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OVERVIEW

Why should | read this
brochure?

Why should | examine the
lease?

In the State of Hawaii, many residential condominium and coopera-
tive apartments (units) are leasehold. With a leasehold property, most
costs of development are applied towards buildings and other im-
provements rather than to land acquisition. As a result, residential
leasehold projects have been popular with developers, investors, and
owners, and generally accepted by lenders in Hawaii, for more than
25 years.-Buyers have been attracted to certain leasehold apartment
units because of location, cost savings, building amenities, and
unavailability of comparable fee simple properties.

If you are considering the purchase of a residential condominium or
cooperative apartment, it is likely that some of the units which you
may consider buying will be available only on a leasehold basis.
Where this occurs, it is also likely that the purchase price of a lease-
hold unit will be less than that for a comparable unit available on a fee
simple basis. This is because, with a leasehold, the unit owner ac-
quires only the right to occupy the land for a limited period of time
and, during that time, must pay rent and comply with other terms and
conditions contained in a lease document. The unit owner does not
acquire outright or absolute ownership of the land. Rather, the land is
owned by another party, called the lessor or leased fee owner, to
whom the lessee must pay rent under the terms of the lease. At the
end of the lease, the unit owner typically surrenders the unit and the
land back to the lessor who now holds title to the land free and clear
of the lease.

‘When a leasehold unit is acquired, title is normally conveyed by
means of an assignment of lease. This is a relatively short document
by which the seller conveys or assigns his interest in the lease to the
buyer. In this sense, the assignment’s purpose is similar to that of a
deed. The legal and practical effect is different, however, because the
assignment conveys only the rights and obligations created by the
lease to the property, not the property itself.

Just as it is important to physically examine the property being
purchased, when you purchase leasehold property it is important to
examine and understand the terms, conditions, and effects of the lease
and the leasehold interest which is being acquired.

The-first step in.the examination process is to obtain a complete copy
of the actual lease document(s) and any amendments. Hawaii law
requires that the seller or the seller’s agent provide the document(s) to
a prospective buyer, who then has a specified period of time to
carefully review the lease document(s), especially key elements
pertaining to rent, rent renegotiation, lease term, surrender of the
premises, termination, and expiration. Hawaii law also requires that a
sales contract for residential leasehold property contain an addendum
which provides a summary of the key elements of the lease. While





What can I learn from this
brochure?

What if | have questions
ahout my lease?

such a summary is helpful, it is not a substitute for a detailed review
of the lease document(s).

This brochure is intended to assist a prospective buyer in understand-
ing the basic elements of a leasehold arrangement, and the terms of a
lease document, so that the buyer may make an informed decision
with respect to the purchase of a particular leasehold property. The
reader is cautioned, however, that every lease document contains its
own unique provisions. Therefore, this brochure and the glossary of
terms starting on page 17 should be viewed as a supplement to
reading the actual lease itself.

If, in the review of the lease document(s), questions are encountered
of a factual nature, answers may be obtainable from the seller, from a
real estate agent involved in the transaction, or, in some cases, the
lessor. Typically the buyer deals with the lessee (seller) and not the
lessor. Yet, it is the lessor who is the other principal party to the
leasehold arrangement, and who will ultimately seek to enforce the
terms of the lease document with the unit owner. For some important
questions to ask before you buy leasehold property, see page 7.

If there are questions of interpretation, however, or about the legal
implications of a lease document and its terms, the reader is advised
to consult an attorney experienced with residential leases.






INTRODUCGTION

Why is it so important for
me to understand
leasehold issues?

BASIC TERMINOLOGY

What does leasehold
mean?

This brochure will help you understand some of the issues involved in
buying and owning residential leasehold condominium and coopera-
tive apartments, as well as dwelling units within planned unit devel-
opments (PUDs). This brochure uses the term apartment unit to refer
to all three forms of ownership. It is important, however, to check the
glossary of terms at the end of this brochure so you understand how
the three differ. Anyone buying a leasehold residential apartment

“ should be aware of all of the consequences of leasehold ownership.

Atfects your decision to buy. If you are contemplating the purchase

of a residential leasehold apartment unit, there are additional consid-
erations than there are in the event that you were contemplating the
purchase of a comparable fee simple apartment unit. For example,
you will be concerned with the length of the remaining lease term,
what happens to your unit at the end of the lease term, and how
increases in the rent payments are determined. Answers to these types
of questions will influence your decision to buy.

Aftects your ability to obtain a loan. As an owner of a leasehold apart-
ment unit, you some day may want to refinance your leasehold
apartment unit. A short time remaining on the fixed period or term of
the lease could create obstacles to obtaining the needed financing.
This could be a problem if you were seeking to refinance either an
agreement of sale or a mortgage that is soon to become due and
payable in full. Refer to page 10.

Atfects your ability to resell. If you want to sell your leasehold apart-
ment unit, you could find the apartment unit becomes more difficult
to sell as the lease term approaches its rent renegotiation and expira-
tion dates. Naturally, a buyer would be more attracted if the lease had
a longer period until rent renegotiation or expiration.

Also, lease provisions regarding such matters as the increase of rent
and the expiration date of the lease term may seriously affect the
willingness of some lenders to finance the proposed purchase of the
apartment unit. If, due to the length of the lease term, buyers have
difficulty obtaining financing, a seller may need to make concessions
in order to sell the apartment unit. The value of a unit could decrease
as the lease term nears the expiration date.

In order to understand leasehold issues, it is helpful to review some of
the basic terminology. This is also a good point for you to review the
terminology found in the glossary at the end of this brochure.

As the purchaser of leasehold property, you acquire the right to
occupy and use the leased property for the time period stated in the
lease agreement. In return for this right, you agree to make rent
payments to the lessor and abide by the other terms of the lease.





Rent
payments

What is the difference
hetween leasehold and fee

simple?
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This brochure is concerned with the ground lease and with those
leases related to the ground lease, such as an apartment lease. The
ground lease is a lease of land only, usually for a long term (55 years
or more, from the original date of the lease). It is a means used to
separate the ownership of the land from ownership of the buildings
and other improvements constructed on the land. In many cases, a
developer enters into a master ground lease with the fee simple

~owner, agreeing:in.the lease to.construct a residential project within a

certain period-of time. The developer or cooperative corporation, or in
some cases the ground lessor, then enters into a sublease or a new
lease of the land with the apartment owner. The developer may lease
the improvements to the apartment owner by way of an apartment
lease or sublease, or sell the improvements to the apartment owners
by way of a condominium conveyance or apartment deed.

The long-term lease should be distinguished from the short-term
rental of an apartment where, for example, a tenant rents an apartment
from a landlord for six months to a year and makes monthly rent
payments. In the latter case, the tenant receives no ownership in the
land or the unit. The tenant only enjoys the right to use the apartment
during the period of the short-term rental. In contrast, the lessee of a
long-term lease enjoys the right to sell the leasehold interest to a new
buyer.

Fee Simple: Fee simple ownership is probably the most familiar form
of ownership to buyers of residential property, especially on the
Mainland. Fee simple is sometimes called fee simple absolute be-
cause it is the most complete form of ownership. A fee simple buyer
acquires ownership of the entire property, including both the land and
buildings. The fee simple owner does not pay ground rent, but does
pay maintenance fees and real property taxes. The fee simple owner
has the right to possess, use the land and dispose of the land as he
wishes—sell it, give it away, trade it for other things, lease it to
others, or pass it to others upon death.

Leasehold: The leasehold interest is created when a fee simple land-
owner enters into an agreement or contract called a ground lease with
a lessee. A lessee buys leasehold rights much as one buys fee simple
rights; however, the leasehold interest differs from the fee simple
interest in several important respects. First, the buyer of residential
leasehold property does not own the land and must pay ground rent.
Second, his use of the land is limited to the remaining years covered
by the lease. Thereafter, the land returns to the lessor, and is called
reversion. Depending on the provisions of any surrender clause in the
lease, the buildings and other improvements on the land may also
revert to the lessor. Finally, the use, maintenance, and alteration of the
leased premises are subject to any restrictions contained in the lease.






PURCHASING A
LEASEHOLD PROPERTY

What information must he
disclosed?

Who must disclose this
information?

Leased Fee Interest: After a lessor leases his land to a lessee, the lessor
retains an interest called the leased fee. Thus, once the fee owner
leases the land to the lessee, the lessor’s rights to the land are subject
to the rights of the lessee under the lease. The lessor’s rights include
the right to receive rent payments, the right to enforce the lease
conditions such as maintenance of the property and the payment of
taxes, assessments, and insurance, and the right to recover complete
possession and control of the property when the lease term expires.

Because it is so important that buyers understand the terms of the
lease before purchasing a leasehold residence, Hawaii law requires
that the seller furnish the buyer with certain information about the
lease.

Gopy of lease document(s): At a minimum, the buyer must receive a
copy of the lease document or documents which contain the major
provisions of the lease. The lease document(s) could be any one of the
following:

¢ the master lease and any amendments; or

« the apartment lease and any amendments; or

« for buyers of new condominium apartments, a copy of
the condominium public report.

In addition to the minimum legal requirement, buyers should review
other relevant lcase documents. For example, the buyer of a coopera-
tive apartment may want to review the Master Lease in addition to the
Proprietary Lease on the apartment.

Receipt or contract: The buyer must sign a receipt or a copy of the
sales contract to acknowledge receiving the lease document(s). The
receipt or contract must also include a summary of the major provi-
sions of the lease in plain language, such as the length of the term of
the lease, lease rent provisions, lease rent renegotiation dates, how
renegotiated lease rents will be calculated, and surrender clause
provisions. Normally this will be accomplished in a separate adden-
dum attached to the contract or receipt. Buyers also must be informed
that current law does not give condominium and cooperative lessees
the right to require that the lessor sell them the leased fee interest in
the land under their apartment. Finally, the buyer needs to acknowl-
edge that he or she has read and understands the terms of the lease
document(s).

It is the responsibility of the seller to furnish the buyer with a copy of
the lease document(s) and other information about the lease. The
seller may provide the information directly or through an agent, most
likely the seller’s real estate agent. Copies of the recorded lease and
amendments are available at the Bureau of Conveyances public
record office in Honolulu.





When must leasehold
information be disclosed?

What information ahout
the lease should the buyer
understand?

The seller or seller’s agent must-provide the required information to
the buyer within 10 days from acceptance of the sales contract (that
is, no later than 10 days from the date the buyer and seller reach a
final agreement for sale of the property).

As a buyer, you should read the lease carefully and be sure you
understand its terms and conditions and how they affect you and
relate to.your plans.and goals. The best time to do this is before you
make an offer to purchase your leasehold apartment unit. To obtain a
copy of the lease, ask the seller, the seller’s agent, or your own
adviser. In reviewing a lease, it is especially important to find out the
following information:

Lease term: Find out the length of the lease, how many years are
remaining until the lease ends, and whether there is any right to
extend. :

Lease rent: Be sure you understand how much lease rent you will
have to pay (which often includes general excise tax), when it is
payable and to whom, what penalties are prescribed for late payment.
Lease rents typically adjust periodically every 10 or 15 years. Find
out when the rent adjusts, and to what amount. Also find out whether
or not your maintenance fee payments include the lease rent.

Lease rent renegotiation dates: At some point the rent may adjust, but
to an amount which will be negotiated at that time. Know when the
rent payments are scheduled to be renegotiated. The lease likely
contains more than one renegotiation date, such as every 10 or 15
years.

Calcuiation of new lease rent: Understand how the new rent payments
will be determined upon renegotiation, including any procedures
involving the use of arbitration. The lease often contains a formula for
calculating the new lease rent. This formula is generally based on a
percentage of the market value of the unencumbered fee simple land
existing at the time of renegotiation. If market value increases signifi-
cantly, so will your future lease rent. For rules applicable to coopera-
tives, see page 12.

Surrender clause: Read the surrender clause carefully. It tells you
what will happen to your apartment unit when the lease comes to an
end. Most leases provide that the buildings on the land, including
your apartment, become the property of the lessor upon the expiration
of the term of the lease—automatically and without any payment.

Amendments to lease: Leases are sometimes amended to reflect a
change in the lease terms or an extension of the term of the lease. The
best way to tell if there have been amendments is to examine a recent
title report on the property prepared by a licensed title company.






What is the buyer’s right
to cancel contract?

What is the role of the
leasehold addendum at the
time of signing the sales
contract (DROAR)?

Do I need expert advice?

TYPES OF APARTMENT
UNIT LEASES

What are the typical
provisions of an
apartment lease?

The law also provides that, within five days of acknowledging receipt
of the lease documents, the buyer has the right to cancel the contract
and recover all deposit money. The seller and buyer may agree in
writing to reduce or extend the time periods required for the seller to
provide the lease documents and the buyer to review them.

Your standard sales contract (also called the Deposit Receipt, Offer
and Acceptance or DROA) may contain a detailed addendum that
informs you about leases in general and specifically about your own
lease. Ask the sales agent for a copy of any standard leasehold adden-
dum so that you can review it in advance of your making an offer.

Be sure to ask questions if you do not understand any part of the
addendum.

If, after reading the lease document and the summary of its major
provisions provided by the seller, and discussing this with your real
estate agent, you still have questions about the lease, you should see
an attorney familiar with real estate leases. The attorney can help you
understand how the lease and its consequences affects you and your
use of the property.

When you acquire a unit in a cooperative, you receive a Proprietary
Lease. When a leasehold apartment unit in a condominium or a PUD
is originally conveyed, this is done by an Apartment Lease. Upon
resale, that lease will be transferred by an Assignment of Lease. The

~ heading on the original apartment lease may have one of several

descriptions: Apartment Lease, Apartment Lease and Ground Lease,
Condominium Conveyance Document, Apartment Deed and Ground
Lease, or Dwelling Lease. Regardless of the type, the consequences
of your leasehold ownership will be substantially similar to those -
described in this brochure.

The written lease spells out all the terms, conditions, and restrictions
binding on the lessee, and all subsequent assignees or successor
lessees. These terms generally are not negotiable. For example, the
lease includes such items as the total number of years in the lease
term, the rent (both fixed and renegotiated), termination or renewal
dates, conditions of possession and use, and rights regarding the





How much lease rent must
| pay?

What are other provisions
| should he aware of?

lessee’s ability.to make,.and to later remove, improvements. Some of
the more common provisions of residential apartment unit leases are
the following:

Lease tern: The length of the term of an apartment unit ground lease
may be for whatever the original lessor and lessee agreed upon;
however, the typical length is at least 50 years, and usually is within a
range of between 55 and 75 years.

Lease rent: Typically, the rent will be fixed for the early years of the
lease term and afterward will be renegotiated periodically.

Fixed rent: Most leases have a fixed rent period of between 25
and 35 years. During this period the rent is fixed or predeter-
mined. There may be one or more step up increments during
the fixed rent period. For example, the rent may be fixed ata
certain amount for the first 15 years, and then be fixed at a
higher amount for the next 10 years. However, during the
fixed rent period you know exactly how much your lease rent
payments will be.

Renegotiated rent: At the end of the fixed rent period, the lease
rent is renegotiated, or adjusted. This is sometimes referred to
as reopening. When you purchase your leasehold apartment
unit, it is very important to realize that you don’t usually
know the exact amount of rent you will have to pay over the
entire life of the lease. As you can imagine, this is an impor-
tant factor for both you and your lender to consider as your
ability to pay monthly mortgage payments may be directly
affected by changes to the lease rent payments. This is be-
cause the renegotiated rent is generally based on a certain rate
of return on the value of the unencumbered fee simple land in
the future (at the time of renegotiation).

Assignment of the lease: The transfer of a leasehold interest is accom-
plished by a document called an assignment. When you sell your
leasehold apartment unit to a new buyer, you assign the lease to the
buyer, (also called the assignee). Your lease may require the consent
of the lessor prior to any assignment of the lease. Courts have held,
however, that.the lessor may not unreasonably withhold consent.
Even.after an assignment, you may remain responsible under the
lease unless the lessor releases you and agrees to allow the buyer to
assume all the responsibilities of the lessee.

Public Condemnation: Occasionally all or a portion of the leased prop-
erty is taken by a government authority for a public purpose such as

road widening or sewer installation. When condemnation occurs, the
lease specifies what happens to your apartment unit and how you are






What happens to my unit
at the end of the lease?

What other ohligations do |
have?

compensated for loss of your leasehold interest. Read your lease
carefully.

Surrender: The surrender clause provides what happens to the apart-
ment unit and other improvements when the lease expires. At the end
of the lease term the lessee must surrender or deliver to the lessor
possession of the land. What happens to the apartment units and other
improvements-on the land depends on the language of the surrender
clause. Be sure to read the surrender clause carefully. Most surrender
clauses can be divided into three types:

Apartment unit to lessar: The first type of surrender clause
gives the apartment units and common elements to the lessor
upon expiration of the lease. If the lessor desires to remove
the apartment unit, the lessor is responsible for any costs
involved in demolition and removal.

Apartment unit to lessee: The second type of surrender clause
gives the apartment unit to the lessee. However, because the
lessee must return the land to the lessor in its original condi-
tion when the lease ends, the lessee is responsible for the
proportionate costs of the demolition and removal of the
apartment unit. This could be a disadvantage to lessees if they
must pay for the demolition and removal. If the building is
still in good condition or can be refurbished, the lessor may be
willing to purchase the apartment units and improvements
from the lessees.

Lessor purchases apartment unit: The third, and least com-
mon, type of surrender clause is one where the lessor and -
lessee have agreed on a price the lessor will pay for the
apartment unit and its share of the common elements upon
expiration of the lease.

Fvents of default: The lessee incurs many obligations under the lease
such as maintaining the building, paying real property taxes and lease
rent, and maintaining insurance. Failure to abide by the terms of the
lease, including failing to pay real property tax and lease rent and
maintenance fees could result in money damages or even termination
of your lease.

Maintenance and insurance: The lessee is usually held responsible for |
the maintenance and upkeep of the property, including paying all real
property taxes and assessments, insuring the apartment against [oss or
damage by fire, and for maintaining public liability insurance.

Termination: The lease terminates on the expiration date specified in
the lease agreement. A lease may also be terminated by mutual
agreement of the lessee and lessor, or by eviction because of a breach
of a lease provision.





OBTAINING FINANGING
FOR LEASEHOLD
PROPERTY

How do the lease terms
affect my ahility to obtain
financing?

What are the lessee’s
options when the lease
term is less than the
{oan term?

RENEGOTIATING LEASE
RENT PAYMENTS
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Unless you have the cash to pay the full price to buy your apartment
unit, you will need to obtain a.Joan to finance the difference between
the cash down payment and the sales price. The terms of the lease can
affect your ability to obtain a loan, especially if the lease is due to
expire in less than 30 years, or if there are only a few years remaining
on the fixed rent period.

Most banks and other lending institutions have policies for approving

~ loans on leasehold property that can affect a buyer’s ability to finance,

or refinance, and an owner’s subsequent ability to resell. Certain
lenders require that there be at least 10 years remaining on the fixed
rental portion of the lease, or that the term of the lender’s loan be no
longer than the remaining number of years on the lease, less two years.

In addition, the Veterans Administration will not guarantee a mort-
gage beyond the actual time remaining on the fixed rent period of the
lease, and the Federal Housing Administration insures mortgages
only up to five years beyond the fixed rent period of the lease.

These policies may make it more difficult for an apartment unit
owner to sell the unit as the fixed rent period or the entire lease term
shortens. Lenders are cautious about loaning money against leases
with short fixed rent periods because they are concerned that the
borrower may not be able to make the monthly mortgage payment if
the renegotiated lease rent increases substantially.

If you are considering purchasing a leasehold apartment unit and only
a few years remain on the fixed rent period of the lease, it may be
helpful to contact an appraiser to estimate approximately what the
lease rent would be if renegotiated at this time.

Shopter loan term: The buyer could apply to a conventional lender for
a loan with a shorter term.

Owner financing: The lessee-seller may be willing to finance the
purchase through an agreement of sale or mortgage, with the seller in
essence acting as the lender.

Extending tae lease: The lessee can inquire whether the lessor is
willing to extend the lease term.

Purchase the fes: Finally. the lessee can inquire whether it is possible
to purchase the leased fee interest from the lessor. The lessor may
decide to make a voluntary sale of the leased fee interest to some or
all of the apartment unit owners in the project, but the lessor is under
no obligation to do so.

As we've already seen, in most leases. the rent is not fixed. or prede-
termined, for the full term of the lease. Rather, at certain dates (called
renegotiation dates), the lessor and lessee must agree on a new lease






rent. ease rent renegotiations are usually scheduled in 10 or 15 year
intervals after the initial fixed rent period (usually 25 to 30 years).
The majority of leasehold apartment units in the State of Hawaii are
due to renegotiate lease rents between the years 1990 and 2019.

Most leases contain a formula for determining the new lease rent.
Because the formula is frequently based on rent and market condi-
tions existing on the renegotiation dates, the rent could rise dramati-
cally and is not known with certainty until the actual time of renego-
tiation. As a buyer, it is important to read the lease document(s)
carefully so that you understand when and how the new lease rent
payments will be calculated upon renegotiation.

Most general leases provide a formula for the renegotiated rents to be
based on a stated rate of return on the market value of the land under
the project at the time of rent renegotiation. For example, if at the
time of renegotiation, the value of the land under a 100-unit condo-
minium is $5,000,000 and the stated rate of return is 7%, then the
formula would result in a renegotiated rent of $3,500 per year or $291
per month (35,000,000 x 7% x 1%, assuming your unit represented a
1% commuon interest in the land).

In other cases, the rate of return is an amount to be negotiated based
on current land values and current rates of return. Two other less
common methods for determining renegotiated rent are: (1) basing the
new rent on current market rent for similar buildings; and (2) increas-
ing the current rent by the change in the consumer price index over
the preceding fixed rent period.

Under all but the last method, leases generally provide that if the
lessee and lessor cannot agree on the new lease rent before the begin-
ning of the renegotiated rent period, the rent will be determined by an
arbitration procedure. For example, the lease may specify that the
market value of the land will be decided by three impartial real estate
appraisers, one to be chosen by the lessee, one by the lessor, and the
third selected by the first two. In deciding the market value, the land
is usually treated as though it had no structures on it.
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After the market value of the land is determined, it is-multiplied by a
percentage rate of return specified in the lease (or, if not, then deter-
mined by the appraisers) to compute the rent for the entire apartment
unit project. Then this figure is multiplied by the lessee’s percentage
share of the common interest in the project to determine the amount
of the lessee’s individual rent.

Many leases have the rate of return set at a specific rate. Other leases
may provide that the rate be based on the prevailing rate of return for
similar properties at the time of renegotiation. The prevailing rate of
return for similar properties will depend on market conditions existing
at the time of renegotiation.

As you can see, this method of calculating renegotiated lease rent is
tied closely to current land values. Since there is no upper limit on
land value other than current market conditions, the new rent may
increase greatly. This increase will reflect the rise in land values since
the beginning of the lease 25 to 35 years ago.

Hawaii law provides that all ground leases for condominium and
cooperative projects must contain a provision for the mandatory
arbitration of any renegotiated rent. This means that if the lessee and
the lessor cannot agree on a new rent before the renegotiation date,
either may request that the rent be decided by an impartial party. For
example, this impartial party would include a panel of real estate
appraisers.

If the lease does not provide for the arbitration of lease rent and if the
parties are unable to agree on the rent upon renegotiation, then the
law specifies the process to follow. The law does not, however,
specify or limit the amount or rate of rent to be paid. Here is the
required procedure:

+ The new rent shall be determined by three impartial
arbitrators who are recognized real estate appraisers.

« The lessee and lessor will each select one appraiser.
The first two appraisers will select the third.

+ The three appraisers will determine the renegotiated
rent and their decision will be final and binding.

» The lessee and lessor will share the costs equally.

Hawaii law provides a ceiling for renegotiated rent for cooperative
apartment projects that qualify under the law. This law does not apply
to rent renegotiation of units in condominium and PUD projects.

The law applies to all cooperative Proprietary Leases which call for
rent renegotiation. It provides that renegotiation of rent cannot take
place more than once every 10 years and the first renegotiation can be
no sooner than 15 years following the commencement date of the
lease. It also provides a formula for determining the maximum






EXPIRATION-OF THE
LEASE TERM AND
SURRENDER

What are the different
possihilities that occur at
the expiration of the
lease?

PURGHASING THE
LEASED FEE

amount of renegotiated lease rent to be paid by the cooperative
housing corporation.

If the lessee corporation and the lessor cannot come to an agreement

on the new lease rent, the law requires that the rent be determined by
an impartial third party through arbitration proceedings conducted by
the State Housing Finance and Development Corporation.

Several possibilities exist at the expiration of the lease term, and most
leases contain a reversion and surrender clause:

Reversion: The typical apartment lease provides that the land reverts
to the lessor at the end of the lease term. In other words, when the
lease expires, the lessor retakes possession of the land. When you buy
an apartment unit on leased land, it is important to consider what
happens to the unit after the lease expires.

Surrender Clause: Apartment unit leases typically contain a surrender
clause providing that, upon expiration of the lease, the land, all
apartment units, and other improvements become the property of the
lessor. The clause generally requires that the lessee surrender to the
lessor, upon expiration of the lease term, all apartment units, garages,
roads, landscaping, and swimming pools, even if these improve-
ments were built and maintained at the lessee’s expense.

Attempt to negotiate an extension or new lease: The lessee could attempt
to negotiate a new ground lease or extend the ground lease even
though the lessor may not be legally obligated to do so. The lessor
may be unwilling to extend or enter into a new lease if the lessor has
plans to redevelop the property. On the other hand, a lessor who plans
to maintain the project as a residential property may be willing to
grant a new lease. In this situation, however, the new lease rent could
be the market rental price of the land and the apartment unit, as both
became the property of the lessor at expiration of the original lease.

Surrender improvements to lessor: If the lessee is unable to negotiate
an extension of the existing lease or a new lease, the lessee may be
forced to surrender the apartment unit to the lessor and move out.

Removal of improvements: The surrender clause may instead require
the apartment lessees to remove the structure and restore the leased
land to its original condition at the end of the lease term. In the case
of a condominium or cooperative, the individual apartment owner
would be legally required to pay his or her proportionate share of the
expense of removal of the building that contains the apartment unit
when the lease expires.

Hawaii does not have a law requiring the lessor to sell to the lessee

the leased fee interest under a condominium, cooperative, or PUD
leasehold project. Still, some lessors decide voluntarily to offer for
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How is the offering price
determined?

LEASED
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sale the leased fee interest to apartment owners (referred to as a fee
conversion).

The price at which the fee may be offered is not subject to any legal
restrictions. This price may be determined by mutual agreement

" between the parties or set by an impartial panel of one or more

appraisers. In some cases, the lessor may want a certain price, leav-
ing little room for negotiation.

Appraisers typically use the income approach to value the leased fee
interest in the land under a leasehold apartment unit. In addition to
lease rent payable over the period of the lease, the owner also will
receive the return of the land at the end of the lease (reversion).

The appraiser calculates the amount of lease rent due over the fixed
period of the lease and estimates the projected rent over the renegoti-
ated lease periods. This amount is then reduced (discounted) using
present value tables. This reflects the fact that 1éase rent dollars
received in the future are worth less than dollars received today. In
essence, the appraiser asks how much would a person need to invest
today (as in an annuity) to receive a stream of income equal to the
amount of rent projected for the entire lease term.

Next, the appraiser evaluates the worth of the reversion of the land, by
calculating the projected value of the land at the end of the lease but
then discounting that amount to present value. An example follows:

aly intéf_esf |

in land (market value of raw land .

discounted to present worth): : $500,000
. S equals  $2,000,000

times

Lessee’s percentage of common interest x1%

Value of Leased Fee Interest $20,000

As you can seg, it is not easy to determine what price you may have
to pay for the leased fee interest, assuming the lessor is willing to sell,
and you are willing to buy. If the lessor does offer to sell the leased
fee interest, you may want to consult an expert to advise you about






What is the right of first
refusal for condominium
associations and
cooperative corporations?

CONCLUSION

the pros and cons of the offer. If the lessor has not committed to sell
the leased fee interest, you should carefully consider the possible
impact of this on present and future value.

Sometimes preliminary negotiations for the voluntary sale of the
leased fee are underway when the sellers list their apartment unit for
sale. One of the questions you as a buyer want to ask your seller is
whether there is an ongoing or planned leased/fee conversion. If so,
the sales contract (DROA) should address such issues as seller
cooperation and transfer of any deposit money.

In 1988, the Hawaii State Legislature enacted a law to give condo-
minium owners associations a right of first refusal to buy the leased
fee interest if the lessor decides to sell to anyone other than the
existing individual apartment owners. At least 75% of the unit lessees
must approve of the purchase, or the lessor can complete his sale of
the fee to another party. The intent of this law is to encourage negotia-
tions for a leased fee sale between lessors and condominium or
cooperative owners or their associations or corporations.

As described in this brochure, leasehold ownership of apartment units
involves a unique relationship and agreement between the parties to
the apartment lease. Everyone considering the purchase of a leasehold
apartment unit needs to understand the advantages and disadvantages
of leasehold ownership in general, especially the impact of rent
renegotiation and lease expiration.

Reading this brochure is one step in that process. The next step is to
obtain and carefully read all applicable lease documents. Then if you
have questions or need professional advice about the terms or impli-
cations of that lease, address your questions to the seller or the seller’s
agent, the lessor, and to your real estate agent and attomey.
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Agreement of Sale

Amendment of Lease

Appraisal

Arhbitration

Assignment of Lease

Common Areas

Gondemnation

Condominium

GLOSSARY

A written agreement to secure performance by the buyer and seller of a promise
to purchase real property from the seller. The buyer takes possession of the
property and is said to have equitable title, while the seller retains legal title. The
purchase price is paid in installments over the period of the agreement with the
balance due at maturity. When the buyer completes the required payments, the
seller of a leasehold-apartment unit must deliver good legal iitle to the buyer by
way of-an-assignment of lease.

A document reflecting a formal change to the original terms of the lease, such as
new lease rent amounts or expiration date.

An opinion or estimate of the value of property interest, usually made by a
qualified real estate appraiser in a written report. An appraisal may be used to
determine the offering price of the leased fee interest. An appraisal is frequently
required to determine the value of the land under a leasehold apartment project
for purposes of calculating the new lease rent upon rent renegotiation. See Market
Vahie.

A method of settling legal disputes other than litigating the matter in court. The
matter is submitted to an impartial third party called an “arbitrator” (or a panel of
arbitrators) whose deciston is final.

Lease documents often specify a fixed rent for a certain period, followed by
renegotiations based on the appraised value of the land. If the parties cannot agree
on the appraised value, the matter is resolved by arbitration handled by a panel of
appraisers. Normally, the lessor and the lessee each select an appraiser, and those
two appraisers agree on a third appraiser to help them determine the final
appraised value.

The transfer of a lessee’s interest in leased property to another. When a lessee
sells a leasehold property to a new buyer, the lease is assigned to the buyer, and
the document used to accomplish the sale is called an assignment of lease. Many
leases require the consent of the lessor prior to any assignment of the lease. The
new buyer (assignee) assumes the rights and responsibilities of the lessee. See
Proprietary Lease.

Areas of a condominium or cooperative designated for use by all residents.
Common areas frequently include hallways and stairways, elevators, barbecue
areas, and swimming pools.

The forced sale of private property to the government when needed for a public
use. Condemnation is exercised by the government under the theory of eminent
domain, and the owner of the property ‘condemned must usually be reimbursed
with just compensation.

A form of real property ownership consisting of (1) ownership of an individual
apartment unit; and (2) an undivided interest in the common elements. The
common elements include the land (either in fee simple or leasehold), and those
parts of the building intended for common use such as foundations, roofs, halls,
elevators, and the like. Each condominium apartment may be sold separately
from all other units.
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DROA

Expiration Date
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Fee Simple

Fixed Rent
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Owners of condominium apartments generally belong to an assoctation of
apartment owners, an organization comprised of all unit owners to oversee the
common elements and enforce the bylaws. Association members are entitled to
vote on decisions involving changes in the bylaws and other matters.

The process of transforming a leasehold interest in land to an unencumbered fee
simple interest through sale of the leased fee interest to the owner of the leasehold
interest (the lessee). Conversion involves the merging of the leasehold and the
leased fee interests to form an unencumbered fee simple estate.

A form of real property ownership in which a corporation is the lessee. Buyers
who wish to own the cooperative housing project purchase shares of stock in the
corporation and receive a Proprietary Lease from the corporation {as lessor)
granting the right to occupy a specific unit and, in some cases, a parking stall. The
cooperative housing corporation serves a function similar to the association of
apartment owners of a condominium. Normally, the owner of a co-op apartment
unit may sell his or her interest only with the approval of the directors of the
corporation.

Deposit Receipt, Offer and Acceptance. A sales contract form most frequently
used in Hawaii for real property transactions. It is a written agreement between
the seller and buyer in which the buyer agrees to buy certain real property and the
seller agrees to sell upon terms in the agreement. The DROA is one of the most
important documents in a real estate transaction. It contains such provisions as the
amount of the earnest money deposit, the purchase price and down payment,
financing terms, closing date, and conditions of sale.

The date the lease term will expire (cease to exist) as specified in the lease
agreement. The lessee’s right to possess the property will end on the expiration
date unless the lease is extended, the lessee purchases the lessor’s leased fee
interest, or other arrangements are made. A lease may terminate prier to the
expiration date. See Termination.

An agreement between the lessee and the lessor to make the lease effective for an
additional period of time beyond the expiration date. The lessee may seek an
extension of the total lease term, or the fixed rent portion of the lease, in order to
obtain financing on the property due to the requirements of banks and other
lending institutions. In most leases, the lessor has absolute discretion whether or
not to agree to a request for extension.

See Market Value.

The highest degree of ownership in real property recognized by law. Fee simple
ownership may be transferred by gift, sale or succession and includes most rights
to the enjoyment and use of the property, indefinitely, subject to federal, state and
local laws. When land is leased, the unencumbered fee simple interest and the
right to possession are held separately until the leasehold and leased fee interests
are again merged, for example, upon the sale of the leased fee interest to the party
who holds the leasehold interest, or termination of the leasehold interest and the
reversion of all property rights at the end of the lease term.

An amount of lease rent which is fixed or predetermined in the lease document.
During the fixed rent period of a ground lease (typically 25 to 35 years), the
lessee knows exactly how much the lease rent payments will be. The fixed rent
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HFDG
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Land Referm Act

lease

Lease Rent

lease Term

Leasehold Interest

Leaseholt Mortyage
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period may contain one or.more step up increments, which provides that the rent
may be fixed at a certain amount for the first 10 years, and then be fixed at a
higher amount for the next 10 years. The lease rent may also be subject to rent
renegotiation at the end of the fixed rent periods.

A lease of land only, and not the buildings or other improvements constructed on
the land. Ground leases are usually for a long term of 55 years or more. Gener-
ally, the rent is fixed for the early years of the lease term and then is renegotiated
periodically. Typically, ground leases provide that the land reverts to the lessor at
the end of the lease, including any building or other improvements on the land.

Housing Finance and Development Corporation. The state agency responsible for
administering Hawaii’s Land Reform Program.

Buildings or other permanent structures or additions attached to land which may
increase the value of the land. Examples of improvements include: construction
of buildings, dwelling units, fixtures such as built-in appliances and carpeting,
fences, sidewalks, roadways, sewers, swimming pools, and landscaping. This
definition is a much broader definition than the type of remodeling or upgrading
improvements the apartment unit owners might accomplish in their own unit.

A State of Hawaii law designed to allow lessees of single family residential lots to
purchase the leased fee interest in their lots. The Land Reform Act was first
adopted by the Hawaii Legislature in 1967 and is found in Chapter 516, Hawaii
Revised Statutes.

A written agreement by which the owner of property (lessor) gives possession of
it to another person (lessee) for a definite period of time in return for the payment
of rent. The lessor retains the right to retake possession at the end of the lease
term. The specific type of lease may be a sublease, an apartment lease, a master
lease, a ground lease, a condominium conveyance document, a proprietary lease,
or any other kind of lease. '

Periodic rental payments, exclusive of any other payment received under the lease
made by the lessee to the owner (lessor) in return for the right to use and occupy
the property. The lease rent is specified in the Jease agreement. The lease usually
also specifies where and when lease rent payments are to be made.

The length of time, as specified in the lease, during which the lessee may
rightfully use and occupy the leased property. A ground lease typically has a term
of 55 years or more.

The rights and obligations of the lessee in the property as controlled by the lease
agreement.

A mortgage on the lessee’s leasehold interest in the property. The lessee may
obtain a leasehold mortgage from a bank or other lending institution in order to
finance the purchase of the property or obtain a loan to make home renovations. If
the lessee defaults, the bank may foreclose on the mortgage. The mortgage will be
lower in priority to the ground lease because the ground lease provides that the
lease rent has priority over mortgage payments.

A property held under the terms of a lease agreement. The holder of a leasehold
interest (lessee) usually pays the owner of the leased fee interest (lessor) a stated
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amount of lease rent over a specified lease term in consideration for the right to
use and occupy the property.

The property interest retained by a landowner who has leased the rights to the use
of the fee simple land for a definite period of time. The value of a leased fee
interest includes the receipt of lease rents throughout the lease term and the
reversion of the fee simple rights to the landowner at the end of the lease term.

The person to whom property is rented or leased. The lessee possesses the right to
use or occupy the property (the leasehold interest) in return for the payment of
rent over the term of the lease agreement.

The person who rents or leases property to another (the lessee) under a lease
agreement. The lessor retains an interest in the property called the leased fee
interest.

The most probable cash price a property would sell for on the open market given
a willing seller and a willing buyer, neither being under abnormal pressure, both
being fully informed, and given reasonable time. Market Value should be distin-
guished from purchase price, the price actually paid for a property, which may be
influenced by other factors such as negotiating ability and time pressures.

The dominant, or controlling, lease of real property. For example, a landowner
might lease land to a developer to construct an apartment building, and the
developer in turn subleases the units to individual lessees. The subleases must
conform to the terms of the master lease. Thus, if the master lease is for a 55-year
term, a sublease cannot legally exceed 55 years.

The uniting or combining of two or more.interests into one. Merger occurs at the
end of the lease term ‘when the leasehold interest reverts to the lessor, and the
lessor once again owns the property in fee simple.

Merger also occurs in a lease-to-fee conversion when the lessee purchases the
leased fee interest from the lessor. The leasehold interest and the leased fee
interest merge together and the lessee becomes the fee simple owner. However, if
there is a leasehold mortgage, merger does not occur until the mortgage is fully
paid off and the mortgage is released.

Planned Unit Development. A form of development permitted under zoning
controls allowing a greater density of dwellings or a mix of unit types not found
in the conventional subdivision. Buildings may be clustered together to leave
more open space for parks and recreational areas. Like a subdivision, the land
may be divided into lots. Unlike condominium owners, owners of leasehold
PUD:s lease the lot directly under their home, but like condominiums, owners
would have an undivided interest in the common elements. A community
association is usually organized to provide for maintenance of common areas.
Without checking the legal documents it is sometimes difficult to tell looking at a
townhouse project whether it is a PUD or a condominium.

A written lease between the corporation which holds a cooperative apartment
building and the lessee who purchases shares in the corporation. The proprietary
lease gives the lessee the right to use and occupy a particular unit, and, in some
cases, a particular parking stall.
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The proprietary lease sets forth all the rights and responsibilities of the lessee, and
frequently includes the restriction that an owner may sell his or her interest only
with the approval of the directors. The lease may be subject to a Master Lease
between the land owner and the corporation.

A report issued by the State Real Estate Commission disclosing all material facts
that the prospective purchaser of a new condominium project should know before
buying a unit. The public report may take the form of a preliminary, final, or
supplemental report.

Provision in the lease requiring the lessee to remove all buildings and other
improvements and restore the leased land to its original condition at the end of the
Jease term. Individual lessees would be required to pay a proportionate share of
the expense of removal. The lease typically provides that the improvements will
become the property of the lessor if not removed by the lessee within the speci-
fied time.

The review of lease rent after a specified period of time to negotiate the rent
anew. Most long-term ground leases require the renegotiation of lease rent
payments after an initial fixed rent period. In the event that the lessee and lessor
cannot agree on a new lease rent, many leases contain a formula for determining
the renegotiated rent. This formula is frequently based on a specified rate of
return to the lessor on the market value of the land as determined by an arbitration
panel. Renegotiation, also called reopening, usually occurs in intervals of 10 or 15
years until the lease ends.

See Renegotiation of Lease Rent.

The right of a lessor to retake possession of leased property upon the termination
of a lease. The typical ground lease provides that the land reverts to the lessor at
the end of the lease term. The general rule is that all buildings and other improve-
ments placed on the land by the lessee will also revert to the lessor. The lease
docuriient may require the lessee to remove the improvements. See Surpender
Clause.

The right to have the first opportunity to purchase or lease real property. A right
of first refusal might give a lessee the right to purchase the leased fee interest, if it
is offered for sale. The lessee who has a right of first refusal has no right to
purchase until the owner actually offers the property for sale or entertains an offer
to purchase from some third party. At that point the lessee may match the offer.
Under Hawaii law, the homeowners association of a condominium or cooperative
has a right of first refusal to buy the leased fee interest if the lessor decides to sell.

See Master Lease.

A provision of the lease which describes what will happen to the property,
including any buildings or other improvements, when the lease term ends. At the
end of the lease term, the lessee must surrender or deliver to the lessor possession
of the land. In some cases, the surrender clause may provide that the improve-
ments automatically become the property of the lessor. Other leases provide that
the lessee may, or must, remove improvements paid for by the lessee. Others
provide that the lessor may purchase the improvements from the lessee.
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The cancellation of a lease. For example, a lease terminates at the end of the lease
termn. The expiration date is specified by mutual agreement of the lessee and
lessor, a breach of a condition of the lease, or an eviction.

A title to real property that is free and clear of encumbrances such as leases,
restrictions, mortgages, and other liens.
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LEASEHOLD DISCLOSURE DOCUMENTS

Summary A summary of the major provisions of one of the following
types of leases.

e Apartment Lease e Ground Lease
e Condominium Conveyance Document e Proprietary Lease
e Apartment Deed and Ground Lease e Other Residential Lease

Lease Copy of the lease for the subject property.
Booklet A Guide to Hawaii's Residential Leasehold
Form Buyer's Acceptance or Rejection of the Purchase Contract

Form Agreement to Modify the Time Period for Delivery or
Review of the Leasehold Disclosure Documents

podedeleleole il ivicieloivioisloivivivivisasiog

FORM INSTRUCTIONS

Buyer's Acceptance or Rejection of the Purchase Contract

This form is documentation of the Buyer's acceptance or rejection of the
terms of the lease and the Purchase Contract. The form also is an
acknowledgment that the Buyer has received, read and understands the
Leasehold Disclosure Documents and understands the basic facts and
consequences of leasehold property ownership.

The Buyer must complete, sign, and date the form.

Agreement to Modify the Time Period for Delivery
or Review of the Leasehold Disclosure Documents

This form is optional and is used only if the Buyer and Seller desire to
reduce or extend the time period for the delivery by the Seller or review
by the Buyer of the Leasehold Disclosure Documents.

The Buyer and Seller must complete, sign, and date the form.

P.O.Box 1119 Honolulu, HI 96807 ph. 523-1587 fax 523-1589






BUYER'S ACCEPTANCE / REJECTION OF THE PURCHASE CONTRACT

I HAVE RECEIVED THE FOLLOWING LEASEHOLD DISCLOSURE DOCUMENTS (initial to confirm):

(1) Summary of the Lease (initial)  (3) A Guide to Hawaii’s Residential
Leasehold (contains glossary) (initial)

(2) Copy of the Lease (initial)

Date Documents Received:

I understand that the lease summary for the subject property contains only a summary of certain terms of the lease
and that for complete and detailed information | must read the original lease.

I understand that the subject property is leasehold property and | will acquire the right to occupy and use the leased
real property for the time stated in the lease agreement. | will not acquire outright or absolute ownership of the land or fee
simple ownership. The land is owned by the lessor or the lease fee owner, to whom I, the lessee, will agree to make lease rent
payments and comply with the terms of the lease or be subject to the lessor's enforcement actions. The lease rent payments
are usually fixed for specific amounts at fixed periods of time, then subject to renegotiation. Renegotiation may be based on
a formula or arbitration set in the lease agreement or by law or by agreement between the lessor and lessee.

I UNDERSTAND THAT THE RENEGOTIATED LEASE RENTS MAY INCREASE SIGNIFICANTLY. AT THE END
OF THE LEASE, | MAY HAVE TO SURRENDER THE PROPERTY (SURRENDER CLAUSE) AND THE LAND TO THE
LESSOR WITHOUT ANY COMPENSATION.

I understand when leasehold property is acquired, title is normally conveyed by means of an assignment of lease,
whose purpose is similar to that of a deed. The legal and practical effect is different because the assignment conveys only
the rights and obligations created by the lease to the property, not the property itself.

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

I understand that there are currently no statutory provisions for the mandatory conversion of leasehold
condominiums and cooperatives, and that there are not assurances that such measures will be enacted in the future.

| UNDERSTAND THAT IF | HAVE ANY LEGAL QUESTIONS ABOUT THE LEASEHOLD PROPERTY, ABOUT
THE LEASE DOCUMENTS, ABOUT THE TERMS OF THE LEASE, AND ITS CONSEQUENCES, | SHOULD SEEK THE
ADVICE OF AN ATTORNEY.

CHOOSE ONLY ONE OF THE FOLLOWING BY INITIALING THE APPROPRIATE CHOICE AND
DRAWING A DIAGONAL LINE THROUGH THE OTHER:

1) I have read and understand the provisions of the lease documents received, ACCEPT the
terms of the lease, and ACCEPT the PURCHASE CONTRACT.

2) 1 DO NOT ACCEPT the terms of the lease and CANCEL the PURCHASE CONTRACT.

Buyer Buyer

print name print name

Buyer’s Signature Date Buyer's Signature Date

LEASEHOLD PROPERTY

TMK Project Unit

Address

street city state zip

CER_ Real Estate Services

P. 0. Box 1119 Honolulu, HI 96807 ph 523-1587 fax 523-1589 Orzé N :






AGREEMENT TO MODIFY THE TIME PERIOD FOR DELIVERY
OR REVIEW OF THE LEASEHOLD DISCLOSURE DOCUMENTS

(Optional Form--see instructions)

Buyer and Seller desire to modify the time period for the delivery by Seller or review by Buyer of the
Leasehold Disclosure Documents and agree as follows:

1. Seller will deliver the Leasehold Disclosure Documents to Buyer on or before the following date:

2. Buyerwill review the Leasehold Disclosure Documents and deliver written notice of Buyer’s acceptance
or rejection of the terms of the lease and the Purchase Contract to Seller on or before the following date:

Buyer's Signature Date Buyer's Signature Date

Sellers's Signature Date Seller's Signature Date

LEASEHOLD PROPERTY

TMK PROJECT UNIT

ADDRESS

street city state zip

OISO ISIEISIEISIBL3>

Hawaii statutory law governing the sale of leasehold property provides in HRS § 516D-11 and HRS § 516-71 that
the Seller of residential leasehold property must provide the Buyer with the required leasehold disclosure
documents within ten (10) days from the date of the acceptance of the DROA (Purchase Contract); and the Buyer
will have ten (10) days from the date of receipt of the leasehold disclosure documents from the Seller to review
the disclosure documents and accept or reject the terms of the lease and the DROA (Purchase Contract). The
statutory law further provides that the Seller and the Buyer, on a standardized form, may agree to reduce or extend
the time period for delivery or review of the applicable leasehold disclosure documents.
>SS

CER_ Real Estute Services

P. 0. Box 1119 Honolulu, HI 96807 ph 523-1587 fax 523-1589
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APARTMENT LEASE

THIS INDENTURE made this 1'% day o Lnt . 19_2C, by and between KDI INVESTMENTS, INC.,

a Hawaii corporation, herein called "Lessor™, and  Norman Louis Fellers and Virginia Ruby Fellers,
husband apd wife,

herein called the “Lessee™, whose residence and post office address is 6134 So, Fowler Avenue, Fowler, California

WITNESSETH:

1. Demised Premises Leasor, in consideration of the tents reserved herein and of the covenants contained herein and to be
observed and performed by Lessee, demises and leases to Lossee, as Tenants by the Entire ty

and Lessee accepts and renis from Eessor;

Al those certain premises, called herein the “demised premises”’, compfising a portion of the

“Wailana at Waikiki”, a hoxizontal property regime, called herein the “Fioject”, which Project consists

of alt those certain parcels of tand the building and other improvements thereon located at 1860 Ala

Moana Blvd., sai¢ Honolulu, and was established by that certain Declaration of Horizontal Property

Regime dated July 23, 1968, and filed in the Office of the Assistant Registrar of the Land Court of

the State of Hawaii as Document No. 449930, and recorded in the Bureau of Conveyances of the State

of Hawaii in Liber 6150, Page 245, which land is described in Exhibit A attached hereto and
V- Sy incorporated by reference for evexaguzose and which demised premises are described as follows:

Pl FIRST: Apartment Mo. 804~ on the . BER __ flcor of the project as shown on the plans
: i therefor filed in said office of the Assistznt Registrar of Land Court as Condominium Map No. 53.

TOGETHER WITH appuricnant casements as fallows:

(a) An exclusive easement to use Parking Stall(s) 8 H

(b} Nen-exclusive casements in the common elements designed for such purposes, for ingress to,
egress from, utility services for, and support, maintenance, and repair of said Apartment; in the other
common clements for use according to their respective purposes, subject always o the exclusive use of
the limited common elements as provided in the Declaration; and in atl other Condominium Units and
corrmon elements of thz Praject for support;

©o o SUBMECT TO easements for the encrcachment by any commaon element or part thoreof now or

.. ‘hereafier existiig thercon and for exitry as may be necessary for operation of the Project or for making

- -repairs therein as provided in the DNeclaration; and subject also to easements for support of the other
units and common elements.

SECOND: An undividedg.é_:i_gg_. % interest in all common elements of the Project as
established -for said Apartment by the Declaration, or such other fractional er percerntiage interest
established for said Apartment by any amendment o the Declaration as tenant in common with the
ather owners of the Project subiect to all exclusive and non-exclusive casements appurtenant to the

- other units of the Project and reserving and subject to ali easements required for drainage, sewers, and
utilities scrving the Projcct.

RESFRVING TO Lessor within the common elements the right to grant to any public utility or

o1 oA o4 10 o - govemmmental authority rights of way and other easements over, across and under the common
’ - clements. for lines and other transmission facilities and appurtenances for glectricity, gas, telephone,
water, sewer, drainage and other public services and utilities, and rights to enter for purposes of
installing, repairing, altering, and removing such lines and facilities and of trimming any trees in the
-way thereof, AUB i 197“
2. ‘Devnised Tetmi, The term of this Apartment Lease, herein called the “demised term™, shall begin on hal
N — i and shall end on = November 30, 2039,

k. Lessee shall pay to Lessor in legal tender of the United States of America, without deduction, netice, or dcmand. net
ty taxes, assessments, and other charges payable by Lessee with respect to the demised premises, and in equal quartertly
5 ance on the first day of January, April, July, and October of every year during the demised term, except that the first
atmibiitable to a period of less than three menths, shall be redviced proportionately, the following rents:

(a)s_;ﬂ Y — per year until 4 ol 2 ;
) s 814596 " peryearunti__November 30, 1999 :
{¢)- For and during each of the next four successive ten-year periods of the demised term, such

annugl- sent’ as will equal Lessee’s proportionate share, as detesmined under Paragraph 2 of the

Declaration, of -the then fair tenial value for the property, exclusive uf improvements, at its highest
~ anéd best us¢ (the highest and best use shail be deemed to be the design and :ize of improvements

constructed on the demised premises a1 the commencement of this lease), as determined for each such

period not less than 90 days before the commencement thereof by written agreement of Lessor and

the Association of Owners of Wailana at Waikiki, herein called the * Association™, acting by its Board
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of Directars which Lessce appnmls hereby as his solé¢ agent for such determination of Fair rental value,

or, if 1o such written agreement is 5o reached, as detérmined by appraisal as provided in Paxagraph 29 .
hercol; provided, however, that in na event shall such annual rent for any sach period be less than the 1. 1
annual tent payable by Lossee during the next preceding period. -

4, Quiet Enjoyment. Upon payment by Lessec of said rent and upon observance and performance of the covenants. conditions,
and agreements contained herein and to be obsesved and performed by Lessee, Lessee peaceably shall hold and enjoy the demised
premises for the demised tenm withou! hindrance or intessuption by Lessor or anyone lawfully claiming by, through or under it except
as provided expressly hercin,

5, Taxes and Asseasments, Lessee shall pav, as they become due and payable, alf real property taxes and assessments of every
description to which the demised premiscs oz any part thereof or zny improvement thereon, of Lessor or Lessew with respect theaelo, are
now of dusing the demised termn may be assessed or become liable, whether assessed ta or payable by Lessor or Lessce; provided,
however, that such taxes and asscssments shall be prorated as of the dates that demi<ed term begins and ends; and provided, further, that
with nespect to any assessnent made under any betterment or improvement law which may be payabie in installments, Lessee shall be
required to pay only such installmeuts of principal and interest as may become due and payabie during the demised term. 1f-at any. time
during the ferm of this lease there is imposed upon Lessor any real property taxes which any statute or ordinance specifi cally prohibits
being paid by Lessee, then the rent provided for in paragraph 3 herein shall be increased by the amount of said real property taxes.

6. Common Expenses, Condominium Unit Expenses, Rates, and Other Charges, Lessce shali pay, as they become due and
payable, ali assessments for his proportionate share of the common expenses and condominium expenses of the Project and all rates and
othet charges of every description to which the demised premises or any part thereof or any improvement thereon, or Lessor or Lessee
witly respect thereto, may be assessed ot become fiable dusing the demised term, whether made by governmental authority, by any
public or community service company, or by the Association pursuant to the Declaration, and whether assessed to or payable by Lessor
or Lessee. No failure by Lessee to pay sny assessment for his proportionate share of the common expenses shall constitute a default for
which this Apartment Lease may be terminated under paragraph 24 hereof if the Association diligently commences and consummates
fareclosure of any lien it may have under the Horizontal Property Act, Chapter 514, Hawaij Revised Statutes.

7. Impsovements Requited by Law. Lessee, at all times during the demised term, at his proportionate share of the expense, and
by thé Ausociation, shall make, build, maintain, and repair all Yences, sewers, drains, roads, curbs, sidewalks, and parking areas which
may be requited by law to be made, built, maintained, or repaired upon or adjoining o1 in connection with,or for the use of the Project
or any part thereof,

8. Observance of Laws, Lessee at all times during the demised term. shall keep the demised premises, and at his proportionate
.share of the cxpense, and by the Association,-all common elepients of the Project, in a strictly clean and sanitary condition; shall observe
and perforh all Jaws, ordinances, rules, and regnfations now or hereafter made by any governmental authority and all By-1.aws, rules,
regulations, agreements, decisions, and determination< duly made by the Association which may be applicable to the Project«r == 1se
thereof; shall observe and perform all sestriction- +nands, conditions, and provisions of the Declaration and duly made amenc- 4§
thereto affecting the Project; and shall indemnif = -..r against all actions, suits, damages, and claims by whomever brought or mauc by
reason of the non-cbservance or non-performance :. ruf or of this paragraph by Lessee or any person under him.

9. Repsir and Maintenance. Except as provided in paragraph 10 heseof, Lessee, at all times during the demised tesm, shall weil
and substantially repair, maintain, amend, and ¥eep the demised premises, and at his proportionate sharc of the expense and by the
Association, all common eiements of the Project, iogether with all necessary additions and alterations thereto, in good order aid
condition; and at his proportionate share of the expense and by the Association, shall maintain all landscaping of the Project and all
adjacent land between any street boundary of the Project and the established curb line in a neat and attractive condition, and all trees,
shrubs, and grass thereon in good cultivation, replanting as may be necessary. Lessor shall assign to Lessee any and all rights of recovery
against-the developer or developer’s contractors due to faslty materials or workmanship.

“18. Uninsured Casoaity. In the cvent that at any time during the term of this lease the improvements of the project shall be
damaged or destroyed by any casualty notf herein required to be insured against and the Association shall remove all remains of such
improvements and restore said land to even grade and cause all subsisting apartment leases to be surrendered, Lessee, if his mortgagee
shall join therein, may surrender this lease and thereby be relieved of any fuﬂ.her obligations, subject to payment 1o Lessor of all ent,
taxes and assessments payable for the current yzar.

11. inspection. Lessec shall permit Lessor and its agents at all masonable times during the demised term to enitr the demised
premises and the Profact and examine the state of repair and condition thercof, and shall repair and make good at his own expense all
defects in the demised premises and at his propuriionate share of the expense and by the Association, shall repair and make good all
defects in the common elements of the Project required herein to be r=paired, and of which notice is given by Lessor or 1ts agents, within
fifteen (15) days after the giving of such riotice.

12. Apartment Use. The demised premises shail be used for residential and hotel purposes only ant shall not be used for or in
cor . ction with the canymg on of any busme% of Iyade or in any manner not pcrmiticd by the Declaration or by the By-Laws of the
Association.

13 Construction of Improvements. Lesser shall not individually or by the Associstion erect or place anywher: within the Project
any building or structdre, including fences and walls, nor make any additions or structural alterations (v or exterof <hanges of any
common glement of the Project, nor place or :raintain any bill or sign thereon, except in avcordance with plaas and specifications
therefor, including a defailed plot plan, first approved in writiog by Lessor.

i4. Bond. Lessee shall not individually or by the Association commence construction of any improvement to the demised
premises or the Project without first obiaining and depositing with Lessor a bond naming ! ~ssor as obligee with a corporate surety
suthorized to do business in the State of Hawaii, which bond shall guaraniec completion of such construcrion in accordance with the
contract therctor free and clear of all mechanics' and materialmen’s liens and shall be in a penal s2m not less than the cost of such
construction,

15. Waste and Untawful Use. Lessee shall not individually or by the Association make or suffer anpy strip or wasie or any
unlawful, improper or offensive use of the demised premises or the Project.

16. Fire Insurance, The Lessee will during the ierm of this lease cause the Associztion to keep any and aH buildings and other
improvemerits now on or heseafter exected on the lands abave described insured against loss or damage by fire, malicious mischief and
vandalism, sid extended coverage risks, and during time of war, to the extent the same is reasonably obtainable, against war risks, in the
name of the Boord of Directors of the Association, as trustce for Lessor and Lessees, and, any mortgagees of Lessees’ interests, as their
intergsts shall 3ppear, in an insurance company or compaiies authorized to do business in the State of Hawaii, in an amount as pearly as
posmble equal to the I'eplacemem value thereof, all in accordance with the requirements of the Declaration. The proceeds of such
insutance shall be paid to an insurance trustee and Lessee shall pay his proportionate share of any charges of such insurance trustee, If
the apartment building is demaged by fire of other casualty which is insured against and said damage is limited to a single apartment, the
insy ¢, proceeds shall be paid to the awner of such apartment, and the mortgagee or mortgagees of the owner of such apartment, as
lhe‘ I Tespective interests may appear, and such owner of mortgagee or morigagees shal! use the same to and shall forthwith rebuild or
repair ‘such apariment.. I such damage shall extend to two or more apartments or eXtends to any part of the common elements, all
proceeds of such insurance (excluding the procec=s of any rental yalue or use and occupancy insurance of Lessee) shall be retained by

- ‘the designated trust company for the benefit of the Association of Apartment Owners, and. Lelsee shall cause the Association of
-Apartnient Owners to use the proceeds with all reasonable speed for rebuilding, repairing or otherwise reinstating the same buildings in a
good and substantial manner according to the rriginal pian and elevation thereof or such modified plan conforming to laws and
regulations then in effect as shaii be first approved in writing by Lesior and all other parties ir. intesest thereby directly affecled. and
Lessee will make up from his own funds his pro rata share of any deficiency in the insurance proceeds. Such rebuilding, eepairing or
reinstating shall be made under the supeivision of a licensed architect or engincer previously approved by the Lessor and disbursements
from such proceeds shall be made 1o the contractor for such work only as the work progresses and wpon appropriate certification by
such architect or engineer subject to such reasonable safeguards as may be unpoaed by any morigagee or the surety company on such
bond. In the event the insurance proceeds arc insufficient to pay the cost of repairing 6 feconstructing any damage occasioned by an
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snaired hazard, the Lessee shull puy his propottionate shure of any special assessient kevied by the Association to pay the cost, In excess
of the insurance proveeds, of repairing or rebuikling: provided. however, that if the rrstoration of the bubiding in accordance with the
ongine pluns und specifications oe with such modified plans as shall be wgreed vpon by the Lessor and the Association shall nof be
petmissible under the taws and regulations then existing. or if the buildings and improvemenis o1 said premises shall be damaged at any
tisne dunng the st ten (1) years of the term. wod the inserance proceeds shall be insuificien’ 1o restore the building, then if all other
lessces and sublessees and their moerigagees shall do Wikewise, Lessce, by tender of a written insteumicnt in a fore switabie for recording
and consented to by Lessee's morigages, if any, within sixty (b0) days after such casusliy, may surrender this kease effective as of the
date of such casmaity; and in the event that the Lessees exetcise thear aptions 1o surrender, the insurance proceeds shall be first wsed to
emave any remzining improvements amd 1he balance, if any, vhall be paid to the Legsor. the Lesiees and the mortgagees, if any, of the
inferests of the Lessees, as their interests shall appear, Lessee being entithed 1o take e proportion of such insursacs proceeds, which the
unexpired tem of the lease a1 the time of such casualty bears 1o th entise term of the lease, and the Lassor being entitied to the balaace
of such proceeds. And the Lessee uhalt be released and relicved of ail obhgations to rebuild and also from fuzther obligations under the
tenns of thisdease, and the Lewsor shall refund any prepaid but an-amed rent. Any suvh surrender shall be accompanied by payment of
any sccrued bt unpand 1ont and real propeily taxes for tie year of surender, That pottion of the proceeds payable to the Apartment
Lessees {and their morgagees) shutl be dividod between the Apartment Lessees in the same ratio as the rental payable by sach Lessee
hears (o the total rental for all Apartments. )

17. Lisbility Insurance. Lessee, at all uimes during the demised tesm, at his proporiionate share of the exponse, and by the
Association, shall-effect and maintain with respect to the Project comprchenuve general liability insurance covering the Association, all
the condemmium. anats, and the Managing Agent and other employecs of the Association, and naming Lessor as additional insered, 'n an
insurance company authorized (v do-business in the State of Hawah with minimum bmits of not less than $500,000 for injury to one
person and 31,000,000 for injur (o more than one person in any. one accident of occorrence and alse inwirance in a sum not less than
$50,000 against claims for property damage. in the manner provided in the Declaration.

18. Indemnity. Lessee shall inderanify and hold Lesser harmiess againat all ckums and demands tor toss or damage, other than
10%s or damage as may be caused by the negligence or misconduct of Lessor of its agents, including property dumage, personal injury and
wrongful death, arising out of or in connection with the use or occupancy of the demised premiscs or the project by Lessee of any
person clamming by, through or uader him, or.any accident ot fire in the demised premises or any nusance made or suffered theiein, or
any failure by Lest  ~t the Association to keep the demised premises and the Project or any sidewalk abutting it in a safe coadition and
shall reimburse Less - abl costs and expenses, inchading reasonable attorney s Foes, incurred by it 1a defending againsd any such claim
or demand: Leswe s a0id all goods, metenais, furpiture, fixwsres, equipmient, machinery and other property whatever of Lessee
within the demied pre  sex or the Praject at the sole risk « i Lessee and shalt hold Lessar harmless against any claims for boss or damage
thereto by any cause whatsoever, other than the negligence or misconduct - ' *ssor or its agents.

19, Lessor’s Costs and Expenses Lessee shall pay o Lessor on . v all casts and expenses, mcluding reasonable attomeys
fees, incurred by it in erlotcing anv covenantl of 1vssee sontained herzii..  emedying any breach thereof, in recavering posession of
the demised premises or e = 7 reof. inc "zcting any delinquent rent, taxes, assessments, or otiter charges payable by Lesser, orf in
conmection: with any litigati. [ than condrmnation proceedings, commenced by or against | 2isee o which Lessor without any
faislt on its part is made a party.

. 20, Lietw Yessee shall noy individoally or by the Association commit or suffer any act or neglect wherehy the demised premises
ot the estate of Lessee thercin or the Project or any part thereof at any tame durng the demised term becomes subject to sny
altachment; judgment, lien, charge, or encumbrance whatsoever. other than any authorized morigage, amd saall indemmify and hold
Lessar harmless against all losses, costs, and expenses including reasonable attorneys” fees, éncurred by it in connection thepewith.

21, Mansging: Agenmt. Lessee, ai all times during the demised jerm. at his proportivaste share of the expense, amd by the
Assgciation, shall employ and maiutain a responsible trust company or other corporation incorporated under the laws of the State of
Hawati as Managing ‘Agent of the Project for the disect management an operalion thereof and maintenance, repair, rebuildiog, and
restoration of the common elements. Such managing agent shall be sesponsible for the collection, custody, and paymeni to Lessor of all
ment, taxes, assessments and other charges payable 1o Lessor by Lessee: provided, however, that notwithstanding such agency Lessee at
ab times shall remain liable directdy to Lessor for the performance of all abligations of Lessee contained herein. Such Managing Apemt
shall advise Lessor, the Board of Diecctors of the Association, and any mortgagee of secord of Lessee’s interest in the demised premises
of any delinquency by Lessee in the paymeni of real property taxes and assessmenis or of his propoctionzie share of the common
expenses.

22, Sarrender. Upon exapiration of the demised term ur upon sooner termination of this Apariment Lease, Lessee peaceably shall
deliver tir Lessor possession of the demised premices, together with all improvcinents thereon or belonging 1thorcto, by whomsoever
made. i good arder and vondibion excep! jor fepsonable wear and tear and as otherwise provided eapressdy herein; provided, however,
wat Lessee, if not then an default hereunder, by the Assaciation may remeove any trade fixtures instalied 10 the demise@ premises during
the demised temm but shail repair promptly ¢o the satsiaction of Lessor all damage caused by such removal.

~3. Hoidover. In the event Lessce remairs i passessiva of the demised premises after oo puration o} ehe demised fermm without the
exeoution of a new kease wid in such naaner as to create a valid holdover wnancy, Lessce shall be decmed to occupy the demised
premises.as'a tenant from month to month spbject to all the terms and conditions hereof as are applicable to a month-te-month 12nancy.

- 24, Defsasance. This Aparicient Lease is upon the express and continuing condition that (ai if Lessce [zils 1o pay said reat or iy
purt; thereof Avithin - 15 days after it has become due, whether or not it has been legally demanded, or (b} if Lessee fails to obwerve or
pecfonm faitnfully any covenant or agreement contained herein and ta be observed and performed by Lessec and such defauit continves
for thirty (30) days after writien notice thereof is given fo Lessee, or (¢} if Lessec then owing this Apariment Lease becomes bankeupt or
makes any assignment.for the benefit of his oieditors or abandons the demuesed oremises, or id} if this Apartment Lease or any estate or
interest of Lessce thorein 18 sobd under any artachmeiit of execution, Lessor in any such case, but su™jzct 1o the provisioms of pargraphs
& and 28 heren®, at once may re-enter the demised premises or 20y part thereof in the name of the whole and. with or without such
encry, at the option of Lewsor tenminate this Apartment Lease, without service of notice of kegal process, may expel and remove from the
demised premises:Lessee and all persons claiming by. through, or under him and their effects without being deemed guilty of any
trespass: or becoming Liable €o1 any Joss or damape occasioned thereby. and may bring an action for summary possessiun of the demised
premises, ali without prejodice i any other remedy ox right of action which Lessor may have fo1 arrears of rent or for any carlier breach
of contract; provided, however, that o failure of the Association 1o observe ur perform any covenant of Lessce provided hesein fo be
observed ang performed by the Associatier shali constitute a defaull by Lessee iwercunder so fong as Lessec uses his best efiforts 1o cause
such covenant to be'ohserved and performed by the Asociation and pays his propostionate share of all expenses with spect thercio
within fifteen (15) days aftcr sach properuonale share has become duc and payable by Lessee,

25, Comdemmation. If at any time during the demised temm the demised premises or the Project vi any part thereod shaki be
condemned under the power of emment domain, the Lessee shall surrender to the Lessor hus lcaschold interest in all the premises so
taken or condemned, and except as hercinafter provided, Lessee shall not be enbitled by reason thereof to any claim against Lessor for
compensation or damages for loss of his keasehold interest; provided, however, that the rent otherwise payable to Lesior bereunder shall
be reduced upon any such condemasdion in the same proporton that the area of any land of the Project so taken of condemned bears to
the arca of the land of the Praject immediztely preceding the occurrence thereof. All compensation and damage for or on atcount of any
land shall be payable 10 and be the sole property of the Lessor. All compensation and damages for or on acvourt of any buiding or
other improvements of the Project so taken of condemned shall be payable ta sach bank or trust company authonzed to 1o basiness mn
the State of Hawsii a5 the Association shall designaie as tnustee for all condomimium enit owners and mortgagees of record sifected
thercby according to their respective utterests so taken or condemned, and shall be used as soon as practicable by Lessee and the
Association for repairing, rebuilding, and sestonng e demised pramsses and the Project on thr remaining land in accordance with
modified plans and specifications therefor first approved in weiting by Lessor, and Lessee. at his proportionate share of the expense wnd
by the Asociation, shall make up any deficicacy in such compensation and damages, ali 1m the mannes provided in the Declazation. In
any event, (a) if only part of the Project is su tuken or condemned, therchy rendering the rematning lund and the building and other
improvements thereon unsuitable for the purposes of the Projoct, end the Association removes all remains of the building and other
improvements and sestores the cemaming land to geod order wnd condition and even grade and causes ali other subsisting leases of the
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Project to be surrendered to Lessor. or (b) if ail or any part of the demised premises i3 10 taken or condemned, thereby rendering anv
remaining pan thercof unsuitble for residential or commercial pusposes, and the Association removes ail remains of the demised
premises and rertores the remaining common clements of the Project to good order and coadition and by a duly exccuted amended
declaration causes- the remaining pari of the Project 1o be reconstituted as 2 new horizontal properly regime without the demised
premises, Lessee in sither case may surrender this Apartment Lesse and thereby be relieved of sny further obligations to Lessor, subject
10 the payment to Lessor of all rent proated ta the date of such sutmnder and all taxes, assessmenis, and oiher charges payabie
hercunder for the full calendar year of such surrender. Any compensation and damages which shall represent the valwe of the buildings
erecied upon the demized premises shail be apportioned betweon Lewor and Lessee, Lessee being entitled fo take the proportion of such
awun! togethor with intérest thereon, if any, which the unexpired term of the lease at the time of condemnation bears lo the remaining
life of said new building or buildings at the time of condemmantion, and Lessor being cntitled to the balance of such award.
Condemnation of any leasehold interest in the Project shall not terminate this Apartment Lease por excuse Lessee from full performance
of the covenants of Lessce contained herein and capabie of pestormance by hin, but in such case Lessee may chaim and recover from the
condemning authosity all compensation and damages payable for loss of his lrasehold interest. In the event that oaly the fee smple
interest is condsmaed, subject 10 this Jease, under the power of eminent domain, all proceeds of condem ration shail belong 1o Lessor.

26. Comsent to Amignorent and Sublefting, Lcssee from time to time without further consent of Lessor may assign this
Apartment Lease or sublet the demised premises; provided, however, that cvery assignment of this Apartment Lease othes than 2
mortgage shall contain the written undertaking of the asxignee to perform all obiigations of Lessee contained h:rein. and that upon
execution of any such assignment a true copy thereod shall be delivered promptly ta Lesor,

27. Conseat to Morigage. Lessee from fime tu time wilour furthet consent of Lessor may mortgage this Apartment Lease to any
bank, insurance company, or uther established fending institution, as morigagee: provided, however, that upon execution of any such
marigage a true copy thereaf shall be dulivered promptly io Lessor.  The morigagee may enfarce such mortgage and acquire titie to the
feasehold estate of Lessee in auy lawinl way, and peading foreclosiwe of such inortgage may enter, tuke possession of, and reny the
demised premises, and upon Foreclosure therof without further consent of Lessor may »cli and asugn this Apariment Lease by an
assignment in which the assignee expressly shall assume and agree to observe and perform all covenants of Lessee contmned therem, and
such assignes may make a purchase money mofigage of this Apartment Lease to any similur mortgagee; provided, however, that upon
execation of 23 ¥uch mortgage or assignment a true copy thereof shail be delivered promptily to Lessor. The mortgages shall be liable 1o
pefomm the covenants of Lessee conisined herein only during the period that it has possession or ownership of the leaschoid estate of
Lessee. Nothing contained in such mortgage shall refease or v deemed to rebeve Lessee from the full and €aithfut observance and
performance of all his covenants contained herein or from any liabihiiy for the non-observance and non-performance thereof, ror be
deenred to constitute a waiver of any rights of Lessor, and the covenanty, condittons. and agreements of this Apariment Lease shall
control in case of any conflicl with the prowvisions of such mortgage.

28. Protection of Mortoage.

(a) During the existence of any authonzed morigage of this Apartment Lease, Lessos shall not terminate this Apartment Lease
because of any default by Lessco or for any other cause whatever. if, within 120 days after Fessor has mailed to the mortgagee at its fast
known address writien 1 tice of intention fo terminaie this Apartment Lease for such default os other cause, the mortgagee either cures
such default or other cause or, if such default or other cause cannat be cured by the paymant of maney, undenakes in witing o
perfoem all the covenants coptaincd in this Apartmeni Lease capable of perfurmance by 11 uniil such time as this Apartment Leaw is
sokl upon. foreclosare. of such maorigagr; and in case of such undertaking, mortgagee may cure such defsult by acoomplishing the
foreclosure of sach mortgage and such default shall be deemed 10 he cured within said period of 120 days if Rich forzclosare shall be
accomyplished through proceedings instituted within smd period and thereafter prosccuted in & diligent and timely manner: provided {i)
that - pending sich foreclosure Lessor 1s paid all rent, taxes, assessmeni, and other charges provided herein as they become duwe and
paysble and (il) that the party acguinmg the leaschold shall sndertake to cuse any defanits which sl continue to exist after such
acquitition so far as the same shall be curabie by such party and thereafter to perform all of the continuing covenants on the part of the
Lessee to be observed and performed: and upon forcciosure sale of this Apartmeat Lease, the time for performance of any obligation of
Lesoe then tn default, other than pay ment of money, shall be extended by the tme reasonably necessary to compiete such performance
with due diligence. Ownership by or for the same person ar both the fee and keasehold estaies in the demised premises shall not affect
the merger thereof without the prior written approval of the morigagee;

{b) If notwithstanding the provistons of paragraph 28(a) hereof Lessor termunates this Agartmeat Leawe by reason ol any
default by Lessee and takes possession of the demised premises, such mortgagee entrtled 1o notice of intention to terminate under such
paragraph 28(a), for » period of sixty 460) days afier such termananen, shall have an option exercisable by wntten nonce o Lessor
within said sixty (60) days to demand & new lease of the demised premises having upon execution and delivery thereof the foree and
effect described as follows. Such new lease shafl be for 2 term beginnisg on the date of such termimation and ending on the datz thi
Apartment Lease would have terminated had sach defauit not occurred, unkess sooner terminated as provided therein. The rent payabie
under sach new lease shall be the same as that which would have bren payable under this Apartment f.easc had such termination nol
ocenreed, and al the covenants, conditions, and agreemen's of such new kkuse shald be the same a1 thost contalsed in this Apartmeni
Lu.xt, except that the obligations of such mottgagee under such new fease shall not extenit beyond the pecod of its ownership thereof,
If such mortgagee exercises sich option by timely written notice, Lessor and such mortgagee within ten (10) days atier receipt by Lessor
of such writien notice shall execute and delver such new lease, und mich murtgagee, on the date of such execution anu delivery, shall
pay to L+stor all sums of money owning by Lessee 10 Lessor under this Apariment Lease as of the date of such termination, 1ogether
with -al} sums of moncy which would have been payable to Lessee 10 Lessor during the period betwieten such termmation and wich
exocution and delivery had such termingtion not ofcurred and which remain unpaid on the date of such execution and delrvery, together
with cots and expenses, inCGING rewsonable attorneys” fees, incurred Ly Lessor in connsction with such teymination, execution, and
delivery, and together with any paymenis made bv Lestor to the Assaciation 1of Lesiee’s proporticnate share of the common experises,
provided, however, that such morigages shall be credited fur any net rent amd other paymems actually collected by Lewsor in the
meantime fron; any sublesse or other occupunt of the demised premises. At the option of such mortgagee such new leaswe may br
executed by und in-the name of itx nomin=e without such morigagee assuming obligations thereunder beyond the period of its ownership
thereol. If such morigages exercises its option for such new lease, Lemor, for and on behalfl and 21 the cxpense of such mortgagee, shall
pursue and complete prommtly and with doe diligence all appropriate legal remedies available 1o Lessor 10 oust of remove any then fessee
of the demised premises.

{c} Meither Lessor nor Lessee shadl enter into any voluntary agreemeny for the ermination or modificatron of this Apartment
Lease without the prior written approval of each mortgagee of sz2cord of Lesace’s mierest in the demised premises: and

(d) If any mortgages of recond of Letsed's intzrest in the demised premises or a prospective purchaser of such mortgawe or a
prospective purchaser upon foreclosure of sich mortgage by writlen request demands from Lessor 3 statement as 10 any existing defavht
of Lagwe of as 1o the sbsence of such defuuli, Lessor shail deliver such stasement to the requesting party, centifying therein that thin
Apariment Lease is in Rull force and effect and unmodified, 1if such be the case, or stating the modifications; and certifying therein that
these are no defsulis, if sach be the case, or stating all defaults claimed by Lessor,

29. Appnaiml. In cach case that the fair rental value of said parcel of land constriiwting tf ¢ site of the Propect is to be determined
by . appreisal as provided in Paragraph 3 hereof, such fair rertal value shall be determined by three impartial licensed real estate
appraisars. Lewsor end the Association, scting by it Boad of Directots and w sole sgent of Lessee, cach shall appoint one appraiser and
shall give the oiher written notice of wich appointiment, snd if either fails 1o so appoint within L (10) days after receipt of writien
notice of the appointme.t of an #ppraiser by the othey, the one making the appointment may apply 1o any judge of the Circnit Court of
the First Circuit of the State of Hawaii for appoir..acnt of a swcond appraises. The two apprare)s so appointed shall appoint a thd
sppraiser, and if they (wil to 50 appoint within ten (104 days after the appointment of the second appraiser. enther Lessor or the
Association may apply to any such judge for appointment of a third appraiser. The three appraisers so 2ppeinted shail determne such
fair rental value, and the decision of a nojority of them shall be finad, conclusive, and binding upor Lessor and Lessee: provided,
however, that in no event shall the annual rent payable by Lewsee for any period durng the demised term be less than the annual remt
payable by him during the next preceding peried.
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- 30.. Uncidents of Apartment Ownership, Lzsscr joins hereby the Association of Owners of Wailana at Waikiki and shall be bound
by sit acts and ameisments of the Association pursusat to the Declacation and the By-Laws of the Association, Except a3 otherwis
provided hesin, Lessce at ait times during the domisod term and ak loag as he is not in default hereunder shall be deemed to be the
awner of the demised premises for alt purposes provided in the Declarstion and the By-Laws of the Association and shall have all the
rights, privileges, duties snd obligations of such owner; provided, however, Lussoc shall have o power ta amend the Declaration and the
By-Laws of the Associstion ot 1o refrove the Project: frose: the provisiens of the Horizontal Property Act withou! the writien consent of
Lewor, which conseut the Lessor will not unressonably refuse, except that such spproval shall aot be necessary with respect 10 any
amendment to the De amtion approved by all apartment owners dirctly affected, subdividing or cansolidating one or more apartmenis
and changing the pereentage in common clements appurienant thereto into one or mope spartments, o adding, removing, or transferring
one of mose parking stalls ac limited Lenmon ciements to, from, 0r between one of ore apartments; and provided, further, that no
vole on any matler 25 to which this Apartment Lease mquises the conxnit or approva! of Lescor shall he effective without the prios
written approval of Lessor.

311, Noawsiver, Accepiance of ront by Lessor ox its apents shall not be deemed lo be a waiver by Lessor of any breach by Lessee
of any covenani contzined herein or of the right of Lessor (0 te-enter the demised premises for breach of condition. Waiver by Lessor of
any breach by ‘Lessce shall not operate 40 extinguish the covenant. condition, or sgreemeni the breach of which is so waived, nor be
deemed to be a waiver of the right of Lessor 1o declate a forfeiture for any other breach thereof,

. 32. Notices. Any notice ot demand to Lessor o1 Lessec provided or permitted in this Aparémeni Lease may be given sufficicatly
for all puspiwos in writing, mailed a3 registercd or certified mail snd addressed to such party at his post office address specifiod havein or
at the [ast such sddaess designated by sach party in writing to the othes, or delivered personally within the State of Hawaii to such party,
and shali be deemed conclusively to have beon given on the date of sach madling or personal delivery.

33, Covenants and Conditions. Every provision hereof which imposes an obligation upon Lessee of invests an option, power, or
right in Lessor shall be deemned to be a covenant of Léssee in favor of Lessor, the time of obsesvance and performance of every oae of
which is of the essance bereof, Every such covenant shall be.a condition heseof, the sirict observance and performance of which shall be
» condition precedent 1 (e right of Lessee ta remain in possession of the demised premises sand o have the continued benefit hersaf.

34. Gesersl Mrovisions. Lessor and Lessee further agree us follows:

(2) The captions of the paragraphs hereof are for convenicnce only, are not an operative part hereof, and do ot imit or amplify
in any way the provissoms hereof.

{b) This Apartment Lease 15 a compieie integration of every agreement and represcntation made by or on behaif of Lessor and
Lessee. No imphed covenant or prior verbal agreement shall be hetd to vary the provisions hercof, any law or custom notwithstanding.

{c) Lessor shall neither withiold unregsonably or capriciously any consent or approval requited herein 1o be obtained by Lessee,
nor require any consideration therefor other than reimburscioent of reasonable costs and expenses incurred by Lessor in processing such
consent or spproval. 1f Lessor fails to give its written spproval or disapproval within thirty (30) days after receipt of 2 writien recuest for
approval, Lessor shall be conclusively presumed to have givon its writlen approval.

(3} This Apartment Lease shall be binding upon and shall inure 10 the benefit of the successors, legal representatives, wnd assigns
of Lessor and Lemee. The designations “Lessar™ and “Lessee™ include the heirs of Lesmee, their respective successors, kegal
representatives, and assigns and shall be coastrued so that the use of singular number incluces the plural nember, 2rd vicr versa, snd the
use of any gender includes al} genders, The liability of Lessce shal! be joint and severad if Lesste is more than one person.

{e) “Apartment” as nwd bercin includes both residential and commerciai units of the project amd shall have the meaning x
defiped in Section $14-2, Hawaii Revised Stattes.

IN WTTNESS WHEREOF, Lessor and Lessee have executed this Apartment Lease effective as of the date first enumersied herein

this_H P day of ff“""" 19_1o
KDI INVESTMERTS, INC - La«\("\, - )
) o Dol 4‘- :“.
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Rormar Louis Fellers
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Al those certain parcels of and situate st Kalia Waikiki, Honolulu aforesaid, described as follow:
ONE: LOTS:  $5-A-1, arca 13, 237.0 squaze feet, a3 shown on Map 34; and
54, area 9,042.0 square Feet,
57, srea  9,676.0 square feet, and
58, area  9,921.0 square feat, as
shown on Map 15; the above maps are fled in the Office of the Assistant Rugistrar of the Land Court of the State of Hawadi with Land
Court Applicztion No. 852 of Bisnop Trust Company. Limited, Trustee, and being the remainder of the lands described in Certificate of
Title No. 43,295,
SUBJECT, HOWEVER, a1 tc Lot 54 only, the perpetual cascments for sewes purpoms in iavor of the City and County of
Honolula, over, across, upon, slong snd snder Emement 15, as shown on Map 15, as created by Land Court Order No, 7218, dated
January 29, 1947,

TWO: PARCEL 36-B, being an sbandoned portion of Als Moana said Kalia.
1. Portion of Grant 2789 et W.L. Mochonua. Being & portion of the land described in Deed of E. Cait Hobror 10 James A, King,
Minister of the Interior, dated July 1, 1896 and recorded il Liber 165, Pages 13-14. (Land Office Deed 470)

2. Portion of RP. 7033, L.C. Aw. 1775, Apana 1 to Psoa. Being a portion of the land described 1a Deed of Hoadse to James A, King,
Minister of the Interior, dated May 29, 1895 and recorded in Liber 155, Pages 63-64. (Land Office Deed 414)

Beginning st the morthwest comner of this parcel of land, being the common comers of Lot 52-A-1 and Lot 52-B-1 (Msp 35) and
Lot 54 (Map 15) of Land Court Application 852, Parcels 36-A and 36-B of Ala Mosna (Formerly Honolulu-Pearl Harbor Road, Kalia
Sectios, Federsl Aid Project U 44-9), the coordinates of said point of beginning referred to Government Survey Triangulation Station
“PUNCHBOWL" being 9907.93 feet South and 4381.36 feet East, ihence rumning by azimwths measured clockwise from True South: -
1. 231° 35" 34,48 feet siong Lo 54 (Map 15) of Land Court Apphcation 852;

2. Thence along Lot 54 (Hapol.i) of Land Court Application 852 on a curve to the right with a radus of 102.40 feet, the chord azimuth
and distance being 249 54" 39 64.39 feet:

3. Thence slony Lot 55-A-1 (Map 34) of Land Court Application 852 on a curve to the right with a redius of 102.40 feet, the chord
azisnuth and distance bemng 2737 00" 39" 17.05 feey;

4. 2777 4T 7.95 feet along Lot 55-A-1 (Map ) of Lard Court Application 852;

5. 69° 23" 119.81 feet along the northwesterly side of Ala Moana (Formerly Honolulu-Pearl Harhor Road, Kalia Section, Fedoral Aid

Froject U 44-9);

6. 158° 30,066 fect alang Parce] 36-A of Ala Moana (Fosmerly Honolulu-Pearl Hashor Road, Katia Scction, Federal Aid Project U

44-9] to the point of beginning and costaining an area of 1251 square fec.

Being the samw premises described in that certnia deed dated April 19, 1955 and rcorded in the Buican of Conveyances of the
State of Hawaiiin Liber 2951 at Page 451,

RESERVING 1o the Statr of Hawaii in perpetuity an easement ien {10.00} fect wide for sewer purposes, over, under, upon, and
across that wextermmost portion of Parcel 36-B desipnated as Ezsement 15A on the map attached hereto and made a part hercof,
topether with rights of ingress and egress thereto for the construction, mamntenance and repair of said sewer. Said exsement is more
particularty described as follows:

Begmning at the northwest cosner of this Easement [5-A. being the initial point of the above described Parcel 36-B. the
coordinates of said point of beginning referred to Govermment Survey Triangulation Siation "PUNCHBOWL™ being 9907.93 feet South
and 4381.36 feet East, thence runming by azimuths measured clockwise from True Sourth: -

1. 231 35" 10.56 feet siong Lot 54 (Map 151 of Land Court Application 852
1, 338° 30° 3.89 feet;

3. 69" 23 10,10 feet along the northwesterly side of Ala Moana t¥nmerly Honvwbu-Pearl Harbor Road, Kahia Section, Frderal Aud
Project U 44-9;

4. 158° 30" 0.66 feer along Parcel 36-A of Ala Moana (Fommerly Hunululu-Peart Harbor Road, Kalia Section, Federal Aid Project U
44-9) to the point of heginning and containing an area of 27 sguare feet
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STATE OF HAWAl

58
CitY & COUNTY OF HORSLULW
On this dayof _AUG 3 1370 19 before me appeared FRANCIS 4 Iom and
AH FUN CHUN , o me personatly known, who, being by me duly swoemn, did say that they are the
PRESIDENT 4 THEASURER pectively, of KDY INVESTMENTS, INC., and that the

weal affixed to the foregoing instrument is the corporate seal of said corporation, and that said instrumcent was signed and sealed in behalf

. . ‘ . ) ERerTI Y 10K
of said corporation by authority of its Board of Directors, and said ik and
’ o
AH FUN CHUN severally acknowledged said instrument 1o be the free act and deed of said corporation.
Notary Public 0
My commission expires: Tty -“S‘F" :‘ff;{ ezt Cireuit
ol Hewa'

#y Commission FADIrys January 28 1773
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STATEOFHAWKE Colifornia LSS
Counkty 2>f 'reann

on this. 118 _day or_JUne 1979

befare me personally appearsd _1OLEAN Louis

FPellers and YVirginia Guby Fellers

1o me known 10 be the person__S_ described

in and who executed the foregoing instsument and acknowiedged 1o me that - EY executed the aame as__LFST 2

el

BRI
R (,q'(’fﬂiff““-', *
SR ARTEL S NG
aey ‘."‘:Q
o %E\; .
Pl R

T %
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My Colhrmisson expires: Moverter T2, 177 v “nd oL

-
LDy 17T HED - TdA D A (41-{.{.¢1;Z:./





+

I /, /
/”‘:"‘ / I? Ly
¢0 /;. S 7 9 [ (h—-
A W 3 P =1 m{b A 7 . pgg
4 / J}) N ﬂmi}_\_
\Y /\ij 4 \ !
e I A\ U
L Vien, L2 BA T sy RN
(}}20 - P~ i ‘.tl;,: * y .Q
vg” oo e NS A IS \ )
{ \ \‘ *—io" ;., A
52_ ‘? Ifl" i \ .""‘,{\ \(41\ \ %
4-5-‘: 3}' ; l A ﬁ? (‘U_‘ P G
AW 323 | - \ s o o1 x T\
) 4~ e %7 t4 TN AR
&/ PoSeasr O Tt A\
! U}U/ ; \ \ 5)’24453“ Wy
/ , . ) o
Land [ 7 Cowrt : Applicatron \\ B57 '\
O bb;/ I k)
mig ) 5
oy 7 . 42,127 R FT | Y
O, FRORTION OF GRANT 7780 \ \ .
£y TC W. L. MOEWOHUA Y \ ‘ ':f;_
P ' \ \ 7
T ~HPERTHIN OF K P 1093, . On' ﬂ,‘,j 7
fLC AW TS, AFaNA | ' . 1 ﬁd Y
L .TJ AOA . . Y -~ > *
7‘1& “F , Oy 76 o
\ g ¥ r A d-o
/ N 1 : s
g 25ee =227
q <3 e"?eﬂf \sp
s

CONSOLIDATION COF LOTS 54, 55A-1, 57 & 58
OF LAND COURT APPLICATION 8952
AN
PORTION OF GFEANT 2782 71O W. L. MOEHINUA
ANID
PORTION OF R.P 7023, L.C, AW 1175 AR | TO PAOA

KALIA, WAIKIKI, HONOLULY, GAHU, HAWAILL

- .

ecALE: "= 5 PECEMBERR 28, 2&7
TAX VAP REY . 2-6-12:7

OWNERS - K D.|. INVESTMENTS, INC.

: NE(.’I.\TFRED
- PROFLSSHNAL
BSOS ER &

. . SURVIAG,
NCTE : .\ No. 610 ES
Cc’?UﬁQLJDATJC’H Fo'® THE f’uk‘f’:?&ﬁ X
7F CBTANING BLEC. PERMIT ONLY

) SAM O HH!OTA P! ,G?III










Lease Rent Agreement
December 1, 1999 - November 30, 2009
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T.—3K4 STALE QF HAWALL '
OFFTCE OF ASSISTANT ERGISTRAR
HEBECORDED B-T44
STATE OF HAWATT
MaR 03, 2000 11:00 AM RUREAU OF CONVEYANCES
RECORDED
Noc Neo(s) 2610774
MAR 03, Z000 11:00 AM
on Certi{a) 43,298
Dac No{a) 2000-023454
/a/CARL 'I'. WATANARBR
/8/ CARL 'T. WATANABE ACTING
ASSISTANT REGISTRAR REGISTRAR OF CONVEY%BCES
LAND COURT SYSTEM frves e e
Return by: Mail [ ] Pickup [ X ] To:
JOYCE Y. NEELEY, ESQ.
NEELEY & ANDERSON
733 BISHOP STREET, STE. 2301
Honolulu, Hawaii 96813
Telephone: (808) 536-8177 i as .
POCUMENT: AGREEMENT RE: THE WAILANA AT WAIKIKI LEASE RENT

FOR TERM BEGINNING DECEMBER 1, 1999 AND ENDING
NOVEMBER 30, 2009

PARTIES:
LESSOR: KDI INVESTMENTS, INC.

ASSOCIATION: ASSOCIATION OF APARTMENT OWNERS OF THE WAILANA AT
WAIKIKI, a non-profit corporation

KNOW ALL PERSONS BY THESE PRESENTS:

WHEREAS, Lessor is the present owner of a portion of the property more particularly
described in Exhibit "A" attached hereto; and
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WHEREAS, in order to create a condominium project consisting of said property (herein
called the "Project") and to be known as "THE WAILANA AT WAIKIKI," Lessor by that
Declaration of Horizontal Property Regime filed with the Assistant Registrar of the Land Court
of the State of Hawaii on July 31, 1968 as Document No. 449930 and noted on Transfer
Certificate of Title No. 43,296 and recorded in the Bureau of Conveyances of the State of Hawaii
on the same date in Liber 6150 at Page 245 submitted said property to the Horizontal Property
Regime established by the Horizontal Property Act, Chapter 170A, Revised Laws of Hawaii 1955,
as amended (now known as the Condominium Property Act, Chapter 514A, Hawaii Revised
Statutes); and

WHEREAS, apartment leases demising the apartments at the Project (collectively, the
"Apartment Leases") were issued; and

WHEREAS, in accordance with Paragraph 3 of the Apartment Leases, the lease rent
thereunder for the four successive ten-year periods commencing December 1, 1999 shall be equal
to each lessee’s proportionate share (as established for each apartment by the Declaration) of the
fair rental value of the property as described therein; and

WHEREAS, in accordance with Paragraph 3 of the Apartment Leases, the Board of
Directors of the Association is appointed as the agent of the lessees thereunder for the purpose of
determining said lease rent; and

WHEREAS, the Lessor and the Board of Directors of the Association have agreed that the
lease rent for the lease term commencing on December 1, 1999 shall be as set forth in the letter
" agreement dated April 15, 1999 and attached hereto as Exhibit "B";

NOW, THEREFORE, the lease rent for the apartments at the Project for said lease term
is as set forth in Exhibit "B."

IN WITNESS WHEREOQF, the parties have executed these presents this 24th day of
February , 2000,

KDI INVESTMENTS, INC.

By: }"” ity U ixzfvw

i
Type Name: Mary A. Tom

Type Title: President

"LESSOR"
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ASSOCIATION OF OWNERS
OF THE WAILANA AT WAIKIKI

By: jam /7 . é(:;\ézwx

TYPE NAME: Geraldine A. O'Lea@

TYPE TITLE: President

TYPE NAME: Neta P. Stillman

TYPE TITLE: Secretary

"ASSOCIATION"
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STATE OF HAWAIIL )

)SS:
CITY AND COUNTY OF HONOLULU )

On this 4 day of #/arc/A , 2000, before me appeared

MIshn. A . Tom , to me personally known, who, being by me duly sworn, did say
thathe isthé Pv s ;i of £ i1t of KDI INVESTMENTS, INC. ,-a Hawaii corporation and that
said instrument was signed in behalf of said corporation by authority of its Board of Directors, and

that said officer acknowledged said instrument to be the free act and deed of said corporation.

."l"“ll”,

$ 'T,\ '.. OTAR O ¢ (Slgnature)
fa; Ty ]
§*:$*}.§:§ Fadvicim A /‘\/’a:vo/(»wf
3 :._ s (Printed or Typed Name) s
"“ m-'.p UBLXO.."\} $
""f‘\”t “Sr\‘ 3 Notary Public, State of Hawaii
KR RN My commission expires: ff'@‘;is + 4 . S OO0
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STATE OF HAWAII )

) SS.
CITY AND COUNTY OF HONOLULU )
On this 24th day of February , 2000, before me personally appeared
Geraldine A. O'leary , to me personally known, who being by me duly

sworn, did say that she is the President - of the ASSOCIATION OF OWNERS OF
THE WAILANA AT WAIKIKI, a Hawaii non-profit corporation, and that said instrument signed
in behalf of said Association by authority of its Board of Directors, and that said officer

acknowledged said instrument to be the free act az deedqof/rid Assogfation.

] fgnature)
Amnie C. Kekoolani

(Printed or Typed Name)

Notary Public, State of Hawaii
My commission expires: _02-16-2002

STATE OF HAWAII )
) SS.
CITY AND COUNTY OF HONOLULU )
On this 24th day of February , 2000, before me personally appeared
Neta P, Stillman , to me personally known, who being by me duly

sworn, did say that she isthe  Secretary - of the ASSOCIATION OF OWNERS OF
THE WAILANA AT WAIKIKI, a Hawaii non-profit corporation, and that said instrument signed
in behalf of said Association by authority of its Board of Directors, and that said officer

acknowledged said instrument to be the free act Z.Qeed Ofgi(i(}\(ss/o‘?ﬁion.

(Signature)
Amnie C. Kekoolani

(Printed or Typed Name)

Notary Public, State of Hawaii
My commission expires: _02-16-2002

¢:\doc\wailana\agreement-rent
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EXHIBIT "A"

All those certain parcels of land situate at Kalia Waikiki, Honolulu aforesaid, described
as follows:

ONE: LOTS: 55-A-1, area 13,237.0 square feet, as shown on Map 34; and
’ 54, area 9,042.0 square feet,
57, area 9,676.0 square feet, and
58, area 9,921.0 square feet, as shown on Map 15; the above maps
are filed in the Office of the Assistant Registrar of the Land Court of the State of Hawaii with
Land Court Application No. 852 of Bishop Trust Company, Limited, Trustee, and being the
remainder of the lands described in Certificate of Title No. 43,296. _

SUBJECT, HOWEVER, as to Lot 54 only, the perpetual easements for sewer purposes
in favor of the City and County of Honolulu, over, across, upon, along and under Easement
15, as shown on Map 15, as created by Land Court Order No. 7218, dated January 29, 1947.

TWO: PARCEL 36-B, being an abandoned portion of Ala Moana said Kalia.

1. Portion of Grant 2789 to W.L. Moehonua. Being a portion of the land described in
Deed of E. Coit Hobron to James A. King, Minister of the Interior, dated July 1, 1896
and recorded in Liber 165, Pages 13-14. (Land Office Deed 470)

2. Portion of R.P. 7033, L.C. Aw. 1775, Apana 1 to Paoa. Being a portion of the land
described in Deed of Hoolae to James A. King, Minister of the Interior, dated May 29,
‘1895 and recorded in Liber 155, Pages 63-64.. (Land Office Deed 414)

Beginning at the northwest corner of this parcel of land, being the common corners of
Lot 52-A-1 and Lot 52-B-1 (Map 36) and Lot 54 (Map 15) of Land Court Application 852,
Parcels 36-A and 36-B of Ala Moana (Formerly Honolulu-Pearl Harbor Road, Kalia Section,
Federal Aid Project U 44-9), the coordinates of said point of beginning referred to Government
Survey Triangulation Station "PUNCHBOWL" being 9907.93 feet South and 4381.36 feet East,
thence running by azimuths measured clockwise from True South:-

1. 231° 35  34.48 feet along Lot 54 (Map 15) of Land Court Application 852;

2. Thence along Lot 54 (Map 15) of Land Court Application 852 on a curve to the right
with a radius of 102.40 feet, the chord azimuth and
distance being 249° 54’ 39" 64.39 feet;

3. Thence along Lot 55-A-1 (Map 34) of Land Court Application 852 on a curve to the
right with a radius of 102.40 feet, the chord azimuth and
distance being 273° 00° 39" 17.05 feet;

4. 277° 47" 7.95 feet along Lot 55-A-1 (Map 34) of Land Court Application 852;





5. 69° 23> 119.81 feet along the northwesterly side of Ala Moana (Formerly

Honolulu-Pearl Harbor Road, Kalia Section, Federal Aid
Project U 44-9);

6. 158° 30°  0.66 feet along Parcel 36-A of Ala Moana (Formerly Honolulu-Pearl
Harbor Road, Kalia Section, Federal Aid Project U 44-9)
to the point of the beginning and containing an area 1251
square feet.

Being the same premises described in that certain deed dated April 19, 1955 and
recorded in the Bureau of Conveyances of the State of Hawaii in Liber 2951 at Page 451.

RESERVING to the State of Hawaii in perpetuity an easement ten (10.00) feet wide for
sewer purposes, over, under, upon, and across that westernmost portion of Parcel 36-B
designated as Easement 15-A on the map attached hereto and made a part hereof, together with
rights of ingress and egress thereto for the construction, maintenance and repair of said sewer.
Said easement is more particularly described as follows:

Beginning at the northwest corner of this Easement 15-A, being the initial point of the
above described Parcel 36-B, the coordinates of said point of beginning referred to Government
Survey Triangulation Station "PUNCHBOWL" being 9907.93 feet South and 4381.36 feet East,
thence running by azimuths measured clockwise from True South:-

1. 231° 35" 10.56 feet along Lot 54 (Map 15) of Land Court Application 852;

2. 338° 30°  3.89 feet;

3. 69° 23°  10.10 feet along the northwesterly side of Ala Moana (Formerly
Honolulu-Pearl Harbor Road, Kalia Section, Federal Aid
Project U 44-9);

4. 158° 30°  0.66 feet along Parcel 36-A of Ala Moana (Formerly Honolulu-Pear]
Harbor Road, Kalia Section, Federal Aid Project U 44-9)
to the point of beginning and containing an area of 23
square feet.





THE WAILANA AT WAIKIKI

Apartment Leases
Regular System Land Court

Apartment No. Liber Page Document No.
500-C 7152 270 509726
501-B 7132 301 508597
502-B 7132 330 508600
503-A 7133 59 508619
504-A 7132 359 508602
505-A 7140 88 508996
506-A 7140 114 508998
507-A 7133 117 508625
508-A 7133 30 508617
509-A 7133 1 508614
510-A 7 7132 388 508605
600-C 7133 88 508622
601-B 7132 446 508611
602-B 7132 417 508608
603-A 7140 130 509000
604-A 7133 291 508643
605-A 7140 157 509002
606-A 7133 262 508640
607-A 7133 233 508637
608-A 7133 204 508634
609-A 7152 279 509727
610-A1 7137 178 508856
700-C 7133 320 508646
701-B 7133 175 508631
702-B 7133 146 508628
703-A 7133 349 508649
704-A 7133 378 508652
705-A 7133 407 508655
706-A 7133 436 508658
707-A 7133 465 508661
708-A 7134 21 508664
709-A 7140 184 509004
710-A 7134 50 508667
800-C 7134 79 508670
801-B 7185 223 512133
802-B 7152 288 509728
803-A 7140 211 509006
804-A 7137 91 508847

805-A 7137 127 508850





806-A
307-A
308-A
809-A
810-A1
900-C
901-B
902-B
903-A
904-A
905-A
906-A
907-A
908-A
909-A
910-A1
1000-C
1001-B
1002-B
1003-A
1004-A
1005-A
1006-A
1007-A
1008-A
1009-A
1010-A1
1100-C
1101-B
1102-B
1103-A
1104-A
1105-A
1106-A
1107-A
1108-A
1109-A
1110-Al
1200-C
1201-B
1202-B

1203-A

1204-A
1205-A
1206-A

Liber
7137
7137
7134
7137
7137
7187
7137
7138
7138
7138
7146
7138
7140
7138
7138
7138
7140
7140
7137
7137
7152
7134
7134
7134
7134
7137
7137
7137
7137
7137
7138
7138
7136
7137
7140
7137
7136
7144
7136
7136
7185
7136
7136
7136
7152

Page

149
207
108
236
263
292
348
49

78

106
132
135
239
163
192
307
268
296

33

297
137
166
195
224
377
62

406
435
467
21

336
106
291
324
319
135
264
164
193
251
222
251
280
306

Document No.

508853
508859

508673
508862
508865
510943
508874
508892
508895
508898
509334
508901
509008
508904
508907
508919
509010
509012
508838
508841
509729
508676
508679
508682
508685
508877
508844
508880
508883
508886
508889
508922
508799
508868
500014
508871
508802
509180
508805
508808
512136 -
508811
508814
508817
509730

b





o
1208-A
1209-A
1210-A1
1300-C
1301-B
1302-B
1303-A
1304-A
1305-A
1306-A
1307-A
1308-A
1309-A
1310-A1
1400-C
1401-B
1403-A
1404-A
1405-A
1406-A
1407-A
1408-A
1409-A
1410-A1
1500-C
1501-B
1502-B
1503-A
1504-A
1505-A
1507-A
1509-A
1510-A1
1601-B
1602-B
1603-A
1604-A
1605-A

Liber
7136
7152
7136
7136
7142
7136
7138
7138
7138
7135
7135
7135
7135
7135
7144
7144
7146
7152
7140
7139
7139
7140
7185
7142
7139
7135
7185
7140
7140
7135

Page

309
315
338
367
280
48

451
221
249
278
18

47

76

76

222
292
338
160
382
312
122
309
340
368
333
397
310
338
410
368
397

Document No.

508820
509731
508823
508826
508829
508832
509063
508835
508910
508913
508916
508718
508721
508724
508727
508730
508733
508736
508751
508739
508742
509182
509422 r,u,.v.,,u N
509177 -
509337
509732
509019
508066
508960
509334
512142
509068
508972
508975
509733
508978
508745
508748
512145
509021
509016
508754
508757

’e





1701-B
1702-B
1704-A
1705-A
1706-A
1707-A
1708-A
1710-A1
1801-B
1803-A
1806-A
1901-B
1902-B
1905-A
1906-A
1909-A
1910-A1

PH_ZO(X)—El g:'“

PH-2001-D1
200D
PH-2003-D1
Bii-2004-D1
PE=2100-F
M2101-D
PH-9109-D
PrTL05eD

Liber
7185
7152
7187
7167
7141
7141
7135
7135
7136
7136
7136
7139

7139

7141
7139
7140
7140
7140
7141
7141
7141
7141
7141
7141
7142
7140
7140
7141
7141
7141
7152
7141
7141
7141
7141
7141
7147
7144
7144
7143
7143
7143
7143
7143
7144

Page
367
342
87
201
239
267
426
451

32
77
253
425
407
450

31
59

205
323
351
379
434
405
20

437
465
21

48

76

351
103
130
157
184
212
301
179
207
429
401
373
457
466
39

pocument No.
512148

509734
512276
510944
509043
509045
508760
508763
508766 -~
508769
508773
508963
508981
509055
508984
508987
508990
508993
509047
509049
509051
509053
509057
509059
509061
509023
509025
509027
509029
509031
509735
509033
509035
509037
509039
509041
509425
509173 ~
509175
509157
509155
509153
509159
509161'
509163

£





PH-2104-D
PH-2200-E
PH-2201-D
PH~-2202-D
PH-2203-D
PH-2204-D
PH-2300-E
PH-2301-D
PH-2302-D
PH-2383-D
PH-2304-D
Penthouse

Manager’s Office
Commercial Area No. 1
Commercial Area No. 2
Commercial Area No. 3
Commercial Area No. 4
Office Area A

Office Area B

Office Area C

Office Area D

Office Area E
Commercial Garage
Commercial Storage Area

Liber
7144
7185
7144
7167
7144
7144
7144
7149
7144
7187
7144
7346
7310
7310
7310
7310
No Lease
7310
7310
7310
7310
7310
7149
7149

Page

67

375
95

300
123
151
321
301
349
132
377
266
102
129
156
183

237
210
264
291
318
150
122

Pocument Ho.

509165
512149
509167
510945
509169 .-
509171
509185
509518
509187
512279
509189
523719
521664
521665
521666
521667

521669
521668
521670
521671
521672
509509
509508
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KDI Investments, Inc.
1860 Ala Moana Boulevard
Honolulu, Hawaii 96815

April 15, 1999

HAND DELIVERED

Ms. Geri O’Leary

President

Board of Directors

Association of Apartment Owners of the Wailana At Waikiki
1860 Ala Moana Boulevard

Honolulu, Hawaii 96815

Dear Ms. O’Leary:
Re: New Annual Rent

This is in reference to your request to established the fair market rent for the Wailana At Waikiki
for the 10 year period beginning December 1, 1999.

As you know, the annual rental payments set under the Lease will expire on November 30,
1999. The Lease provides that the new rent be established not less than 90 days before the new
rental period begins on December 1, 1999.

Therefore, KDI Investments, Inc. (KDI) proposes to set the annual rent under the Lease for the
next 10 years. The annual rent to be set is referred to in this letter as the “new annual rent.”

1. Basis of New Annual Rent. The new annual rent is to be the “...fair rental value for the

- property, exclusive of improvements, at its highest and best use (the highest and best use

shall be deemed to be the design and size of improvements constructed on the demised
premises at the commencement of this lease)...”

2. Setting of New Annual Rent. The new annual rent is to be set by mutual agreement of
KDI Investments, Inc. (as the Lessor) and the Board of Directors of the AOAO of Wailana
At Waikiki (as sole agent for each Lessee).

3. Proposed New Annual Rent. KDI is proposing a total new rent based on the fair rental
value for the property of $960,000 annually, an amount equal to $80,000 per month, to be
paid by each Lessee in proportion to their percentage common interest in the Wailana At
Waikiki.

EXHIBTE oty





Ms. Geri O’Leary
April 15, 1999
Page 2

A Schedule of New Annual and Monthly Rent by apartment is attached. In the event of a
conflict between the schedule and the proposed new annual rent, the proposed new annual
rent described in this letter will control. The schedule is for informational purposes to assist
the Board of Directors (Board) in reviewing this proposal. The schedule will be adjusted to
exclude any unit that purchases the leased fee interest. For your information, KDI has
reached agreement with 57'Lessees to purchase their leased fee interests. KDI is prepared
to close these leased feéjSales before the new rent is due.
!c";g

4. Payments of New Rent. Under the terms of the Lease, the new annual rent is payable
quarterly in advance. KDI has been accepting payments monthly in advance and is willing
to allow you to continue to make monthly payments in advance. The first monthly payments
are due December 1, 1999.

5. Charging of Interest. KDI is entitled to receive interest on lease rent that is due and
unpaid under your Lease. If the Board accepts the new annual rent and begins paying the
new monthly rent due on December 1, 1999, interest will not accrue. However, if the
Board does not accept the new annual rent and proceeds with arbitration, and the arbitration
does not conclude by November 30, 1999, interest will accrue at a rate of 10% annually on
balances due after November 30, 1999,

6. No Legal Advice. The discussion in this letter is not intended to provide legal advice or
counsel to the Board or to any third parties on the rent setting process. Instead it should be
treated as a summary of KDI's view and positions. KDI recommends that the Board consult
with its attorney concerning these matters.

7. Settlement and Compromise. KDI is proposing the new annual rent as a compromise and
settlement within the meaning of Hawaii Rules of Evidence 408 of a dispute over the
amount of new rent due under your Lease. This proposal is subject to the conditions that it
be treated as an offer of settlement and that it be considered by the parties and their counsel
to be a confidential communication within the meaning of Hawaii Rules of Evidence 408.

8. Acceptance of Proposal. If the Board decides to accept the new annual rent, then sign and
return this letter to KDI Investments, Inc. at 1860 Ala Moana Boulevard, Honolulu, Hawaii
96815 by Friday, May 28, 1999. If KDI does not receive your signed acceptance by
Friday, May 28, 1999, than this proposal will be considered withdrawn.

9. Documentation of New Annual Rent. The Board’s signed acceptance will be confirmation
of our agreement. If the Board requires additional documentation or recordation, the Board
will be responsible for any attorney’s fees, conveyance tax and recording fees.





Ms. Geri O’Leary
April 15, 1999
Page 3

Please feel free to call Joanna Leong at 955-3736 if you have any questions. We look forward to

your reply.

Sincerely,
KDI INVESTMENTS, INC.

Mangy & ~Brn_
4/7/

Mary A. Tom
President
Encl.
ACCEPTED:
BOARD OF DIRECTORS OF THE AOAO
OF WAILANA AT WAIKIKI
‘Name \ <
AU AT %MAM

Title

PNaey 4 7 1797

Date i





WAILANA AT WAIKIKI

Schedule of New Annual and Monthly Kent

beginning December 1, 1999

Percentage

Unit Unit Beds/ Unit Areas in Sq. Ft. Common Rent

No. Type Baths Living Lanai Tolal Interest Annual Monthly
500 C 22 1,33t 226 1,557 0.4952% $4,754 396
501 B 212 1,171 124 1,295 0.4269% 4,098 342
502 B 272 1,171 124 1,295 0.4269% 4,098 342
503 A 212 1,180 124 1,304 0.4300% 4,128 344
504 A 2n 1,180 124 1.304 0.4300% 4,128 344
505 A 212 1,180 124 1,304 0.4300% 4,128 344
506 A 212 1,180 124 1,304 0.4300% 4,128 34
507 A 22 1,180 124 1,304 0.4300% 4,128 344
508 A 212 1,180 124 1,304 0.4300% 4,128 344
509 A-Mad. 22 1,180 1,395 2,575 0.5854% 5,620 468
510 Al 272 1,188 124 1,312 0.4329% 4,156 346
600 [of 212 1,331 226 1,557 0.4952% 4,754 396
601 B 2n 1,171 124 1,295 0.4269% 4,098 342
602 B 22 1,171 124 1,295 0.4269% 4,098 32
603 A 2/2 1,180 124 1,304 0.4300% 4,128 344
604 A 22 1,180 124 1,304 0.4300% 4,128 144
605 A 212 1,180 124 1,304 0.4300% 4,128 344
606 A 272 1,180 124 1,304 0.4300% 4,128 344
607 A 212 1,180 124 1,304 0.4300% 4,128 344
608 A 2 1,180 124 1,304 0.4300% 4,128 344
609 A 212 1,180 124 1,304 0.4300% 4,128 344
610 Al 22 1,188 124 1,312 0.4329% 4,156 346
700 C 212 1,331 226 1,557 0.4952% 4,754 396
701 B 22 1,171 124 1,295 0.4269% 4,098 342
702 B 212 1,171 124 1,295 0.4269% 4,098 342
703 A 2/2 1,180 124 1,304 0.4300% 4,128 344
704 A 22 1,180 124 1,304 0.4300% 4,128 34
705 A 212 1,180 124 1,304 0.4300% 4,128 34
706 A 22 1,180 124 1,304 0.4300% 4,128 344
707 A 212 1,180 124 1,304 0.4300% 4,128 4
708 A 22 1,180 124 1,304 0.4300% 4,128 34
709 A 22 1,180 124 1,304 0.4300% 4,128 344
710 Al 212 1,188 124 1,312 0.4329% 4,156 346
800 C 212 1,331 226 1.557 0.4952% 4,754 396
801 B 212 L1171 124 1,295 0.4269% 4,098 342
802 B 212 1,171 124 1,295 0.4269% 4,098 342
803 A 212 1,180 124 1,304 0.4300% 4,128 344
804 A 22 1,180 124 1,304 0.4300% 4,128 344
805 A 2/2 1,180 124 1.304 0.4300% 4,128 344
806 A 212 1,180 124 1,304 0.4300% 4,128 344
807 A 2/2 1,180 124 1,304 0.4300% 4,128 " 344
808 A 212 1,180 124 1,304 0.4300% 4,128 34
809 A 2/2 1,180 124 1,304 0.4300% 4,128 344
810 Al 22 1,188 124 1,312 0.4329% 4,156 346
900 C 22 1,331 226 1,557 0.4952% 4,754 396
901 B 212 117t 124 1,295 0.4269% 4,098 342
902 B 22 1,171 124 1,295 0.4269% 4,098 342
903 A 212 1,180 124 1,304 0.4300% 4,128 34
904 A 2/2 1,180 124 1,304 0.4300% 4,128 344
905 A 2/2 1,180 124 1,304 0.4300% 4,128 34
906 A 22 1,180 124 1,304 0.4300% 4,128 34
907 A 2/2 1,180 124 1,304 0.4300% 4,128 344
908 A 212 1,180 124 1,304 0.4300% 4,128 4
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WAILANA AT WAIKIKI

Schedule of New Annual and Monthly Rent

beginning December 1, 1999

Percentage

Unit Unit Beds/ Unit Areas in Sq. Ft. Common Rent

No. Type Baths Living Lanai Total Interest Annual Monthly
909 A 22 1,180 124 1,304 0.4300% 4,128 34
910 Al 2R 1,188 124 1,312 0.4329% 4,156 346
1000 C 2/2 1,331 226 1,557 0.4952% 4,754 396
1001 B 22 1,171 124 1,295 0.4269% 4,098 342
1002 B 272 LN 124 1.295 0.4269% 4,098 342
1003 A 212 1,180 124 1,304 0.4300% 4,128 344
1004 A 22 1,180 124 1,304 0.4300% 4,128 344
1005 A 22 1,180 124 1,304 0.4300% 4,128 344
1006 A 22 1,180 124 1,304 0.4300% 4,128 34
1007 A 212 1,180 124 1,304 0.4300% 4,128 34
1008 A 212 1,180 124 1,304 0.4300% 4,128 34
1009 A 2R 1,180 124 1,304 0.4300% 4,128 344
1010 Al 22 1,188 124 1,312 0.4329% 4,156 346
1100 C 272 1,331 226 1,557 0.4952% 4,754 396
1101 B 272 1,171 124 1,295 0.4269% 4,098 342
1102 B 2/2 1,171 124 1,295 0.4269% 4,098 342
1103 A 272 1,180 124 1,304 0.4300% 4,128 34
1104 A 22 1,180 124 1,304 0.4300% 4,128 4
1105 A 212 1,180 124 -1,304 0.4300% 4,128 34
1106 A b 1p] 1,180 124 1,304 0.4300% 4,128 34
1107 A 2R 1,180 124 1,304 0.4300% 4,128 k7
1108 A 212 1,180 124 1,304 0.4300% 4,128 34
1109 A 2/2 1,180 124 1,304 0.4300% 4,128 344
1110 Al 212 1,188 124 1,312 0.4329% 4,156 346
1200 [} 2/2 1,331 226 1,557 0.4952% 4,754 396
1201 B ) 22 L7 124 1,295 0.4269% 4,098 342
1202 B 22 1171 124 1,295 0.4269% 4,098 42
1203 A 21 1,180 124 1,304 0.4300% 4,128 344
1204 A 272 1,180 124 1,304 0.4300% 4,128 344
1205 A 212 1,180 124 1;304 0.4300% 4,128 34
1206 A 2n 1,180 124 1,304 0.4300% 4,128 344
1207 A 272 1,180 124 1,304 0.4300% 4,128 344
1208 A 22 1,180 124 1,304 0.4300% 4,128. 344
1209 A 212 1,180 124 1,304 0.4300% 4,128 344
1210 Al 272 1,188 124 1,312 0.4329% 4,156 346
1300 c 212 1,331 226 1,557 0.4952% 4,754 39%6
1301 B 212 1,17 124 1,295 0.4269% 4,098 a2
1302 B 22 L171 124 1,295 0.4269% 4,098 342
1303 A 212 1,180 124 1,304 0.4300% 4,128 344
1304 A 212 1,180 124 1,304 0.4300% 4,128 4
1305 A 212 1,180 124 1,304 0.4300% 4,128 34
1306 A 212 1,180 124 1,304 0.4300% 4,128 34
1307 A 272 1,180 124 1,304 0.4300% 4,128 344
1308 A 212 1,180 124 1,304 0.4300% 4,128 344
1309 A 22 1,180 124 1,304 0.4300% 4,128 344
1310 Al 22 1,188 124 1,312 0.4329% 4,156 346
1400 Cc 2n 1,331 226 1,557 0.4952% 4,754 3%
1401 B 212 Lin 124 1,295 0.4269% 4,098 342
1402 B 2R 1171 124 1,295 0.4269% 4,098 342
1403 A 22 1,180 124 1,304 0.4300% 4,128 34
1404 A 22 1,180 124 1,304 0.4300% 4,128 344
1405 A 212 1,180 124 1,304 0.4300% 4,128 34
1406 A 212 1,180 124 1,304 0.4300% 4,128 4





WAILANA AT WAIKIKI
Schedule of New Annual and Monthly Rent

beginning December 1, 1999
Percentage

Unit Unit Beds/ Unit Areas in Sq. Ft. Common Rent

No. Type Baths Living Lanai Totil Interest Annual Monthly
1407 A 21 1,180 124 1,304 0.4300% 4,128 344
1408 A 272 1,180 124 1,304 0.4300% 4,128 44
1409 A 272 1,180 124 1,304 0.4300% 4,128 344
1410 Al 22 1,188 124 1,312 0.4329% 4,156 346
1500 C 22 1,331 226 1,557 0.4952% 4,754 396
1501 B 212 | 98 3 124 1,295 0.4269% 4,098 342
1502 B 272 1,171 124 1,295 0.4269% 4,098 342
1503 A 2R 1,180 124 1,304 0.4300% 4,128 34
1504 A 2/2 1,180 124 1,304 0.4300% 4,128 344
1505 A 22 1,180 124 1,304 - 0.4300% 4,128 344
1506 A 212 1,180 124 1,304 0.4300% 4,128 44
1507 A 272 1,180 124 1,304 0.4300% 4,128 344
1508 A 52 1,180 124 1,304 0.4300% 4,128 344
1509 A 2/2 1,180 124 1,304 0.4300% 4,128 344
1510 Al 2/2 1,188 124 1,312 0.4329% 4,156 346
1600 C 22 1,331 226 1,557 0.4952% 4,754 396
1601 B 212 1,171 124 1,295 0.4269% 4,093 342
1602 B 22 1,171 124 1,295 0.4269% 4,098 342
1603 A 22 1,180 124 1,304 0.4300% 4,128 344
1604 A 212 1,180 124 1,304 0.4300% 4,128 344
1605 A 22 1,180 124 1,304 0.4300% 4,128 344
1606 A 272 1,180 124 1,304 0.4300% 4,128 344
1607 A n 1,180 124 1,304 0.4300% 4,128 344
1608 A 22 1,180 124 1,304 0.4300% 4,128 M4
1609 A 212 1,180 124 1,304 0.4300% 4,128 344
1610 Al 22 1,188 i24 1,312 0.4329% 4,156 346
1700 (of 2/2 1,331 226 1,557 0.4952% 4,754 396
1701 B 22 1,17 124 1,295 0.4269% 4,098 342
1702 B 212 1,171 124 1,295 0.4269% 4,098 342
1703 A 2/2 1,180 124 1,304 0.4300% 4,128 344
1704 A 22 1,180 124 1,304 0.4300% 4,128 344
1705 A 2/2 1,180 124 1,304 0.4300% 4,128 J44
1706 A 2/2 1,180 124 1,304 0.4300% 4,128 344
1707 A 212 1,180 124 1.304 0.4300% 4,128 344
1708 A 2/2 1,180 124 1,304 0.4300% 4,128 344
1709 A 212 1,180 124 1,304 0.4300% 4,128 344
1710 Al 22 1,188 124 1,312 0.4329% 4,156 346
1800 (o4 212 1,331 226 1,557 0.4952% 4,754 396
1801 B 2/2 1,171 124 1,295 0.4269% 4,098 342
1802 B 212 LI7l 124 1,295 0.4269% 4,098 342
1803 A 2 1,180 124 1,304 0.4300% 4,128 344
1804 A 22 1,180 124 1,304 0.4300% 4,128 34
1805 A 212 1,180 124 1,304 0.4300% 4,128 344
1806 A 272 1,180 124 1,304 0.4300% 4,128 344
1807 A 22 1,180 124 1,304 0.4300% 4,128 344
1808 A 212 1,180 124 1,304 0.4300% 4,128 34
1809 A 22 1,180 124 1,304 0.4300% 4,128 34
1810 Al 22 1,188 124 1312 0.4329% 4,156 346
1900 Cc 2/2 1,33t 226 1,557 0.4952% 4,754 396
190 B 2712 1,171 124 1,295 0.4269% 4,098 342
1902 B 2/2 1,171 124 1,295 0.4269% 4,098 342
1903 A 202 1,180 124 1,304 0.4300% 4,128 M4
1904 A 22 1,180 124 1,304 0.4300% 4,128 34






WAILANA AT WAIKIKI
Schedule of New Annual and Monthly Rent
beginning December 1, 1999

Percentage
Unit Unit Beds/ Unit Areas in Sq. Ft. ) Common Rent

No. Type Baths Living Lanai Total Interest Annual Monthly
1905 A 212 1,180 124 1,304 0.4300% 4,128 344
1906 A 212 1,180 124 1,304 0.4300% 4,128 344
1907 A 22 1,180 124 1,304 0.4300% 4,128 M4
1908 A 212 1,180 124 1,304 0.4300% 4,128 34
1909 A 2/2 1,180 124 1,304 0.4300% 4,128 34
1910 Al 22 1,188 124 1,312 0.4329% 4,156 346
PH2000 El n 1,667 2,006 3,673 0.8228% 7.899 658
PH2001 D1 2/2 1,381 979 2,360 0.6012% 5,772 481
PH2002 D1 272 1,381 979 2,360 0.6012% 5,772 431
PH2003 - D1 202 1,381 979 2,360 0.6012% 5,172 481
PH2004 bl 22 1,381 979 2,360 0.6012% 5,772 481
PH2100 E n 1,667 239 1,906 0.6153% 5,907 492
PH2101 D 2R 1,381 161 1,542 0.5054% 4,852 404
PH2102 D 212 1,381 161 1,542 0.5054% 4,852 404
PH2103 D 212 1,381 161 1,542 0.5054% 4,852 404
PH2104 D 22 1,381 161 1,542 0.5054% 4,852 404
PH2200 E 3/2 1,667 239 1,906 0.6153% 5,907 492
PH2201 D 212 1,381 161 1.542 0.5054% 4,852 404
PH2202 D 212 1,381 161 -1,542 0.5054% 4,352 404
PH2203 D 212 1,381 161 1,542 0.5054% 4,852 404
PH2204 D 272 1,381 161 1,542 0.5054% 4,852 404
PH2300 E 3n 1,667 239 1,906 0.6153% 5,907 492
PH2301 D mn 1,381 161 1,542 0.5054% 4,852 404
PH2302 D 212 1,381 - 161 1,542 0.5054% 4,852 404
PH2303 D 272 1,381 161 1,542 0.5054% 4,852 404
PH2304 D 22 1,381 161 1,542 0.5054% 4,852 404
PH2400 PH Suite 11 1,718 696 2414 0.6869% 6,594 550
186 Subtotal residential units 227,297 32,528 259,825 83.8591% 805,047 67,090
Commercial garage - 14,275 14,275 1.6805% 16,133 1,344
Commercial arca no. 1 2,158 - 2,158 0.6520% 6,259 522
Commercial area no. 2 3,806 - 3,806 1.1500% 11,040 920
Commercial arca no. 3 7,253 - 7,253 2.1916% 21,039 1,753
Commercial area no. 4-Wailana 8,649 - 8,649 3.0463% 29,244 2,437
Manager's office 400 - 400 0.1209% 1,161 97
Commercial storage area 2,514 - 2,514 1.0119% 9,714 810
Office area "A" 6,030 - 6,030 2,1238% 20,388 1,699
Office area "B" 7.292 - 7.292 2,.5683% 24,656 2,055
Office area "C" 2,398 - 2,398 0.8446% 8,108 676
Office area "D" 620 - 620 0.2184% 2,097 175
Office area "E" 1,512 - 1,512 0.5326% 5,113 426
Subtotal commercial area 42,632 14,275 56,907 16.1409% 154,953 12,914

Grand total 269,929 46,803 316,732 100.0000% $960,000 80,004
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@ Real Estate Services

CER Order No: E.10-7312 Expiration Date: April 4, 2011

Seller: Henry Bachman Escrow Company: Title Guaranty

SUMMARY OF THE LEASE

Section One
Major Provisions of the Lease

PROPERTY
Project: Wailana at Waikiki Apartment No.: 804
Tax Map Key: 1-2-6-012-002 : 0038 Common Interest: .4300%

(Ref: 11, pg. 1 of the lease)

LESSOR

KDI Investments, Inc. ?

(Ref: opening 1, pg. 1 of the lease)

LENGTH OF LEASE TERM

August 1, 1970 to November 30, 2039

(Ref: 1 2, pg. 1 of the lease)

FIXED LEASE RENT

$ 316.56 per year through November 30, 1982
$ 414.96 per year through November 30, 1999

(Ref: 1 3(a) & (b), pg. 1 of the lease)
$ 4,128.00 per year through November 30, 2009

(Ref: See the document titled *““Agreement Re: The Wailana at Waikiki Lease Rent for Term Beginning December 1, 1999
and Ending November 30, 2009" recorded as LCD No. 2610774)

$ 7,568.00 per year through November 30, 2019°

LEASE RENT RENEGOTIATION DATES

December 1, 1999 December 1, 2009 December 1, 2019 December 1, 2029

(Ref: 1 3(c), pg. 1 of the lease)

Note 1: The lessor named in the lease and above may have transferred the lessor’s interest to another party
sometime after the date of the lease and may not be the current lessor.

Note 2: The lease rent was renegotiated as of December 1, 2009. CER is informed the renegotiated lease rent
is the amount shown above. The Buyer is advised to confirm the lease rent and obtain additional
information from the Lessor, Association, management company or other appropriate party.





How RENEGOTIATED LEASE RENTS ARE TO BE CALCULATED

Lessor and Lessee, through the Association, will attempt to determine the renegotiated lease rent
by agreement. If Lessor and the Association are unable to reach an agreement, the renegotiated
lease rent will be determined by appraisal. The selection of the appraisers and determination of
renegotiated lease rent are described below.

Selection of Appraisers

Lessor and the Association will each choose a qualified appraiser. If either party fails to choose
an appraiser, the party who has chosen an appraiser may request that a judge of the Circuit Court
choose an appraiser. The two appraisers will then choose the third appraiser. If the two
appraisers do not choose a third appraiser, either party may request that a judge of the Circuit
Court choose the third appraiser. The three appraisers will determine the renegotiated lease rent
and a decision by a majority of the appraisers will be final and binding upon the parties.

Renegotiated Lease Rent for the Project

The annual renegotiated lease rent for the Project will be equal to the fair market rental value of
the land as determined by the appraisers. However, the lease rent in any renegotiated rental
period will not be less than the lease rent of the immediately preceding rental period.

Lessee's Renegotiated Lease Rent

Lessee's renegotiated lease rent will be equal to the total renegotiated lease rent for the Project
multiplied by Lessee's proportionate share as established by the Declaration.

(Ref: 13(c), pp. 1-2 & 1 29, pg. 4 of the lease)

SURRENDER

Lessee will return the property with all improvements to Lessor at the end of the lease term or
earlier termination of the lease. The property and the improvements must be returned to Lessor
in good condition except for reasonable wear and tear. If Lessee is not then in default, Lessee,
through the Association, may remove any trade fixtures installed on the property, provided that
any damage caused by the removal is repaired.

(Ref: 11 22, pg.3 of the lease)

Section Two
Additional Provisions of the Lease

LESSEE'S AGREEMENTS

1.

DEMISED PREMISES. This section of the lease is described above in Section One of this summary.
DEMISED TERM. This section of the lease is described above in Section One of this summary.
RENT. This section of the lease is described above in Section One of this summary.

QUIET ENJOYMENT. Lessee may use and occupy the property without interference from Lessor,
or persons under Lessor, if Lessee pays the lease rent and performs Lessee's other obligations

under the lease.

TAXES AND ASSESSMENTS. Lessee will pay all real property taxes and assessments whether they
are imposed on Lessor, Lessee or the property and improvements. If any property taxes are
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10.

11.

12.

13.

14.

15.

imposed on Lessor which by statute or ordinance are prohibited to be paid by Lessee, the lease
rent will be increased in an amount equal to the property taxes.

COMMON EXPENSES, CONDOMINIUM UNIT EXPENSE, RATES AND OTHER CHARGES. Lessee, individually
or through the Association, will pay all expenses of the Project. These expenses include (a)
Lessee's proportionate share of common expenses, (b) assessments made by the Association,
(c) utilities, and (d) any charges against the Project made by governmental authorities.

Lessee's failure to pay an assessment by the Association for common expenses will not be
considered a default for which the lease may be canceled under paragraph 24 of the lease,
provided that the Association diligently forecloses any lien the Association may have against
Lessee's interests in the Project.

IMPROVEMENTS REQUIRED BY LAW. Lessee, through the Association, will build and maintain fences,
sewers, drains, roads, curbs, sidewalks, parking areas and any other improvements required by
law.

OBSERVANCE OF LAWS. Lessee will keep the apartment in a clean and sanitary condition. Lessee,
through the Association, will keep the common elements in a clean and sanitary condition.
Lessee will observe all laws, ordinances, rules and regulations made by any governmental
authority that apply to the apartment or Project. Lessee will observe the bylaws, rules, regulations,
agreements, decisions and determinations of the Association. Lessee will observe the provisions
of the Declaration. Lessee will defend and protect Lessor against all claims resulting from the
failure to observe the provisions of this section of the lease.

REPAIR AND MAINTENANCE. Except as provided in paragraph 10 of the lease, Lessee will maintain
the apartment in good condition at Lessee's expense. Lessee, through the Association, will
maintain the common elements in good condition. Any claims for faulty construction which Lessor
may have against the developer of the Project will be assigned to Lessee.

UNINSURED CASUALTY. Lessee may terminate the lease if the improvements of the Project are
substantially damaged or destroyed by a casualty which is not required to be covered by
insurance, provided that the Association removes the remains of the improvements and restores
the land and all other apartment owners terminate their leases.

INSPECTION. Lessor, or Lessor's agent, has the right to inspect the condition of the apartment or
Project. If Lessor, or Lessor's agent, gives notice of any defect to Lessee or the Association, the
defect must be repaired within fifteen (15) days.

APARTMENT USE. Lessee will use the apartment only for residential or hotel purposes. Lessee will
not use the apartment for any trade or business purposes or in any manner which is not permitted
by the Declaration and Bylaws.

CONSTRUCTION OF IMPROVEMENTS. Lessee, individually or through the Association, will not
construct any building (including fences and walls), or alter any common elements of the Project,
without complying with the provisions of this section of the lease.

BOND. Lessee must provide Lessor with a bond before any improvements may be constructed on
the Project. The bond must name Lessor as obligee (party to whom the bonding company is
liable). The bond protects Lessor against claims and insures that the construction will be properly
completed.

WASTE AND UNLAWFUL USE. Lessee, individually or through the Association, will not misuse or

destroy any part of the apartment or Project, or use the apartment or Project for any unlawful,
improper or offensive purpose.
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16.

17.

18.

19.

20.

21.

22.

23.

24,

FIRE INSURANCE. Lessee, through the Association, will obtain insurance which insures the Project
against fire and other casualties. The insurance must be of the type and in the amount specified
in this section of the lease. Any insurance proceeds received due to an insured casualty must be
used by the Association to rebuild or repair the damaged improvements. Lessee must pay a
proportionate share of any difference between the cost of rebuilding or repair and the amount of
the insurance proceeds.

If the casualty occurs during the last ten (10) years of the lease term, the improvements may not
have to be replaced or repaired and Lessee may have the right to cancel the lease in accordance
with the provisions of this section of the lease.

LIABILITY INSURANCE. Lessee, through the Association, must obtain comprehensive general
liability insurance of the type and in the amount specified in this section of the lease. Liability
insurance insures against claims resulting from the use or occupancy of the apartments or the
Project.

INDEMNITY. Lessee, individually or through the Association, will defend and protect Lessor against
all claims for loss or damage resulting from (a) the use or occupancy of the apartment or Project
by Lessee or persons invited or allowed in the apartment or Project by Lessee, or (b) any fire,
accident, nuisance, or unsafe condition in the apartment or Project. Lessee assumes the sole risk
of loss or damage to Lessee's personal property kept in the apartment or Project. Lessor will
remain liable for loss or damage resulting from the negligence or misconduct of Lessor or
Lessor's agents.

LESSOR'S COSTS AND EXPENSES. Lessee will pay all costs and expenses, including reasonable
attorneys’ fees, which Lessor incurs by (a) enforcing Lessee's agreements in the lease, or (b)
remedying any failure of Lessee to perform Lessee's agreements in the lease, or (c) recovering
possession of the apartment, or (d) collecting lease rent or other payments from Lessee, or (e)
being made a party to any litigation involving Lessee (except condemnation) in which Lessor is
not at fault.

LIENS. Lessee, individually or through the Association, will not do anything or fail to do anything
that will result in any claims (except permitted mortgages) against the apartment or Project and
will defend and protect Lessor against all claims.

MANAGING AGENT. Lessee, through the Association, will appoint a corporation to act as managing
agent for the Project. The managing agent will be responsible for the management of the Project
and the maintenance and repair of the common elements. Lessee will remain directly liable to
Lessor for any payments or other obligations under the lease even though a managing agent is
involved.

SURRENDER. This section of the lease is described above in Section One of this summary.

HOLDOVER. If Lessee remains in possession of the apartment after the expiration of the lease
term, Lessee will be considered a month-to-month tenant.

DEFEASANCE. Lessee is in default under the lease if (a) Lessee fails to pay lease rent within 15
days afteritis due, or (b) Lessee fails to keep any agreements in the lease for a period of 30 days
after Lessor gives written notice of the failure to Lessee, or (c) Lessee is bankrupt, makes an
assignment for the benefit of creditors or abandons the apartment, or (d) the lease is taken by a
court to satisfy a judgement against Lessee.

If Lessee is in default, Lessor may take possession of the apartment and have the right to

terminate the lease subject to the provisions of paragraphs 6 and 28 of the lease. If the lease is
terminated, Lessee's rights in the lease will belong to Lessor.
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25.

26.

27.

28.

A default by the Association will not be considered a default by Lessee so long as Lessee uses
best efforts to cause the Association to perform its obligations and Lessee has paid Lessee's
proportionate share of common expenses.

CONDEMNATION. Taking of property by a governmental authority for a public purpose is known as
a "condemnation.” The governmental authority must pay compensation to the owner of any
property that is condemned and taken. If the whole or any part of the apartment or Project is
condemned, or is sold to the authority because the authority threatens to condemn the apartment
or Project, Lessee's interests in the condemned land, apartment or other improvements will be
terminated. Lessee will not have a claim against Lessor or others for the loss of Lessee's
leasehold interest. The compensation for the taking of the land will be paid to Lessor. The
compensation for the taking of the improvements will be paid to Lessor, Lessee and the other
apartment owners and their mortgage lenders, if any, in accordance with the provisions of this
section of the lease. In addition the following may occur:

a. Partial Condemnation and Termination of the Project. The Association may terminate the Project
if the governmental authority takes a portion of the Project such that the remaining portion
is unsuitable for the purposes of the Project. If the Association terminates the Project it must
(a) remove the remains of the improvements and restore the land to a level condition, and
(b) surrender all leases in the Project to Lessor. Lessee and Lessee's mortgage lender, if
any, will be paid the compensation for the taking of Lessee's improvements after deduction
for Lessee's proportionate share of the Association's costs of removal and restoration.

b. Partial Condemnation and the Project Not Terminated. If the Project is not terminated, the
Association will use the compensation paid by the governmental authority to rebuild or repair
the remaining improvements in accordance with the provisions of this section of the lease.
The lease rent for the Project will be reduced in proportion to the amount of land taken.

c. Partial Condemnation and Termination of the Lease. Lessee may terminate the lease if Lessee's
entire apartment is taken or a portion of Lessee's apartment is taken which renders the
apartment unsuitable for its purposes. Lessee may terminate the lease only if (a) the
Association removes the remains of the apartment and restores the common elements, (b)
the Association amends the Declaration so that a new Project is created without Lessee's
apartment, and (c) Lessee pays lease rent and taxes for the then current year. Lessee and
Lessee's mortgage lender, if any, will be paid the compensation for the taking of Lessee's
improvements after deduction for Lessee's proportionate share of the Association's costs of
removal and restoration.

d. Condemnation of Lessee's Leasehold Interest. The condemnation of Lessee's leasehold interest
does not excuse Lessee from any obligations under the lease that Lessee is able to perform
after the condemnation, including the obligation to pay lease rent. Lessee may make a claim
against the governmental authority for compensation.

CONSENT TO ASSIGNMENT AND SUBLETTING. Lessee may assign or mortgage the lease or sublet
the apartment without Lessor's further consent. Every assignment, except mortgages, must
contain the written promise of the party receiving the assignment to perform Lessee's obligations
under the lease. Lessor must receive a true copy of any assignment.

CONSENT TO MORTGAGE. Lessee may mortgage the lease, without Lessor's consent, to any bank,
insurance company or other established lending institution. A true copy of the mortgage must be
delivered to Lessor. No provision in a mortgage will release Lessee from any obligations under
the lease.

PROTECTION OF MORTGAGE. Mortgage lenders are given certain rights specified in this section of
the lease. These rights include:
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29.

30.

31.

32.

33.

34.

a. Lessor will not terminate the lease if Lessee is in default without first giving notice of the
default to the lender, and allowing the lender a specified time period to cure the default or
promise to cure the default.

b. Ifthe lender diligently commences foreclosure proceedings and pays Lessee's rent, Lessor
will allow additional time for the lender to cure certain defaults by Lessee.

APPRAISAL. This section of the lease is described above in Section One of this summary.

INCIDENTS OF APARTMENT OWNERSHIP. Lessee has the rights and obligations of an apartment
owner as described in the Declaration and Bylaws. Lessee's vote on certain matters of the Project
specified in this section of the lease will not be effective without Lessor's written consent.

NONWAIVER. If Lessee is in default, Lessor may accept lease rent without giving up any rights to
terminate the lease. Lessee must still cure any defaults. Lessee must continue to perform
Lessee’s obligations even if Lessor overlooks a default by Lessee.

NOTICES. Notice to Lessor or Lessee is sufficient if it is in writing and delivered in person or by
registered or certified mail. Notice is effective upon the date of mailing or personal delivery.

COVENANTS AND CONDITIONS. Each provision of the lease that is an obligation is also a promise
to perform that obligation. The time periods for the performance of the obligations under the lease
must be strictly observed.

GENERAL PROVISIONS.

(&) The paragraph headings in the lease are inserted for convenience only and are not to be
used in the interpretation of the provisions of the lease.

(b) The lease is the entire agreement between Lessor and Lessee. No implied promise or prior
oral agreements will vary the provisions of the lease.

(c) When Lessor's consent or approval is required under the lease, Lessor may not withhold
consent or approval unreasonably. Lessor may charge a reasonable fee to cover the costs
incurred in providing consent or approval. If Lessor fails to give written approval or
disapproval within 30 days after receiving a written request from Lessee, Lessor’s approval
will be considered to have been given.

(d) The provisions of the lease will be binding upon the successors of Lessor and Lessee. Terms
used in the lease are defined in this section of the lease. If Lessee consists of more than one
person, all persons together and each such person individually will be responsible for
Lessee's obligations under the lease.

(e) Theterm "apartment" used in the lease includes both residential and commercial units of the
Project.
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