regulations as set forth herein. In the event expenses are incurred due to
violations of these Rules and Regulations by any such person or persons for whom
an owner is responsible, the owner shall pay for such expenses, including
reasonable attorneys’ fees.

7. if the immediate service of the Maui Police Department, the Fire
Department, the Paramedics, an Ambulance or Doctor is required, the desired
agency or person should be called directly. Any emergency, particularly such
emergencies as flooding, fire and theft, should be brought to the immediate
attention of the Managing Agent.

N. VIOLATIONS OF THESE RULES.

1. Reporiing Violations and Damages.

{a} All corrective actions regarding violations of these Rules and
Regulations and damages to the common elements will he enforced by the Board
and should be reported promptly to the Board or the Managing Agent.

{b} Damages to common elements shall be surveyed by the Board
or the Managing Agent at the direction of the Board and the cost of repair or
replacement and any legal fees incurred may be assessed by the Board against the
person or persons responsible, including, but not limited to, any owner for damages
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caused directly or indirectly by his tenants or such owner’'s or his tenants’ family
members or guests.

2. The Violation of Anv of These Rules and Regulations Shall Give the
Board, the Managing Agent or Their Agents the Riaht To:

{a) ENTER THE APARTMENT IN WHICH , OR AS TO WHICH,
SUCH VIOLATION OR BREACH EXISTS AND TO SUMMARILY ABATE AND
REMOVE, AT THE RISK AND EXPENSE OF THE DEFAULTING OWNER {(WHETHER
OR NOT CAUSED BY THE OWNER OR BY ANY PERSON FOR WHOSE CONDUCT
THE OWNER MAY BE RESPONSIBLE), ANY STRUCTURE, THING OR CONDITION
THAT MAY EXIST THEREIN CONTRARY TO THE INTENT AND MEANING OF THE
PROVISIONS HEREOF, AND THE BOARD OR THE MANAGING AGENT SHALL NOT
THEREBY BE DEEMED GUILTY IN ANY MANNER OF TRESPASS; AND/OR

(b)  TO ENJOIN, ABATE OR REMEDY BY APPROPRIATE LEGAL
PROCEEDINGS, EITHER AT LAW OR IN EQUITY, THE CONTINUANCE OF ANY
SUCH BREACH, AND ALL COSTS THEREOF, INCLUDING ATTORNEYS' FEES,
SHALL BE BORNE BY THE DEFAULTING OWNER (WHETHER OR NOT CAUSED BY
THE OWNER OR BY ANY PERSON FOR WHOSE CONDUCT THE OWNER MAY BE
RESPONSIBLE).

0. AMENDMENTS.

These Rules and Regulations may be amended only by a majority of the
Board at a duly called meeting of the Board of Directors; provided, however, that
prior to the first meeting of the Association and the election of the initial Board of
Directors, Signature Development of Hawaii, LLC, a Hawaii limited liability
company, the developer of the Project, shall have the right, from time to time, to
amend these Rules and Regulations,
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The foregoing Rules and Regulations are hereby adopted.

Dated: . Hawaii, , 20

SIGNATURE DEVELOPMENT OF HAWAII,
LLC

By:

Its:

“Developer”

END OF EXHIBIT K
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Highlands Water Association Declaration of Covenants

This Declaration is dated as of this day of . 20 .
and is executed by MAUI HIGHLANDS SERVICES LLC, a Hawaii limited liability
company, 3200 South Kihei Road, Kihei, Hawaili 96753 (the “Declarant”).

1. RECITALS.

The land to which this Declaration applies is (a) Lots 1-B and 2-B of the
"Haleakala Greens Subdivision”, described in Exhibits “A” and “B” hereto, and all lands
and real estate interests (including condominium units) into which said iands may be
reconfigured, subdivided, converted or modified, from time to time in the future (i.e. as
“Properties” and “Member Properties” defined below) and (b) the additional lands which
may be annexed by the procedures set forth in Section 3.02 below (collectively the
“Annexed Land"} and all lands and real estate interests (including condominium units)
into which each Annexed Land may be reconfigured, subdivided, converted or modified
from time to time in the future (i.e. as “Properties” and "Member Properties” defined
below). This Declaration and each covenant will run with the land and will be binding
upon and will inure to the benefit of said lands and each Member Property and all of
their respective successive owners and occupants.

It is the Declarant's intention to create a common water ownership, use and
management plan, enforceable by the Declarant or any Property owner, in accordance
with this Declaration. The acceptance of a deed, agreement of sale, lease or other
conveyance by any person of any Property or any interest in any Property shall
constitute acceptance of these covenants, regardless of whether or not said instrument
is expressly made subject hereto. This Declaration shall be binding upon and
enforceable against each owner, purchaser, tenant and occupant of all or any part of
each Property and their respective successars in interest; and shall be deemed
incorporated in each deed, lease or other instrument by which any right, title or interest
in any Property is granted, devised or conveyed, whether or not expressly referred to
herein.,

2. DEFINITIONS.
The following terms shall have the following meanings:

2.01 “Association” shall mean the Association more particularly described in
Article 3 below. The “Board™ means the Board of Directars of the Assaciation.
Reference to "homeowners' assgciation” shall mean a homeowners' association or
association of condominium unit owners, of which two or more Member Properties are
members, and which shall have responsibility for the operation or maintenance of
common areas of the subdivision or condominium property regime of which said
Member Properties are a part.
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2.02 “Common Facilities” means the water system consisting of the
Association’s rights and interests in the ground water under the Ranch Agreements,
defined below, and in two wells and water treatment system with their appurtenant
pumps, values, pipes, utility services, tanks, and equipment; the potable water
distribution system consisting of all pipes, meters and appurtenances; and all Water
System Easements (defined below). The term “Common Facilities” shall not include
any pipes or other facilities which are downsiream of {a) the water meter serving a
single Property, or, (b) in the absence of a water meter, the connection between the
common distribution line and the lateral pipe serving a single Property, said meter or
connection point being the limit of the Association’s ownership and maintenance
responsibility.

2.03 “Declaration” means this Declaration of Covenants as it may be amended
from time to time.

2.04 "Neighborhood” means all Properties and the Common Facilities.

2.05 “Owner” of a Property means any person who owns a fee simple interest
in said Property, and any person to whom all rights as Owner (including vating) shall
have been transferred by means of (a) a deed, (b) a lease of said Property for a period
in excess of five {5) years, or (¢) an agreement of sale which transfers all rights of
possession and occcupancy; provided, however, that in each such case the transferee of
said rights will not be recognized as an “Owner” by the Association unless and until a
written notice of transfer is filed in the official ownership records of the Association
maintained by the Board of Directors. "Owner” also includes Haleakala Ranch
Company as provided in Article 7 below.

2.06 "Hokulani Plan” means the Condominium Map entitled "Hokulani Golf
Villas”, recorded in the State of Hawali Bureau of Canveyances as Condominium Map
No. 4304. “Nu’u Aina Plan” means the Condominium Map entitled "Nu'u Aina Estates”,
to be recorded in the State of Hawaii Bureau of Conveyances at the time the
condominium property regime on TMC (2) 2-2-24:33 shali be established as each may
be amended from time to time.

2.07 ‘Property” and "Member Property” means each of the 152 condominium
units in Hokulani Golf Villas Condominium and each of the 68 condominium units in
Nu'u Aina Estates Condominium, as described on the Hokulani Plan and to be
described on the Nu'u Aina Plan, respectively and each additional condominium unit
and subdivided lot located outside of said condominiums which shall be developed
within any Annexed Land as provided in Section 3.02 below. “Property” and “Member
Property” also include land of Haleakala Ranch Company but only if and to the extent
that said company shatll receive Temporary Excess Water and Excess Potable Water as
described in Section 6.01 below,

2.08 “Water System Easements” means all easements held or to be acquired
by the Association in connection with the Common Fagcilities, including but not limited to
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those established by the (@) Declaration of Water System Easements, dated

, 2008, recorded or to be recorded; and (b) the Grant of
Easement {Private Water System), dated , 2006, between
Declarant and Haleakala Ranch Company, recorded or to be recorded.

2.09 “Ranch” means Haleakala Ranch Company and its successors, assigns
and designees.

2.10 The “Ranch Agreements” are defined in Section 87.01 below.

2.11 “Recorded” means recorded in the State of Hawaii Bureau of
Conveyances.

3. HIGHLANDS WATER ASSOCIATION, INC.

3.01 Membership. The Owners of each and every Member Property shali
automatically be members of Highlands Water Association, In¢. organized and existing
pursuant to Chapter 421J, Hawaii Revised Statutes (the Hawali Planned Community
Associations Act), and Chapter 414D, Hawali Revised Statutes (the Hawaii Nonprofit
Corporations Act) (herein called the “Association”}, and such membership shall be
mandatory for each Member Property. Said membership may be transferred or
encumbered only with and to the same extent as the Member Property to which it is
appurtenant is transferred or encumbered. in the event fee title to a Member Property is
transferred without mention of said membership, said membership shall be deemed to
be automatically transferred with said Property. Also, see Section 2.05 concerning the
racognition of certain other persons as “Owners™. In the event that the Association as a
corporate entity is dissolved (whether voluntarily or involuntarily) or otherwise ceases to
exist, then, in every such case, an unincorporated nonprofit association organized and
existing pursuant to Chapter 421J, Hawaii Revised Statutes, and Chapter 429, Hawaii
Revised Statutes (the Hawaii Uniform Unincorporated Nonprofit Associations Act), and
govemed by the Bylaws shall forthwith and without further action or notice be formed
and shali succeed to alt of the rights, duties, privileges, assets, benefits and obligations
of the corporation unless otherwise provided in a resolution and plan of distribution
adopted pursuant to Part V of Chapter 414D, Hawaii Revised Statutes, or any
successor statute. Those persons who are serving as directors and officers of the
corporation at the time of any such dissolution shall, upon such dissolution, become
directors and officers of the unincorporated Association and shall continue to serve as
such until their successors are duly elected in accordance with the Bylaws.

3.02 Annexation of Other Properties. The Ranch has the right, from time to
time, to cause the annexation of any Annexed Land(s) to the lands governed by and
benefitted by this Declaration, by unilateral action, and without requiring the consent,
joinder or approval of the Qwner(s) of any Member Property; the Board of Directors,
officers or members of the Association; or Declarant. Annexed Lands and the
subdivided lots and condominium units into which they shall be divided shall be Member
Properties of the Association and shall be entitled to receive water service, subject to all
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of the terms and conditions of this Declaration.

Said annexation of each such Annexed Land shall become effective upon
satisfaction of all of the following conditions as to each Annexed Land;

(a)  The designation of such Annexed Land by the Ranch in writing to
the Board, such designation to be in recordable form and to contain a surveyed metes
and bounds description or other legally sufficient description of said Annexed Land.
Said designation shall state that there is “Excess Water” sufficient to serve said
Annexed Lands as set forth in the Ranch Agreements, and state the amount such water
which is allocated to the Annexed Lands.

{b}  The establishment, by the recording of the necessary documents,
of all easements needed for the construction, operation, maintenance, repair and
replacement of waterlines ta enable the Common Facilities, as they shall then exist, to
serve the potable water needs of said Annexed Land (collectively the *Annexed Land
Service Facilities™) and their connection to said existing Common Facilities.

(¢) Al Annexed Land Service Facilities shall have been completed and
installed in accordance with pians and specifications approved by all required
governmental authorities.

(d)  All Owners of said Annexed Land shall have executed and
recorded a Joinder and Acceptance in substantially the form attached hereto as Exhibit

“C“.

3.03 Association's Authority Over Common Facilities. The Declarant shall
convey the Common Facilities to the Association, not later than the termination of the
period of Declarant’s control under Section 5.02 below. The Association shall hold,
control, manage and operate the Common Facilities, as a common expense, as set
forth below in more detail, from and after the time when management thereof shall have
been transferred to the Association by Declarant, and may exetcise all reasonable
management rights, powers and authority with respect thereto including, but not limited
to, (a) the power to enter into contracts for, or otherwise to implement, the maintenance,
operation, repair and replacement of the Common Facilities; (b) the power to maintain
appropriate casualty and liability insurance; (c} the power to adopt, implement and
enforce reasonable rules and regulations to govern the orderly use and operation of the
Common Facilities; (d) the power o assess and collect common expenses as sef forth
below; (e) the authority to take ali steps and actions required by applicable law; and {f)
the power to enforce, and carry out, the terms and conditions of this Declaration, in all
respects, All such dominion, control and authority shall cease with respect to any
facility, the responsibility of which shall be accepted by the County of Maui or other
governmental authority or any regulated public utility.

Notice shall be given to the State of Hawaii Department of Health and the
Ranch upon (a) the transfer of the ownership of the Common Facilities to the
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Association; (b) the relinquishment of Declarant's control to the Association under
Section 5.02 below; and (c} any transfers to the County of Maui, a public utility or other
entity. '

Declarant shall convey the Common Fagilities to the Association at no
cost.

3.04 Water Service and Shortages. The Association shall operate, maintain,
repair and replace the Common Facilities for the exclusive use and benefit of the
Member Properties, and each Member Property shall share in all expenses of the
Association as provided below. The Association shall contract with a professional water
system operations company {o manage and operate the potable and non-potable water
systems comprising the Common Facilities'. The water service is described as follows:

Each Member Property will be entitled to receive water service from the
Commeon Facilities in amounts necessary and reasonable to provide normal potable
water service for domestic use in an amount to be determined from time fo time by the
Board (but not for landscaping irrigation or other non-domestic purposes not requiring
treated, potable water) in an amount to be determined from time to time by the Board,
all subject to reasonable rules and regulations which the Board may adopt from time to
time., and subject to the limitations contained in the Water Agreement The Board may
change said limits from time to time. The extent of domestic potable water use by each
Member Property may, at the Board's discretion, be measured by a separate water
meter, if in the future the Board shall elect to estabiish a billing structure related to use.
The fees for issuing and installing any meter, the water lateral line and the connection
shail be determined by the Board and shall be paid by the Owner of the Member
Property to be served thereby.

If water use by any Member Properly is metered and if it exceeds the
gstablished limit in any month, the Board may in its discretion require an additional
payment or penalty for said excess or may curtail the supply of water to said Member
Property, as the Board may determine {o be in the best interests of the system as a

whole.

If any water shortage shall occur for any reason, including but not limited
to drought, failure of the well(s) to produce, or a failure of any pump or any portion of the
treatment or distribution system, the Board shail have the right to impose additional
restrictions and conservation measures in its discretion {0 assure an equitable
distribution within the reasonable production capabilities of the system. All Property
Owners and occupants shall strictly comply with all such rules and requirements and in
the event of any breach or violation the Board shall have the power and right to stop or
curtail all water service to any non-compiying Property (with no reduction in said

1 Sea Section 8.02(g} below concerning the Ranch’s right to disapprove the Association’s
choice of manager.
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Property’s abligations to pay its share of Association expenses) until compliance is
assured.

3.05 Assessments and Management. Each Member Property shall be liable for
its proportionate share of ali expenses of the Association for the maintenance, repair,
operation and replacement of the Common Facilities, the expenses of operating the
Association, reasonable reserves as determined by the Board from time to time, and
other reasonable costs in connection with such operations {collectively the *Common
Expenses”).

(a)  Allocations. The assessment of Common Expenses may be
allocated by the Board among all Member Properties (except the Ranch), in its
discretion, either {A) based on a flat periodic fee assessed to each Property, (B} based
solely on each Property's proportionate actual use of water service as determined by
metered consumption, or (C) in two components: one component as a flat periodic
assessment to cover estimated and actual capital costs and costs of maintenance,
repair, replacement and reserves, with each Property bearing an equal share; and the
second component to cover variable operating costs, with each Property’s proportionate
share being determined by its actual metered consumption. Assessments of Annexed
Lands shall not commence until water service to such lands actually commences.
When additional lands are annexed, the Common Expenses allocations to all Member
Properties shall be adjusted to reflect the additional Member Properties and additional
operating and maintenance expenses, if any.

(b)  Special Assessments. The Board may make special assessments
against any Property (except the Ranch) for any extraordinary costs or expenses
caused by the act or omission of the Owner or occupant of said Property under
circumstances where it would be unfair, in the reasonable discretion of the Board to
assess said cost to all Properties as a Common Expense.

{c)  Billings. Common Expense billings procedures shall be established
and managed by the Board or the Board's hired managers. The Board may for
convenience work cooperatively with the homeowners’ association of each
condominium and subdivision to coordinate billings and collections and to reduce costs.

3.06 Financial Management. The financial management of the Common
Facilities shalt be delegated by the Board to a qualified professional management firm
who shall assist the Board and perform the Board's delegated functions with respect to
the financial planning, budgeting and management of the system and which
shall manage the billing of customers, collection of payments, paying water system
expenses and providing financial reports to the Department of Health, County of Maui,
the Board, the Ranch and the members on a period basis, consistent with sound and
prudent financial management principles®. Without limiting the generality of the

2 See Section £.02{(g) helow concerning the Ranch’s right to disapprove the Association’s
choice of manager.
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foregoing, the said financial manager shall assist the Board in the following tasks:

(a)  Long Term Planning. The preparation and periodic updating of a
long term business plan with a term of not less than five (5) years which indicates the
revenue needs fo cover the Association's annual operating and maintenance expenses,
and the repayment of debt, if any, using projected interest and inflation rates as needed.
The plan shall project detailed breakdowns of the income sources and the operating
and maintenance cost items such as utilities, chemicals, repairs, water testing,
insurance, major equipment and emergency repairs and replacement, management
services.

(b) Reserve Funds. One or more reserve funds shall be established
for major Common Facility component emergency repairs and planned replacement of
major Common Facility components at the end of service life. The reserve funds shall
have sufficient detail including a listing of major Common Facility components,
construction estimates to purchase and install components, the estimated service life of
components and the projected replacement cost of components at the end of service
life, based on projected interest and inflation rates to obtain the projected replacement

costs.

Upon the annexation of any Annexed Land, the Member Properties
contained in said Annexed Land shall not be required to pay reserve fund contributions
retroactively but shall commence paying their pro rata share going forward, after
annexation and the commencement of regular assessments with respect to said

Member Properties.

(c)  Special Assessments. If at any time projected revenues shail
appear to be insufficient to cover the timely payment of costs and reserves, the Board
shall have the power to levy special assessments {0 all Properties (except the Ranch)
from time to time over and above the pre-established period assessments, based on a
budget or business plan, if the special assessment is necessary to meet unforeseen
costs or liabilities or 1o deat with emergency repairs and replacements.

3.07 Payments and Defaults. Each assessment of expenses by the
Assaciation shall be a separate, distinct and personal debt of the Owners of a Property
{or in the case of multiple Owners of a Property, each Owner jointly and severally)
against which the same is assessed. If the Owner shall fail to pay his or her
assessment when due, then said Owner shall pay an additional assessment of $50.00
{or such other fine or fines adopted by the Board from time to time) for each such failure
and all delinquent assessments shall bear interest at the rate of 112% per month from
the assessment due date (or the highest rate permitted by Hawaii law, if such highest
rate is less than 1% per month).

All amounts owed hereunder by a Property shall be a lien on said
Property. In the event of a default or defaults by the Owners of any Property, and in
addition to any other remedies provided by law, the Board may enforce such obligation
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by bringing a suit or suits at law to enforce each such assessment obligation and may
enforce said lien on said Property in any appropriate court. Said ien may be enforced
by judicial foreclosure or power of sale in the same manner as a mortgage is enforced
under Hawali iaw, as amended from time to time. Any such action shall be brought in
the name of the Board or the Association, and the Association shall be entitled to
recover from the defendant, as part of any judgment, additional compensation in the
amount of the Association’s or Board's attorney’s fees and costs in prosecuting the
action. The Owner of each Property by executing this Declaration or a Joinder and
Acceptance or by accepting water service from the Common Facilities and all
subsequent owners by accepting a deed to his or her Property (or other interest therein)
hereby consents to these provisions and the right of the Board as set forth herein and
consents to the imposition of a lien (without notice or service of process) against his or
her Property at any time to enforce said obligations.

Said lien shall be junior and subordinate in lien priority to the lien of any
mortgage or other encumbrance which shall have been in existence and duly recorded
in said Bureau of Conveyances prior to the date the Association's notice of lien is
recorded.

In addition to the above remedies, the Board or President of the
Association may, upon ten {10) days written notice stop water service to any delinquent
Property Neither the Board, the Association, its members nor any employee or agent
thereof shall be liable for any damages or losses caused by said stoppage or
disconnection.

The Board may also levy special assessments against all of the Properties
under its authority for the purpose of meeting attorneys’ fees and costs in connection
with all legal actions.

Notwithstanding anything to the contrary herein, the provisions of this
Section 3.07 shall not apply to amounis {the Ranch Contributions) owed by the Ranch
for the Ranch’s water use under Section 87.01(iv) and (v) below, but the Association
may enforce such collection by conventional legal and equitable remedies through a
court of competent jurisdiction. However, this Section 3.07 shall apply to owners of
Properties in subdivisions and condominium property regimes within Annexed Lands
which shall be annexed to the Association under Section 3.02 above.

3.08 Notice. The address of each Property Owner as it appears on the records
of the Association and as may be changed from time to time by written notice to the
Association by any Property Owner shall constitute the official address of said Property
Owner. Service of process may be carried out through registered mail, addressed to
the particular Property Owner at his or her said address.

3.09 Statements. The Board will, when requested, issue written statements to
purchasers or mortgagees of Properties stating whether or not the assessments against
said Property have been paid to the date of the statement, and if not, the amount owed,
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together with any additional information that may be reasonably requested concerning
the account of said Property.

3.10 Liability. Neither the Ranch, the Declarant, the Maui Highlands Properties
LLC, the Owners and occupants of any Property, the Board members, the Association,
or their respeclive employees or agents (collectively the “Released Parties”) shall be
liable to any Property Owner or to the tenant or other occupant of any Property or any
other affected person for any claims, losses, damages or expenses which shall be
caused by or shall resuit from (a) any failure of the Association or the Common Facilities
to provide water to any Property, or (b) or any contamination or defects in water quality
or its unsuitability for any reason for drinking, irrigation or any other purpose, regardless
of the cause of said failure or contamination, and regardless of the fact that said failure,
stoppage or contamination may have been due to the error, negligence or other causes
relating to the management or operation of the Common Facilities. ALL PROPERTY
OWNERS ACKNOWLEDGE THAT CONTAMINATION IN SOME CIRCUMSTANCES
MAY CAUSE SERIOUS PHYSICAL ILLNESS, INJURY OR DEATH AND ARE URGED
TO TAKE PREVENTATIVE ACTION BY PERIODIC TESTING.

Similarly, if any Property is damaged by fire, none of the Released Parties
shali be liable for any claim, damage or loss resulting from the water volume or supply
being insufficient to fight the fire, regardless of the cause of such insufficiency. itis
understood that each Owner fully accepts the risk of any such problems. ALL
PROPERTY OWNERS ARE ENCOURAGED TO INSTALL FIRE PROTECTION
DEVICES WHICH ARE INDEPENDENT FROM THE COMMON FACILITIES AND TO
NOT RELY ON THE ADEQUACY OF COMMON FACILITIES FOR FIRE
PROTECTION.

Without limiting the generality of the foregoing, it shall be incumbent on
each Owner and occupant of each Property to protect himself or herself against the risk
of loss from water service interruptions or failures or water quality problems or fire risk
by means of appropriate business interruption, insurance or similar coverage, by
obtaining water from other sources, or by storing water in reasonable amounts or other
appropriate measures, if said Owner or occupant deems that protection against said
risks is needed, and by complying with all applicabie safe drinking water regulations and
guidelines.

3.11  Maintenance of Backflow Prevention Devices. Backflow Prevention
Devices will be installed. Each Owner shall be responsible for testing and maintaining
said device which is appurtenant to said Owner’s service.

4. EASEMENTS.

4.01 Easements Shown on Plan. Several easements have been designated or
shall be designated for the Common Facilities, located on land of the Ranch and on
common areas of the projects to be served by the Association. Each easement is
herein referred to as an “Easement”.
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4.02 Expenses, Exceptas paid for by Declarant as part of the initial
development of the Common Facllities, all costs and expenses related to the
construction, operation, maintenance, repair and replacement of alt Common Facilities
within each Easement area shall be borne by the Association as a Common Expense,
except as otherwise provided in this Declaration. The Association shall pay, or
reimburse to the owner of the tand underlying each Easement area, all real estate taxes
assessed with respect to the Common Facilities located within each Easement area, but
the owner of the land shali pay all such taxes which shall be assessed with respect to
the land itself and the Easement area.

4.03 Safeguards. The Association, in connection with all work in each
Easement area, shall (i) observe and perform all laws, ordinances, rules and regulations
now or hereafter imposed by any governmental authority which are applicable to the
Easement area, (i} complete the construction or repair of all Common Facilities free and
clear of all liens, and (iii) promptly upon the completion of all work, restore the surface of
the Easement area to even grade and good and orderly condition.

4.04 Compliance. The terms and conditions of each Easement shall be strictly
performed and complied with.

4.05 “Asls”. The Association accepts each designated Easement in “as is”
condition without any representations or warranties expressed or implied by the Land
owner as to the physical condition of the Easement area or the suitability of the
Easement area for the purposes of the designated Easement or the Common Facilities.

5. ADMINISTRATIVE PROVISIONS.

501 Viglations and Disputes.

{a) If any person or entity shall violate, attempt to violate or threaten to
violate any of the covenants herein contained, any rules or regulations of the
Association or any ruling of the Board, the Association, by and through the Board of
Directors, or any Owner of any Property may, in addition to and not exclusive of any
other remedies available to the Association and such Owners, commence legal action
at faw or in equity against such person or entity, either to prevent or abate such violation
or to recover damages caused by such violation or altempted or threatened violation, or
both. Said damages may expressly include a judgment for alf of the plaintiff's costs of
suit, including reasonable attorneys’ fees.

(b} - All costs and expenses, including reasonable attorneys' fees,
incurred by or on behalf of the Association for:

(i) Collecting any delinquent Common Expenses and
assessments against any Property or the Owner of any Property;
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(ii) Foreclosing any lien on any Property; or

(i}  Enforcing any provision of the Association documents or
Chapter 421J, Hawaii Revised Statutes, against an Owner, occupant,
tenant, employee of an Owner, or any other person who in any manner
may use the Property;

shall be promptly paid on demand to the Association by such person or persons;
provided that if the Association is not the prevailing party, all costs and expenses,
including reasonable attorneys’ fees, incurred by any such person or persons as a result
of the actions of the Association, shall be promptly paid on demand to the person by the
Association. The reasonableness of any attorneys' fees paid by a person or by an
Association as a result of an action pursuant to subsection (b)(ii} shall be determined by
the court.

{c)  if any Owner is the prevailing party in an action against an
Association, any of its officers or directors, or its Board of Directors to enforce any
provision of the Association documents or this chapter, then all reasonable and
necessary expenses, costs and attorneys’ fees incurred by the Owner shall be awarded
to the Owner; provided that no such award shall be made in any derivative action
unless:

(i) The Owner first shall have demanded and allowed
reasonable time for the Board of Directors to pursue an enforcement
action; or

(i)  The Owner demonstrates to the satisfaction of the tribunal
that a demand for enforcement made to the Board of Directors would have
heen fruitiess.

if an Owner is not the prevailing party in any action against the
Association, any of its officers or directors, or its Board of Directors, to enforce any
provision of the Association documents or this chapter, then ali reasonable and
necessary expenses, costs, and attorneys’ fees incurred by the Association shall be
awarded to the Association, unless the action was filed in small claims court, or, prior to
filing the action in a higher court, the Owner has first submitted the claim to mediation
pursuant to Section 421.J-13, Hawaii Revised Statutes, and made a good faith effort to
rasolve the dispute under any of those procedures.

(d)  The unpaid amount of any such expenses, costs, or atiorneys’ fees
owed to the Association by an Owner shall constitute a lien against the Owner's
Property which may be foreclosed by action or by non-judicial or power of sale
foreclosure procedures as set forth in Chapter 667, Hawaii Revised Statutes.

5.02 Declarapt's Control. Notwithstanding anything herein to the contrary, the
Declarant and its appointees shall act in all respects as and on behalf of the Association
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and its Board of Directors in all matters untif the first to occur of the following: (a) the
expiration of ten {10) years from the date of recording of this Declaration in the Bureau
of Conveyances of the State of Hawaii; or (b) the date on which Declarant notifies the
Association or Owners of the Properties of its voluntary relinquishment of said authority.
The Declarant may in its discretion relinquish said authority either in full at one time or in
portions or stages over time during said 10-year period. Upon the expiration or
relinquishment of Declarant’s control, the Association shall promptly elect a Board of
Directors so as to minimize any disruption in the Association’s affairs caused by the
transition. :

5.03 Duration of Covenants. These covenants shall be binding in perpetuity or
until terminated by order of a court of competent jurisdiction.

5.04 Amendment of Covenants. These covenants may be amended at any
time by the affirmative vote or the written consent of the Owners of not less than 75% of
ali Member Properties, except as otherwise provided by applicable law, and, in addition,
the consent of the Ranch or its designee. Any such amendment shall be effective upon
the filing in the Bureau of Conveyances of the State of Hawaii of an instrument which
shall (a) recite said amendment; {b) recite that the Owners of not less than 75% of all
Member Properties voted for, or gave their written approvail for, said amendment or
termination; {c) be signed and sworn by the Owners of not less than three (3) Member
Properties or by the proper officers of the Association; and (d) bear the written consent
of the Ranch or its designee.

5.05 Severability, The invalidity of one or mare provigions of these Covenants
by judgment or court order shall not affect any of the other provisions hereof.

5.06 Perpetuities. If any provision of this Declaration shall be void or voidable
for violating the Rule Against Perpetuities in effect in the State of Hawaii, said provision
shall continue only until the end of such period as shall not violate the Rule Against
Perpetuities, measured by the lives of the following persons on the date of this
Declaration: Queen Elizabeth Il of Engiand, all of her collateral relatives to the fourth
degree, and the descendants of such persons living on the date of this Declaration.

5.07 Notice of Sale or Transfer of Title. Upon the sale or transfer of title to any
Property, the transferee shall promptly notify the Board of Directors of the Association in
writing of the name of each new Owner of said Property and his or her mailing address
and home and business phone numbers.

5.08 Records of Qwnership and Notices, The Declarant, the Association and
the Board shall be entitied to rely conclusively on the records of ownership of the
Properties provided to the Association pursuant to Sections 5.07 and 2.05 above, for all
purposes, including, but not limited to, names and addresses for ali communications,
notices, service of pracess, approvals, voting and consents, it being the obligation and
burden of each Owner of each Property to ensure that the Declarant and the
Association have ownership records which are accurate and up-to-date. The Declarant,
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the Association and the Board may also conclusively rely, in the sole discretion of each,
on the records of ownership and addresses of Owners of each Property as shown on
the real property tax records of Maui County in any particular case.

6. PROVISIONS RELATING TO DECLARANT'S COMMITMENTS,

6.01 First Year and Hookup Commitments, Declarant agrees to pay Association
in Year 1 a startup subsidy of $27,700. Additionally, Declarant will pay Assaciation a
one time hookup fee of $1,000 for each new dwelling unit hookup upon that unit's
connection to the water system.

6.02 Monthly Service Charge and Assessments for Unsold Units. Declarant

agrees to pay Association the monthly service charge and assessments for all unsoid
project condominium dwelling units, commencing with the official transfer of ownership
of the water system from Declarant to Association.

6.03 Emergency Reserve Fund. Declarant agrees to an Emergency Reserve
Fund for major component emergency repairs with a 2006 dollar equivalent cap of
$135,880, see section 3.06(b) above. Declarant will make an initial “seed money”
contribution to the fund of $80,000. In order to assure that the accumulation of funds
will attain the cap limit of $135,880 by the end of year 3, Declarant agrees to pay for any
major component emergency repairs during the first three years of the Association's life,

6.04 Infrastructure Replacement Reserve Fund. Declarant agrees to an
Infrastructure Replacement Reserve Fund for end-of-service lives infrastructure
component replacements, see Section 3.06(b) above. Declarant will make an initial
“seed money” contribution to the fund of $50,000

6.05 Reserve Fund to Finance P.U.C Conversion. Declarant agreesto a
reserve to fund anticipated costs {o form a new entity, 1o obtain all necessary approvals
from the State of Hawail Public Utilities Commission, and to transfer the Common
Facilities and related assets and operations to it, as provided in Section 7.02(a) below.
Declarant shall make initial “seed money” contribution to this fund of

$

7. PROVISIONS RELATING TO HALEAKALA RANCH COMPANY, AND THE USE
AND OWNERSHIP OF THE WATER RESOURCE,

7.01  Qverview and Definition of “Ranch Agreements” and “Water Agreement”.
The Declarant has developed the well, treatment plant, tanks, lines and appurtenances
on land of the Ranch pursuant to the following agreements:

{a) Unrecorded Water Agreement dated February 25, 2004 between Maui
Hightands Properties LLC and the Ranch, as amended by First Amendment to
Water Agreement dated as of December 15, 2005 and by Second Amendment to
Water Agreement dated as of , 2006 (collectively the “Water
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Agreement”),

(by  Grant of Easement (Private Water System) dated , 2008,
recorded in the State of Hawaii Bureau of Conveyances as Document No.
{the “Casement™).

(¢)  Declaration of Restrictive Covenants (Private Water System) dated
February 25, 2004, recorded in the State of Hawaii Bureau of Conveyances as
Document No. 2004-040590(the “Restrictions™).

(d)  Assignment of Agreement, Reserved Rights and Other Interests from
Maui Hightand Properties LLC to Declarant dated )
2006.

(The foregoing are collectively referred fo herein as the “Ranch Agreements”.)

The Association accepts, assumes all of Declarant’s obligations under,
and agrees to be bound by, the Ranch Agreements (except insofar as the terms and
conditions of said documents shall have been performed by Declarant (or its
predecessor, Maui Highlands Properties LLC) as part of Declarant’s initial exploration
for water, initial development and initial testing of the Common Facilities).

To summarize, and without amending or superceding any provisions of the
Ranch Agreements, the general relationship between Declarant and the Association on
one hand and the Ranch on the other, may be generally characterized according to the
following principles:

{H Notwithstanding the fact that the Ranch is the owner of the Ranch Land,
the Declarant (and, after conveyance, the Association) will be the owner of the
Common Facilities located on Ranch Land, pursuant to the Ranch Agreements.

(iiy ~ The Declarant (and, after conveyance, the Association) shail own and
operate the Common Facilities on Ranch Land in accordance with and subject to
the Water Agreement.

(i}  The Ranch, as the owner of the Ranch Land, has conveyed 1o Maui
Highlands Properties LLC; Maui Highlands Properties LL.C has conveyed to
Declarant and the Declarant will convey to the Association the right and license
to draw ground water from under the Ranch Land for the potable water use by
Hokulani Golf Villas and Nu'u Aina Estates in the aggregate amount of 99,000
gallons per day, subject to adjustment as provided in the Ranch Agreements.

(iv)  The Ranch has the right to require, and the Association shall have the

gbligation, to provide to the Ranch, untreated, “Temporary Excess Water” and

“Excess Potable Water” for the Ranch's own use as required by, and subject to
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the terms of the Ranch Agreements, said water to be in the form of non-potabie,
untreated water.

(v}  The Ranch is financially obligated to participate only in a portion of the
Association’s maintenance and operational costs with respect to said Temporary
Excess Water and Excess Potable Water, in accordance with the Water
Agreement (hereinafier called the “Ranch Contribution™).

7.02 Additional Terms and Conditions. In order to fully implement the Ranch
Agreements and to protect ali of the rights and interests of the Ranch thereunder,
Declarant hereby declares and establishes the following additional terms, covenants
and conditions for the benefit of, and enforceable by the Ranch (in addition fo any and
all other rights and remedies which the Ranch has or may have under the Ranch
Agreemenis),

(a)  lncorporation By Reference. Al of the Ranch Agreements are
hereby incorporated herein by reference.

{by  Amendment of Ranch Agreements. For as long as the period of
Declarant’s control shall continue in whole or in part under the terms of Section 5.02
above, the Declarant and the Ranch may amend any and all of the Ranch Agreements
in their sole discretion and the Association shall be bound by and shali comply with all of
the terms and conditions of each such amendment. During the period of Declarant’s
control under Section 5.02 above, each such amendment will be effective without any
consent of or joinder by the Association, unless Declarant in its discretion shall _
otherwise elect in writing. After the period of Declarant's control shall expire or shall be
terminated early at the Declarant’s election, the Declarant shall have no further rights or
authority under the Ranch Agreements and any amendments thereof shall be agreed
upon and executed only by any two officers of the Association, as may be authorized by
the Board, acting on behalf of the Association, and the Ranch (and its successors and
designees), without requiring the joinder or consent of any Property Owner, and each
such amendment shall be binding on all Property Owners.

{c) Amendments to These Covenants. As provided in Section 5.04
above, no amendment to these covenants shall be effective without the written consent
of the Ranch.

(d)  Conversion of the Association, At any time, the Ranch, or
Declarant in the sole and absolute discretion of either, and without requiring the consent
or joinder of any Owner or the Association, or any homeowners' association, may elect
to require the Association to establish or identify a separate Hawail limited liability
company or other entity (the ownership of which shall be designated by the Ranch or
Declarant), to operate the Common Facilities as a public utility which shall be regulated
under the Hawaii Public Utilities law, Hawaii Revised Statutes Chapter 269, as
amended, or any successor statute, upon and subject to the following terms and
conditions:
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(i) The Association shall take all such actions as promptly as
possible following the Ranch’s or Declarant’s notice to the Association to
do so.

{i  Upon approval of said entity and its operations by the State
of Hawaii Public Utilities Commission (or at such earlier time as may be
required by law or said Commission) the Association shall transfer and
assign to said entity the entire Common Facilities, all records and all
reserves and funds on hand and all receivables after payment of all
Association debts and obligations, all subject to, and with the benefit of the
Ranch Documents.

(iliy)  The Ranch may require that the “service area” in which the
said public utility shall be obligated to provide water service shall include
such lands {(owned by the Ranch or otherwise) which the Ranch shall
designate in its sole discretion, in addition to the lands then being actually
then served by the Association.

{iv)  All costs and expenses incurred in connection with said
conversion shall be paid by the Association.

(v)  The form of the conversion transaction may be determined
by legal counsel for the Association and approved by the Ranch, and may
include (by way of examples only), the formation of the public utility as a
new entity and the merger of the Association info said new entity if
applicable, the formation of the new entity followed by a transfer of ail
assets and liabilities of the Association to the new entity, or ather form of
transaction which may be permitted under Hawaii law. The officers of the
Association then serving shall be authorized to engage legal counsel,
execute ali documents, incur all expenses and take all other actions which
may be necessary or appropriate for the purpose of effectuating said
conversion; provided, however, that if the Ranch’s notice of conversion
shail have been received before the expiration or termination of the period
of Declarant’s control under Section 5.02, the Declarant, acting alone,
shall (through its duiy authorized representative) have the sole authority to
take all said steps and execute all said documents on behalf of the
Association, as may be necessary or appropriate to effectuate said
conversion.

(vi}  Unless and until said conversion shall take place, it is
understood and agreed by all parties that the Ranch’s receipt of
Temporary Excess Water and Excess Potable Water is not in the nature of
a purchase of said water from the Association since the Ranch is the
owner of the underlying water resource and it has licensed to Maui
Highlands Properties LLC (and thus to Declarant and then to the
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Association) oniy the water ailocation amount permitted by the Ranch
Agreements. Further, the Ranch holds the right to participate in the
management and operation of the Association as a member thereof in
addition to the special rights of consent and designation set forth in this
Article 7 and in Sections 3.02 and 5.04 above. Therefore the Ranch’s use
of water from the Common Facilities and its reimbursement of certain
expenses as set forth in 7.01{v) above are not deemed to be a “purchase”
of water service from the Association, but merely an agreed method to
implement the reasconable use of a water resource already owned by the
Ranch.

(vil)  Upon the transfer to the new entity under subparagraph (ii)
above and upon Public Utilities Commission approval being obtained and
the entity commencing water operations, the provisions of this Declaration
shaill no longer apply, except that (A) All member Properties shall continue
to be served as part of the entity’'s service area; (B) any provisians hereof
approved by the Public Utilities Commission shall continue to apply; and
(C) in all events the Ranch Agreements shall continue to apply.

(e) The Ranch Not An Operator. As provided in this Declaration, the
management and operation of the Common Faciiities shail be supervised, managed
and controlled solely by the Association, its officers and directors and its professional
managers. The Ranch shall have no liability or responsibility with respect to the
conduct of the management and operation of the Common Facilities or the
Association's affairs, and shall have no liability to any Property Owner or any other
person with respect to any errors, omissions, breaches or defaults by the Association,
its officers or directors or professional managers. The Assaciation shall indemnify,
defend and hold harmless the Ranch from and against ail actions, suits, investigations,
governmental proceedings, damages and claims filed against the Ranch, and for all
costs and expenses (including attorneys’ fees) incurred by the Ranch, by whomsoever
brought or made by reason of or arising out of (i) any act or omission of the Association
or any officer, director, agent or professional manager, of any person claiming by,
through or under the Association; (i) any mishap, fire, casualty or nuisance occurring or
made in connection with the Common Facilities or any easements or land areas
occupied by them or used in connection therewith; (iii) the operation, management,
repair, maintenance and replacement of any Common Facilities; or (iv) the Association's
breach, or breach by any of the Association’s officers, directors, agents or professional
managers, of any of the terms, conditions or obligations of any of the Ranch
Agreements or this Declaration.

if the Ranch without any fault on its part is made a party to any
litigation, investigation or governmental proceeding {other than condemnation
proceedings) commenced by or against the Association and arising out of the
Association’s operations, then the Association shall and will pay ali costs, expenses,
damages and reasonable attoreys’ incurred by or imposed on the Ranch by or in
connection with such litigation, investigation or governmental proceeding. The
tw 59566.2 .wd 17



Association shall also pay afl costs, expenses and reasonable attorneys’ fees which
may be incurred or paid by the Ranch in enforcing any covenant and agreement of this
Declaration or of any of the Ranch Agreements which may be breached by the
Association, including without limitation, costs of collection of rent, taxes and other
charges.

{f) Expansion of Common Facilities, As provided in the Ranch
Agreements, the Ranch has the right and option to require the capacity of the Common
Facilities to be increased to meet the Ranch’s additional water needs. Without limiting
the generality of anything herein to the contrary, the Association shall promptly take all
required actions with respect thereto as required by the Ranch Agreements.

(g)  Approvals of Managers. The Ranch shall have the right to approve
or disapprove the Agsociation's choice of professional operations manager and
professional financial manager.

(n)  Dispute Resolution. Reference is made to Article 21 of the Water
Agreement dated February 25, 2004, as amended, setting forth the method of resolving
disagreements and disputes between the Ranch and Maui Highlands Properties LLC. §
is agreed that, without limiting the generality of the foregoing or the Association's
unqualified acceptance and assumption of the Water Agreement as set forth above,
any disagreement or dispute which may arise between the Ranch and the Association
with respect to any of the Ranch Agreements or any other aspect of the legal
relationship between the Association and the Ranch, shall be subject to said Article 21.

) inspection and Record Keeping. The Association shall permit the
Ranch (and its agents and designees) o inspect the physical facilities at any time and
from time to time and to review the bocks and business records of the Association. In
addition, the Association shall provide to the Ranch copies of all financial statements,
periodic reports and other notices, materials and information which shall be sent to the
Owners of Properties from time to time, whether by way of annual reports, special
reports, notices and calls of meetings, proposed budgets, resoiutions and action items,
and similar materiais.

{j) Assignment or Transfer to the Association. The Ranch hereby
consents to Declarant’s assignment and transfer of the Common Facilities to the
Association and the delegation to the Association of any and all obligations and
liabilities of Declarant under the Ranch Agreements.

8. DISPUTE RESOLUTION.

Except as otherwise provided in Section 87 above, all disputes, claims and
disagreements involving the Association, Declarant or any Property which reiate to the
Common Facilities or their operation may be submitted to binding arbitration before a
single arbitrator in Wailuku, Hawaii under the auspices of Dispute Prevention &
Resolution, Inc., or other qualified dispute resolution agency.
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Executed the day and year first above written.

HIGHLANDS SERVICES LLC
By
Its:

“Deciarant”
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STATE OF HAWAI! )
)SS.

COUNTY OF MAUL )

On this day of , 20 , before me personally
appeared , o me personally known, who, being by
me duly sworn or affirmed, 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.
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EXHIBIT “A”

[Description of Lot 1-8]
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EXHIBIT “B"

[Description of Lot 2-B]
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EXHIBIT “C”

[Consent and Joinder]
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BYLAWS
OF
HIGHLANDS WATER ASSOCIATION, INC

ARTICLE |
MEMBERS

1. Membership. The members of the corporation shall consist of the
“OQwner” or “Owners” of record of “Properties”, each of which is a condominium
unit in Na Hokulani Golf Villas or in Nu'u Aina Estates, in Kihei, Maui, Hawaii, and
each condominium unit or subdivided lot to be created in the future in Other
Properties to be annexed to the Association, all as described in the HIGHLANDS
WATER ASSOCIATION DECLARATION OF COVENANTS, dated as of

, 20 , to be recorded in the Bureau of Conveyances of the
State of Hawaii, as amended from time to time (the “Covenants”}. Membership is
automatic and mandatory for each Owner of each Property. Said membership may
be transferred or encumbered only with and to the same extent as a transfer of an
interest in the Property to which it is appurtenant. In the event any interestin a
Property is conveyed or transferred without mention of said membership, said
membership shall be deemed to be automatically transferred with said Property
without further documentation.

Haleakala Ranch Company (and its successaors, assigns and designees)
is also a Member subject to the provisions of Article 6 of the Covenants.

2. VYoting Rights of Members. Each Property shall have one vote. Votes
may be cast in person or by proxy by the respective Property “Owners” (as that
term is defined in the Covenanis). An executor, administrator, guardian or trustee
of any Property Owner may cast the vote for said Property, provided that he or she
shall first present evidence satisfactory to the Secretary of the corporation that he
or she holds and controls the vote of said Property in such capacity. The vote for
any Property owned of record by two or more persons may be exercised by any
one of them present at any meeting in the absence of protest by any other owner
of said Property; but in the case of protest, each co-Owner shall be entitled to only
a share of such vote in proportion to his or her ownership in said Property.

ARTICLE 1I
MEETING OF MEMBERS

1. Annual Meeting. An annual meeting of the members shall be held on
a date to be determined by the Board for the purpose of electing directors and for
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the transaction of such other business as may come before the meeting. If the
election of directors shall not be held on the day designated herein for any annual
meeting, or at any adjournment thereof, the Board of Directors shall cause the
election to be held at a special meeting of the members as soon thereafter as

conveniently may be heid.

2. Special Meetings. Special mesetings of the members may be called by
the president, the Board of Directors or by members owning not less than three (3)

Properties.

3. Place of Meetings. The Board of Directors may designate any place
on the Island of Maui, as the place of meeting for any annual meeting or for any
special meeting called by the Board of Directors. If no designation is made or if a
special meeting be otherwise called, the place of meeting shall be the registered
office of the corporation in the State of Hawaii; but if all of the members shall mest
at any time and place on the Island of Maui and consent to the holding of a
meeting, such meeting shall be valid without call or notice, and at such meeting
any corporate action may be taken,

4. Natice of Meetings. Written or printed notice stating the place, day
and hour of any meeting of members shall be delivered, either personally or by
mail, to each member entitled to vote at such meetings, not less than 10 nor more
than BO days before the date of such meeting, by or at the direction of the
president, or the secretary, or the officers or person calling the mesting. In case of
a special meeting, the purpose or purposes for which the meeting is called shall be
stated in the notice. If mailed, the notice of a meeting shall be deemed to be
delivered when deposited in the United States mail addressed to the member at his
address as it appears on the records of the corporation, with postage thereon

prepaid.

5. Action by Members Without a Meeting. Any action required or
permitted under Chapter 414D, Hawaii Revised Statutes, as amended, to be taken
at a meeting of the members, may be taken without a meeting if a consent in
writing, setting forth the action so taken, is signed by 80% of the members
entitled to vote on the subject matter thereof,

6. Quorum. The members holding a majority of the total outstanding
votes which may be cast at any meeting shall constitute a quorum at such
meeting. If a quorum is not present at any meeting of members, a majority of the
members present may adjourn the meeting from time to time without further

notice,
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7. Proxies.

{a) At any meeting of members, a member entitied to vote may
vote by proxy executed in writing by the member or by the Owner’s duly
authorized attorney-in-fact.

(b) A proxy shall be in writing and shall be valid only for a specified
meeting of the Association and any adjournments of that meeting.

{c) A member of the Association may give a proxy to any person or
the Board of Directors as an entity, and the proxy may be limited as indicated by
the member. No proxy shall be irrevocable unless:

{1)  The proxy is coupled with a financial interest in the
Property; or

(2)  The proxy is held pursuant to a first mortgage of record
encumbering a Property or an agreement of sale affecting
a Property.

{d) A proxy, to be valid, must:

{1 Be delivered by mail, personal delivery, facsimile or other
electronic transmission to the secretary of the
Association or the managing agent, if any, no later than
the start of the meeting to which it pertains;

(2) Contain at least the name of the Association, the date of
the meeting of the Association, the printed name and
signature of the person or persons giving the proxy, the
Property or Properties for which the proxy is given, and
the date that the proxy is given; and

{3) Contain boxes wherein the Owner has indicated that the
proxy is given:

(A} For quorum purposes only;

{B) To the individual whose name is printed on a
line next to this box;
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{C) To the Board of Directors as a whole and
that the vote be made on the basis of the
preference of the majority of the Board; or

(D)  To those directors present at the meeting
and the vote to be shared with each Board
member receiving an equal percentage.

8. Voting By Mail. When directors are to be eiected or removed or any
other action is to be taken by members, the vote upon any such election, removal,
or other action may be conducted by mail in such manner as the Board of Directors

shall determine.

9. Rules of Order. All meetings of the Association shall be conducted in
accordance with the most recent edition of Robert’s Rules of Order, Newly
Revised.

ARTICLE 1!
BOARD OF DIRECTORS

1.  Number, Tenure and Qualification. The number of directors shall
initially be set at five, and may be increased from time to time by vote of the
members, but shall never be less than five.

Two directors shall be elected by special vote of only those members
who are Owners of Properties in Hokulani Golf Villas; two directors shall be elected
by special vote of only those members who are Qwners of Properties in Nu‘u Aina
Estates; and the fifth director shail be appointed by Haleakala Ranch Company (or
in the absence of such appointment, by a vote of the general membership, i.e. of
all Owners). Upon the annexation of each Annex Property as provided in Section
3.02 of the Covenants, which shali be a subdivision or a condominium property
regime, the total number of directors shall be increased by two, and said two
directors shall be elected by special vote of those members who are Owners of
Properties in said subdivision or condominium property regime.

Each director shali hold office until the next annual meeting and until
his or her successor shall have been elected and qualified.

2. Vacancy. Any vacancy in the Board of Directors occurring during the
year, including a vacancy created by an increase in the number of directors, may
be filled for the unexpired portion of the term by the affirmative vote of the
majority of the remaining Board of Directors then serving. Any director so elected
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by the Board of Directors shall hold office until the next succeeding annual meeting
of the members of the corporation or until the election and qualification of his

SUCCEessor.

ARTICLE IV
MEETINGS OF DIRECTORS

1. Regular Meetings. A regular annual meeting of the Board of Directors
shall be held without other notice than these Bylaws, immediately after, and at the
same place as, the annual meeting of members. The Board of Directors may
provide by resolution the time and place, either within or without the State of
Hawaii, for the holding of additional regular meetings of the Board without other
notice than such resolution.

2. Special Meetings. Special meetings of the Board of Directors may be
called by or at the request of the president or any two directors. The person or
persons authorized to call special meetings of the Board may fix any place, either
within or without the State of Hawaii, as the place for holding any special meeting
of the Board called by them. '

3. Notice. Notice of any special meeting of the Board of Directors shall
be given at least two days previously thereto by written notice delivered personally
or sent by maii, facsimile or other electronic transmission to each director at his
address as shown by the records of the corporation. If mailed, such notice shall be
deemed {0 be delivered when deposited in the United States mail in a sealed
envelope so addressed, with postage thereon prepaid. Any director may waive
notice of any meeting. The attendance of a director at any meeting shall
constitute a waiver notice of such meeting, except where a director attends a
meeting for the express purpose of objecting to the transaction of any business
because the meeting is not lawfully called or convened. Nsither the business 1o
be transacted at, nor the purpase of, any regular or special meeting of the Board
need be specified in the notice or waiver of notice of such meeting, unless
specifically required by law or by these Bylaws.

4. Quorum. At all meetings of the Board of Directors a majority of the
directors shall be necessary and sufficient to constitute a quorum for the
transaction of business and the act of a majority of the directors present at any
meeting at which there is a quorum shall be the act of the Board of Directors,
except as may be otherwise specifically provided by statute or by these Bylaws. [f
at any meeting there is less than a quorum present, a majority of those present
may adjourn the meeting from time to time without further notice to any absent

director.
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5. Action by Directors Without a Meeting. Any action required or
permitted under Chapter 414D, Hawaii Revised Statutes, as amended, to be taken
at a meeting of the Board of Directors, may be taken without a meeting if a
consent in writing, setting forth the action so taken, is signed by all of the

directors.

6. Compensation. Directors shall not receive any stated salary for their
services as such. Travel and other expenses of attending meetings shall not be
reimbursed. The Board of Directors shall have power in its discretion to contract
for and pay to directors rendering unusual or exceptional services to the
corporation special compensation appropriate fo the value of such services.

7. Ruies of the Order. All meetings of the Board shall be conducted in
accordance with the most recent edition of Robert’s Rules of Order.

ARTICLE V
OFFICERS

1. Officers. The officers of the corporation shall be a president, a vice-
president, a secretary, a treasurer and such other officers as may be elected in
accordance with the provisions of this Article. The Board of Directors may elect or
appoeint such other officers, including one or more assistant secretaries and one or
more assistant treasurers, as it shall deem desirable, such officers to have the
authority and perform the duties prescribed, from time to time, by the Board of
Directors. Except for the president and vice president, officers need not be
members of the Board of Directors. Any two or more offices, other than that of
president and vice president, may be held by the same individual.

2. Election and Term of Office. The officers of the corporation shall be
elected annually by the Board of Directors at the regular annual meeting of the
Board of Directors. If the election of officers shall not be held at such meeting,
such election shall be held as soon thereafter as conveniently may be. New offices
may be created and filled at any meeting of the Board of Directors. Each officer
shall hold office until his successor shall have been duly elected and shall have

qualified.

3. Removal. Any officer elected or appointed by the Board of Directors
may be removed by the Board of Directors whenever in its judgment the best
interests of the carporation would be served thereby, but such removal shall be
without prejudice to the contract rights, if any, of the officer so removed.
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4, Vacancies. In case any office of the corporation becomes vacant by
death, resignation, retirement, disqualification, or any other cause, the majority of
the Directors then in office, although less than a quorum, may elect an officer to fill
such vacancy, and the officer so elected shall hold office and serve until the first
meeting of the Board of Directors next succeeding and until the election and
qualification of his successor.

5. President. The president shall be the principal executive officer of the
corporation and shall in general supervise and contro! all the business and affairs of
the corporation. He shall preside at all meetings. He may sign, with the secretary
or any other proper officer of the corporation authorized by the Board of Directors,
any deeds, mortgages, bonds, contracts, or other instruments which the Board of
Directors has authorized to be executed, except in cases where the signing and
execution thereof shall be expressly delegated by the Board of Directors or by
these Bylaws or by statute to some other officer or agent of the corporation; and in
general he shall perform all duties incident to the office of president and such other
duties as may be prescribed by the Board of Directors from time to time.

6. Vige-President. In the absence of the president or in the event of his
inability or refusal to act, the vice-president (or in the event there be more than one
vice-president, the vice-presidents in the order of their election) shall perform the
duties of the president, and when so acting, shall have all the powers of and be
subject to all the restrictions upon the president. Any vice-president shall perform
such other duties as from time to time may be assigned to him by the president or
by the Board of Directors.

7. Treasurer. The treasurer shall have the custody of all funds, property,
and securities of the corporation, subject to such regulation as may be imposed by
the Board of Directors. He may be required to give bond for the faithfui
performance of his duties, in such sum and with such surety as the Board of
Directors may require. He shall enter regularly on the books of the corporation to
be kept by him for the purpose, full and accurate account of all monies and
obligations received and paid or incurred by him for or on account of the
corporation, and shall exhibit such books at all reasonable times to any directors on
application at the offices of the corporation. He shall, in general, perform all the
duties incident to the office of treasurer, subject to the control of the Board of
Directors.

8. Secretary. The secretary shall have charge of such books, documents
and papers as the Board of Directors may determine and shall have the custody of
the corporate seal, if any, He shall attend and keep the minutes of all the meetings
of the Board of Directors of the corporation. He may sign with the president or
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vice-president in the name and on behalf of the corporation any contracts or
agreements authorized by the Board of Directors, and when so authorized or
ordered by the Board of Directors, he may affix the seal of the corporation, if any,
to any contracts or agreements. He shall, in general, perform all the duties incident
to the office of secretary, subject to the control of the Board of Directors, and
shall do and perform such other duties as may be assigned to him by the Board of

Directors.

9. Assistant Treasurers and Assistant Secretaries. f required by the
Board of Directors, the assistant treasurers shall give bonds for the faithful
discharge of their duties in such sums and with such sureties as the Board of
Directors shall determine. The assistant treasurers and assistant secretaries, in
general, shall perform such duties as shall be assigned to them by the treasurer or
the secretary or by the president or the Board of Directors.

ARTICLE VI
COMMITTEES

1. Committees of Directors. The Board of Directors, by resolution
adopted by a majority of the directors in office, may designate and appoint one or
more committees, each of which shall consist of two or more directors, which
committees, to the extent provided in said resolution, shall have and exercise the
authority of the Board of Directors in the management of the corporation; provided,
however, that no such committee shall have the authority of the Board of Directors
in reference to amending, aitering or repealing the Bylaws, electing, appointing or
removing any member of any such committee or any director or officer of the
corporation; amending the Articles of incorporation; restating the Articles of
Incorporation; adopting a plan of merger; adopting a plan of consolidation with
another corporation; or authorizing the sale, lease, exchange or mortgage of all or
substantially all of the property and assets of the corporation; authorizing the
voluntary dissolution of the corporation or revoking proceedings therefor; adopting
a plan for the distribution of the assets of the corporation; or amending, altering or
repealing any resolution of the Board of Directors which by its terms provides that
it shali not be amended, altered or repealed by such committee. The designation
and appointment of any such committee and the delegation thereto of authority
shall not operate to relieve the Board of Directors, or any individual director, of any
responsibility imposed upon it or him by law.,

2. QOther Committees. Other committees not having and exercising the
authority of the Board of Directors in the management of the corporation may be
designated by a resolution adopted by a majority of the directors present at a
meeting at which a quorum is present. Except as otherwise provided in such
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resolution, members of each such committee shall be members of the corporation,
and the president of the corporation shall appoint the members thereof. Any
member thereof may be removed by the person or persons authorized to appoint
such member whenever in their judgment the best interest of the corporation shall
be served by such removal.

3. Term of Office. Each member of a committee shall continue as such
until the next annual meeting of the members of the corporation and until his
successor is appointed, unless the committee shall be sooner terminated, or unless
such member be removed from such committee, or unless such members cease to
qualify as a member thereof.

4, Chairman. One member of each committee shall be appointed
chairman by the person or persons authorized to appoint the members thereof.

5. Vacancies. Vacancies in the membership of any committee may be
filled by appointments made in the same manner as provided in the case of the
original appointments.

6. Quorum. Unless otherwise provided in the resolution of the Board of
Directors designating a committee, a majority of the whole committee shall
constitute a quorum and the act of a majority of the members present at a meeting
at which a quorum is present shall be the act of the committee.

7. Rules. Each committee may adopt rules for its own government not
inconsistent with these Bylaws or with rules adopted by the Board of Directors.

ARTICLE Vil
INDEMNIFICATION OF OFFICERS AND DIRECTORS

1. Non-Derivative Actions. The corparation shall indemnify each person
who was or is a party or is threatened to be made a party to any threatened,
pending or completed action, suit or proceeding, whether civil, criminal,
administrative or investigate {other than an action by or in the right of the
corporation) if that person is or was a director or officer of the corporation, against
expenses {including attorneys’ fees), judgments, fines, settlements and other
amounts actually and reasonabiy incurred in connection with the proceeding if the
person acted in good faith and in a manner the person reasonably believed to be in
or not opposed to the best interests of the corporation, and, with respect to any
criminal proceeding, had no reasonable cause to believe the conduct of the person
was unlawful. The termination of any proceeding by judgment, order, settlement,
conviction, or upon a plea of nolo contendere or its equivalent, shall not, of itself,
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create a presumption that the person did not act in good faith and in a manner
which the person reasonably believed to be in or not opposed to the best interests
of this corporation and, with respect to any criminal action or proceeding, had
reasonable cause to believe that the person's conduct was unlawful.

2. Derivative Actions. The corporation shall indemnify each person who
was or is a party or is threatened to be made a party to any threatened, pending or
complete action or suit by or in the right of the corporation to procure a judgment
in its favor because that person is or was a director or officer of the corporation,
against expenses {including attorneys’ fees) actually and reasonably incurred by the
person in connection with the defense or settlement of the action if the person
acted in good faith and in a manner the person reasonably believed to be in or not
opposed to the best interests of this corporation; except that no indemnification
shall be made in respect of any claims, issue, or matter as to which the person
shall have been adjudged to be liable for negligence or misconduct in the
performance of the person’s duty to this corporation uniess and only to the extent
that the court in which that action or suit was brought shall determine upon
application that, despite the adjudication of liability but in view of all the
circumstances of the case, the person is fairly and reasonably entitled to indemnity
for such expenses as the court deems proper.

3. Authorization. Any indemnification under Section 1 and 2 of this
Article {unless ordered by a court) shall be made by the corporation only if
authorized in the specific case upon a determination that indemnification of the
director or officer is proper in the circumstances because the director or officer has
met the applicable standard of conduct set forth in Section 1 or 2. The
determination shall be made (a) by the Board of Directors by a majority vote of a
quorum consisting of Directors who were not parties to the proceeding, or (b} if a
quorum is not obtainable, or, even if obtainable if a quorum of disinterested
directors so directs, by independent legal counsel in a written opinion to the
corporation, or {c} by a majority vote of the members (if any); or (d) by the court in
which the proceeding is or was pending upon application made by the corporation
or the director or officer or the attorney or other person rendering services in
connection with the defense, whether or not the application by the director,
officer, attorney, or other person is opposed by this corporation.

4. Advance Payments. Expenses incurred in defending any proceeding
may be paid by the corporation in advance of the final disposition of the proceeding
as authorized by the Board of Directors in a particular case upon receipt of an
undertaking by or on hehalf of the director or officer to repay such amount unless it
shall ultimately be determined that the director or officer is entitled to be
indemnified by the corporation as authorized in this Article.
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5. Qther Rights. The indemnification provided by this Article shall not be
deemed exclusive of any other rights to which those indemnified may be entitled
and shall continue as to a person who has ceased to be a director or officer and
shall inure to the benefit of the heirs and personal representative of such a person.

6. Insurance. The corporation shall have the power to purchase and
maintain insurance on behalf of any director or officer of the corporation, against
any liability asserted against or incurred by the director’s or officer’s status as
such, whether or not the corporation would have the power to indemnify the
director or officer against liability under this Article.

ARTICLE Vil
CONTRACTS, CHECKS, DEPOSITS AND FUNDS

1. Contracts. The Board of Directors shall enter into and administer all
contracts with qualified professional water system operators as required by Section
3.04 of the Covenants, and ali contracts with qualified professional management
firms for business and financial management services as required by Section 3.06
of the Covenants, and may authorize any officer or officers, agent or agents of the
corporation, in addition to the officers so authorized by these Bylaws, to enter into
any other contract or execute and deliver any instrument in the name of and on
behalf of the corporation, and such authority may be general or confined to specific

instances.

2. Checks, Drafts, Etc. All checks, drafts or orders for the payment of
money, notes or other evidences of indebtedness issued in the name of the
corporation, shall be signed by such officer or officers, agent or agents of the
corporation and in such manner as shall from time to time be determined by
resolution of the Board of Directors. In the absence of such determination by the
Board of Directors, such instruments shall be signed by the treasurer or an
assistant treasurer and countersigned by the president or a vice-president of the

corporation.

3. Deposits. All funds of the corporation shall be deposited from time to
time to the credit of the corporation in such banks, trust companies or other
depositories as the Board of Directors may select.

4, Gifts. The Board of Directors may accept on behalf of the corporation
any contribution, gift, bequest or devise for the general purposes or for any special
purpose of the corporation.
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ARTICLE IX
BOOKS AND RECORDS

The corporation shall keep correct and complete books and records of
account and shall also keep minutes of the proceedings of its members, Board of
Directors and committees having any of the authority of the Board of Directors,
and shall keep at the registered or principal office a record giving the names and
addresses of the members entitled to vote. All books and records of the
corporation may be inspected by any member, or his agent or his attorney for any
proper purpose at any reasonable time.

ARTICLE X
FISCAL YEAR

The fiscal year of the corporation shall begin on the first day of January
and end on the last day of December in each year.

ARTICLE XI
ASSESSMENTS AND ENFORCEMENT

1. Responsibility for Maintenance and Qperations of Water System.
Each Property shall be liable for an equal share of the common expenses of the
corporation for the maintenance, repair and operation of the corporate property and
water system facilities and the expenses of operating the Association. The
Association may make special assessments against any Property for any
extraordinary costs or expenses caused by the act or omission of the Owner or
occupant of said Property under circumstances where it would be unfair in the
reasonable discretion of the Board of Directors to assess said cost to all Properties
as a common expense.

See Article 6 of the Covenants for the contribution obiigation of
Haleakatla Ranch Company, under certain circumstances,

2. Mechani¢s. The Board of Directors and its hired professionals shall
formulate business plans and budgets as required by Section 3.06 of the
Covenants, and shall manage the assessments and collection of expenses in
accordance with the Covenants. The Board shall provide appropriate periodic
reports or summaries of its financial transactions and status of collections.

3. Defaults in the Payments of Assessments. Each assessment of
expenses by the Association shall be a separate, distinct and personal debt of the
Owners of a Property (or in the case of muitipie Owners of a Property, each Owner
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jointly and severally) against which the same is assessed. [f the Qwner shall fail to
pay his assessment when due, then said Owner shall pay an additional assessment
of $100.00 (or such other fine or fines adopted by the Board of Directors from time
to time) for each such failure and all delinguent assessments shall bear interest at
the rate of 1-1/2% per month from the assessment due date (or the highest rate
permitted by Hawaii law, if such highest rate is less than 1-1/2% per month).

In the event of a default or defaults by the Owners of any Property,
and in addition to any other remedies provided by law, the Board may enforce such
obligation by bringing a suit or suits at law to enforce each such assessment
obligation and may enforce a lien on said Property as provided in the Covenants
and/or may obtain against said Property an ex parte attachment in any appropriate
court to further secure said obligation. Any such action shall be brought in the
name of the Board or the Corporation, and the Corporation shall be entitied to
recover from the defendant, as part of any judgment, additional compensation in
the amount of the Corporation’s or Board’s attorney’s fees and costs in prosecuting
the action. The Owner of each Property by accepting a deed to his ar her Property
(or other interest therein) hereby expressly consents to these provisions and the
right of the Board as set forth herein and expressiy consents to the imposition of a
lien or an ex parte attachment {without notice or service of process) against his or
her Property at any time to enforce said obligations. Said lien or attachment,
however, shall be junior and subordinate in lien priority to the lien of any mortgage
or other encumbrance which shall have been in existence and duly recorded in said
Bureau of Conveyances prior to the date the Corporation’s notice of lien or
attachment is recorded. Said lien may be enforced by judicial foreclosure or power
of sale in the same manner as a mortgage is enforced under Hawaii law, as

amended from time to time,

The Board may also levy special assessments against all of the
Properties under its authority for the purpose of meeting attorney’s fees and costs
in connection with such legal action,

4, Enforcement. The Board shall have the right, as a common expense
to enforce any other defaults under the Covenants and may adopt, collect and
enforce fines for such violations. Fines shall be a lien on the Property against
which it is assessed.

5, Notice. The address of each Property Owner as it appears on the
records of the Corporation and as may be changed from time to time by written
notice to the Corporation by any Property Qwner shall constitute the official
address of said Property Owner. Without limiting the generality of the provisions
of Sections 5,07 and 5.08 of the Covenants, said address may be conclusively
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relied upon by the Board in notifying Owners of assessments, defaults and other
matters, and for the service of process. Service of process may be carried out
through registered mail, addressed to the particular Property Owner at his or her

said address.

6. Statements. The Board will, when requested, issue written
statements to purchasers or mortgagees of Properties stating whether or not the
assessments against said Property have been paid to the date of the statement,
and if not, the amount owed, together with any additional information that may be
reasonably requested concerning the account of said Property.

7. Special Terms Concerning Haleakala Ranch Company. The lien and
enforcement provisions of this Article X| shall not apply to Haleakala Ranch
Company with regard to its contribution obligations under Article 6 of the
Covenants, but the Association may pursue conventional legal and equitable
remedies for coilection through a court of competent jurisdiction. However, the
lien and enforcement provisions of this Article Xl shall apply to Owners of
Properties in subdivisions and condominium property regimes which shall be
annexed to this Association under Section 3.02 of the Covenants.

ARTICLE XIi
MANAGING AGENT

The Board may employ responsible Hawaii Managing Agents as
required by the Covenants or by applicable laws or regulations, under such terms
and conditions as the Board deems appropriate, to manage and control the water
system, subject at all times to direction by the Board, with such administrative
functions and powers as shall be delegated to said Managing Agents by the Board
consistently with the Covenants.

ARTICLE XHI
SEAL

The corporation may have a seal of such form as the Board of
Directors may from time to time determine, which seal shall be in the custody of
the secretary. The Board of Directors may change the form of the seal or the
inscription thereon at pleasure.
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ARTICLE XIv
WAIVER OF NOTICE

Whenever any notice is required to be given under the provisions of
the Hawaii Nonprofit Corporation Act or under the provisions of the Articles of
Incorporation or the Bylaws of the corporation, a waiver thereof in writing signed
by the person or persons entitled to such notice, whether before or after the time
stated therein, shall be deemed equivalent to the giving of such notice.

ARTICLE XV
AMENDMENT TO BYLAWS

These Bylaws may be altered, amended or repealed and new Bylaws
may be adopted by the affirmative vote or the written consent of the Owners of
not less than 75% of all Properties and the written consent of Haleakala Ranch
Company or its designee.

ARTICLE XVI
COOPERATION WITH HOMEOWNERS’ ASSOCIATIONS

The Association may, in the discretion of the Board cooperate with the Na
Hokulani Goif Villas Apartment Owners Association and the Association of
Apartment Owners of Nu'u Aina Estates and with the associations governing each
additional subdivision and condominium property regime which shall be annexed to
the Association, in management and fiscal administration matters where
efficiencies and convenience may be achieved, such as, for example, joint billings
and collections of common expense assessments.
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ADOPTION OF BYLAWS

We, the undersigned directors of the corporation, on this day of
, 20 . do hereby adopt the foregoing provisions as the
Bylaws of said corporation.

1w 35388 -1 6-



o EXHIBIT N
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ARTICLES OF INCORPORATION

{Section 4140-12, Hawai Ravised Statutes)

PLEASE TYPE OR PRINT LEGIBLY IN BLACK INK

The undersigned, desiring {o form a nonprofit corporation under the laws of the State of Hawail, certify as follows:

The name of the corporation shail be:

Highlands Water Association, Inc.

The mailing address of the corporation's initial principal office is:

3220 South Kihei Road, Kihei, Hawaii 96753

i

The corporation shall have and continuously maintain in the State of Hawail a registered office and a registered agent. The
agent may be an individual resident of Hawail, a domestic enfity or a foreign entity authorized to transact business in the
State, whose business office is identical with the registered office.

& The name (and state or country of incorporation, formation or organization, if applicable) of the corporation’s
registered agent in the State of Hawaii is:

{Nama of Registered Agant} {State or Country}

b.  The street address of the corporation’s initial registered office in the State of Hawaii is;




www. BusinessRecisanions.cou FORM DNP-1
172008

v
The name and address of each incorporator is:
Name Addres:
v
Please check one:
The corporation has members,
D The corporation has no members.
Vi

The corporation is nonprofit in nature and shall not authorize or issue shares of stock. No dividends shall be paid and no part of
the income or profit of the corporation shall be distributed to its members, directors, or officers, except for services actually
rendered to the corporation, and except upon liquidation of its property in case of corporate dissolution.



Vii
CORPORATE PURPOSES

The primary purposes for which the corporation is formed are as follows:

1. To acquire, own, maintain, and operate a water system under the
Highlands Water Association Declaration of Covenants, dated ,
2006, recorded in the State of Hawaii Bureau of Conveyances as Document No.

{the “Declaration”) and any amendments thereto, and to manage
and maintain said common facilities and all easement areas appurtenant to said
facilities, including the collection and disbursement of funds necessary for such
management and operation.

2. In connection with the foregoing, to transact any and all other lawful
business for which nonprofit corporations may be incorporated under the Hawaii
Nonprofit Corporation Act, Chapter 414D of the Hawaii Revised Statutes, as the
same may hereafter be amended.

The corporation shall have all powers permitted to nonprofit
corporations under the laws of the State of Hawaii, in addition to those powers
more particularly described in the Bylaws of this corporation,

Vill
RESTRICTIONS

The corporation is not organized for profit, shall not issue any stock, and
shall pay no dividends. No part of the assets, income or earnings of the
corporation shall be distributed to its members, directors, or officers, except that
the corporation shall be authorized and empowered to pay reasonable
compensation for services actually rendered to the corporation as approved from
time to time by the Board of Directors, to make reimbursement for expenses
actually incurred in service of the corporation and to make payments and
distributions in furtherance of the purposes for which this corporation is organized.

IX
BOARD OF DIRECTORS

There shall be a Board of Directors consisting of not less than five {5)
persons, each of whom shall be a member of the corporation or officer or
employee of a member of the corporation, unless otherwise specified in the
Bylaws. The number of directors may be changed as provided in the Bylaws.
Directors shali be elected or appointed in the manner provided for in the Bylaws.
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The Board of Directors shall, except as limited in the Bylaws, have ali powers
necessary or proper to carry out all of the activities of the corporation, and the
Directors may delegate such powers as they see fit, so long as such delegation is
not prohibited by the Bylaws or by law.

The number of Directors constituting the initial Board of Directors is five (5).
The initial Directors of the corporation, along with the residence address of each,
who shall hold office until their successors are duly elected and qualified pursuant
to the Bylaws, are as follows:

Name Residence Address
1.
2.
3.
4.
5.
X
OFFICERS

The officers of the corporation shall consist of a president, vice president,
secretary and treasurer, along with such other officers as may be provided for in
the Bylaws. The officers shall have the powers, perform the duties and be elected
or appointed in the manner provided for in the Bylaws, Any person may hold two
or more offices in the corporation unless forbidden to do so by the Bylaws or by
law, provided that not less than two {2) persons be officers.

The initial officers of the corporation, along with the residence address of
each, who shall hold office until their successors are duly elected and qualified
pursuant to the Bylaws, are as follows:

Office Name Address
President

Vice President
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Secretary

Treasurer

Xl
MEMBERS

The corporation shall have members. A person shall be a member if he or
she: (a) is an owner of a condominium unit in Na Hokulani Golf Villas or Nu'u Aina
Estates, or a subdivided lot or condominium unit in a project which shall be
annexed to this Association as provided in the Declaration; {b) has a residence or
improvements actually connected to the Common Facilities by the owner’s service
lateral; (c) is receiving water service from the corporation; and {d) is in good
standing with the corporation in the payment of common expenses {as determined
by the Board of Directors). Haleakala Ranch Company or its designee is also a
Member as provided in the Declaration. The membership in this corporation may
be transferred or encumbered only with and to the same extent as a transfer of an
ownership interest in a home. In the event any interest in a home is conveyed
without mention of this membership, this membership shall be deemed to be
automatically transferred with said home. A person’s membership shall terminate
at such time as said person shall no longer meet all of the criteria for membership
stated above. New members may be established by the Board of Directors from
time to time based on the above-stated criteria.

Xil
LIABILITY AND INDEMNIFICATION OF OFFICERS AND DIRECTORS

A. No Liability to Corporation. No director or officer of the corporation
and no person serving at the request of the corporation as a trustee, director or
officer of another corporation, partnership, joint venture, trust or other enterprise,
and no heir or personal representative of any such person, shall be liable to the
corporation for any loss or damage suffered by it on account of an action or
omission by such person as trustee, director or officer if such person acted in good
faith and in a manner reasonably believed to be in or not opposed to the best
interests of this corporation, unless, with respect to an action or suit by or in the
right of the corporation to procure a judgment in its favor, such person shall have
been adjudged to be liable for gross negligence or willful misconduct in the
performance of his or her duty in this corporation.
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B, indemnity.

1. The corporation shall indemnify each person who was or is a
party or is threatened to be made a party to any threatened, pending or completed
civil, criminai, administrative or investigative action, suit or proceeding (other than
an action by or in the right of the corporation), by reason of the fact that such
person is or was a director or officer of the corporation or is or was serving in such
capacity at the request of the corporation in any other corporation, partnership,
joint venture, trust or other enterprise, against expenses, attorneys' fees,
judgments, fines and amounts paid in settlement, actually and reasonably incurred
by such person in connection with such action, suit or proceeding, if such person
acted in good faith and in a manner he or she reasonably believed to be in or not
opposed to the best interests of the corporation, and, with respect to any criminal
action or proceeding, had no reasonable cause to believe his or her conduct was
unfawful. The termination of any action, suit or proceeding by judgment, order,
settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall
not, of itself, create a presumption that such person did not act in good faith and in
a manner which such person reasonably believed to be in or not opposed to the
best interests of the corporation and, with respect to any criminal action or
proceeding, had reasonable cause to believe that his or her conduct was unlawful.

2. The corporation shall indemnify each person who was or is a
party or is threatened to be made a party to any threatened, pending or completed
action, suit or proceeding by or in the right of the corporation by reason of the fact
that such person is or was a director or officer of the corporation or is or was
serving in such capacity at the request of the corporation in any other corporation,
partnership, joint venture, trust or other enterprise against expenses and attorneys'
fees actually and reasonab!y incurred by such person in the defense or settlement
of such action or suit if such person acted in good faith and in a manner he or she
reasonably befieved to be in or not opposed to the best interests of the corporation;
provided that no indemnification shall be made in respect of any claim, issue, or
matter above which such person is adjudged to be liable for gross negligence or
willful misconduct in the performance of his or her duly to the corporation unless
and only to the extent that the court in which such action or suit was brought
determines upon application that, despite the adjudication of liability but in view of
all circumstances of the case, such person is fairly and reasonably entitled to
indemnity for such expenses and attorneys' fees which such court deems proper.

3. To the extent that a person seeking indemnification under

Section XIHB){(1) or XH(B)(2) above has been successful on the merits or otherwise
in defense of any action, suit or proceeding, or any claim, issue or matter thereto,
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the corporation shall indemnify such person against expenses and attorneys' fees
actually and reasonably incurred in connection therewith.

4, The corporation shall make indemnification payments to or on
behalf of the person seeking them only if authorized in the specific case upon a
determination that indemnification of such person is proper because such person
meets the applicable standards of conduct set forth in Section XI(B){(1) or XII(B}{2)
above. Such determination may be made (1) by the Board of Directors by a
majority vote of a quorum consisting of directors who were not parties to such
action, suit or proceeding, or {2} if such quorum is not obtainable, or if a quorum of
disinterested directors so directs, by independent legal counsel in a written opinion
to the corporation or {3) by the court in which such action, suit or proceeding was
pending upon application made by the corporation or the person seeking
indemnification or the attorney or other person rendering services in connection
with the defense, whether or not such application is opposed by the corporation.

5. The Board of Directors may, in its discretion, authorize payment
in advance of final disposition of an action, suit or proceeding for the expenses and
attorneys' fees incurred by a person seeking indemnification under Section XIH{B}{(1)
or XII{B}(2) above, provided that such person delivers a written undertaking to
repay such amount unless it is ultimately determined that such person is entitled to
be indemnified under this Section XII{(B).

6. The indemnification provided by this Section XII{B) shall not be
deemed exclusive of any other rights to which those seeking indemnifications are
entitled under any Bylaws, agreement, vote of disinterested directors or otherwise,
both as to action in a person's official capacity and as to action in another capacity
while holding such office, and shall continue as to a person who ceases to be a
director or officer and shall inure to the benefit of his or her heirs, executors and

administrators.

7. The corporation may purchase and maintain insurance on behalf
of any person described in Section X1l{B){1) or XII(B}{2) above against any liability
asserted against or incurred by such person in any such capacity or arising out of
his or her status as such, whether or not the corporation would have the power to
indemnify the person against such liability under this Section XIi(B).

Xl
CORPORATE LIABILITY

The property of the corporation shall alone be liable in law for the debts and
liabilities of the corporation. The members, officers and directors of the
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corporation shall incur no personal liability for said debts and liabilities by reason of
membership or position.

XV
BYLAWS

The Bylaws shall be adopted by the Board of Directors of the Corporation.
The Bylaws may be altered, amended or repealed by the members of the
corporation, in the manner specified by the Bylaws.

XV
AMENDMENT

These Articles shali be subject to amendment from time to time in the
manner provided by law.

The undersigned certifies under the penalties of Section 414D-12, Hawaii Revised Statutes, that the undersigned has read the
above statements and that the same are true and correct.

Signed this day of
TyperPrint Hmve of InCorporaton (TYPR/PHnk Nane of INGRTRFIRaT
(Signatre of INComoneion Eionatirs of incovporaion)

SEE INSTRUCTIONS PAGE. The articles must be signed by at least one individual {incorparator),
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