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Honolutu City Council
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Honolulu, Hawaii 96813

Dear Chair Martin and Members:

Subject: Honolulu Affordable Housing Preservation Initiative
(1} Resolution Authorizing the Execution of Purchase and
Sale Agreement with Honolulu Affordable Housing Partners, LL.C
(2) Resolution Authorizing the Execution of Leases of City Property
(3) Resolution Authorizing the Transfer of Private Activity Bond
Authority

Transmitted herein for your consideration are Resolutions authorizing the
execution of a Leasehold Purchase and Sale Agreement (PSA) between the City and
County of Honolulu and Honolulu Affordable Housing Partners, LLC (HAHP), relating to
(A) the leasehold sale of certain City rental housing complexes through the Honolulu
Affordable Housing Preservation initiative (HAHPI), (B} the execution of leases related
to said rental housing complexes pursuant to Section 28-3.5, Revised Ordinances of
Honolulu 1990, as amended ("ROH"), and (C) the transfer of the City’s current-year
private activity bond issuance allocation to the State of Hawaii to support the financing
of this l[easehold sale.

HAHPI Background

For more than a decade, proposals have been put forth to transition ownership
of the City’s rental housing complexes to one or more private entities. Pravicus efforts
to accomplish this objective have included proposals to sell the rental units as
condominiums, and a proposal for a piecemeal sale of individual rental housing
projects. What these various proposals have had in common was the underlying
perspective that a transition of the complexes to private ownership would be beneficial
to the City, as well as to the residents of the complexes.
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The Honolulu City Council, by adoption of Resolution 08-108 on June 4, 2008,
articulated its policies for the potential sale of the City's rental housing complexes.
Among the stated policy goals were the preservation of affordability, retaining fee
interest in the land underlying the properties, a preference of nonprofit ownership over
for-profit ownership, and finding a buyer with the right combination of experience and
capacity.

-On May 19, 2011 the City issued a Request for Proposals for real estate
cansulting services. The purpose of this Request for Proposals (RFP) was to secure
the requisite professional services necessary to prepare an offering of the City's rental
housing complexes for sale on a leasehold basis to a private entity. Upon the
evaluation of proposals, CBRE Inc. (CBRE) was selected as the real estate consultant
for the HAHPI project, a contract between CBRE and the City was executed, and a
Notice to Proceed was issued to CBRE on August 15, 2011.

A project team was organized to spearhead the HAHPI program. The team
included representatives from the Departments of Budget and Fiscal Services,
Community Services, Facility Maintenance, and the Corporation Counsel, and the
Office of Housing, to work with CBRE Inc. to (i) develop the policies that would guide
the HAHPI Request for Proposals (HAHPI RFP) process, and (i) gather and organize
the background information and materials necessary to make a credible, market-
oriented offering to interested parties. In addition, the Department of Community
Services and the Office of Housing, with the assistance of Faith Action for Community
Equity and the Ohana Housing Network Oahu, convened on-site mesetings at each of
the rental housing complexes during September and October 2011 to infarm the
residents of the City’s proposal to transition ownership of the rental housing complexes,
and to hear resident concerns, comments, and suggestions on the City's proposed
sale.

Based on the work of the HAHPI team and input gathered during the meetings
with residents, the following guidelines for the HAHPI RFP were adopted:

¢ Permanent Rental Housing. There would be no conversion of any rental
hausing units into for-sale condominiums.

» Leasehold Sale. The rental housing complexes would be offered on a long-
term (65-year) leasehold basis with the City retaining ownership of the underlying
land. By offering the rental housing camplexes on a leasehold basis, the City
could retain the underlying land in trust for future generations and provide a
mechanism to regain control over the properties should a future owner fail to
comply with the terms of the lease. The leasing of the City's rental housing
complexes is being pursued under the provisions of Section 28-3.5, ROH.
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» Continuing Affordability. The existing programs of affordability would be
continued in place throughout the term(s) of the lease(s). There would be no
conversion of an affordable rental unit to @ market rate unit or residential
condominium.

» No Displacement. All tenants in good standing would be encouraged to remain,
and all existing tenant leases wouid be honored.

« Consolidated Offering. The entire portfolic of 12 rental housing complexes would
be offered in a single offering with all projects offered for lease in their entirety,
inclusive of the commercial and public parking components of mixed use projects.
The Honolulu City Council, by adoption of Ordinance 12-12, confirmed that for the
purposes of HAHPI, real property and improvements as defined under Section 28-
3.5, ROH did include public parking and commercial spaces of City-owned mixed-
use buildings.

Request for Proposals

Together with CBRE, the City's HAHPI Team prepared a new offering that
reflected the above policies. The unique nature of the offering required the HAHPI
Team to begin from scratch. The resulting work products included a Requést for
Proposals document, a 100-page Offering Memorandum which provided detailed
financial and operational information on the HAHPI properties, and a library of due
diligence library that filled 28 3-ring binders. CBRE created a custom website where
interested parties could obtain access to these materials.

On February 15, 2012, the City issued the HAHPI RFP. The stated purpose of
the HAHPI RFP was to solicit proposals from qualified entities to acquire leasehold
interest of the 12 City-owned rental housing complexes listed below:

Bachelors Quarters Manoa Gardens
Chinatown Gateway Plaza Marin Tower
Chinatown Manor Pauahi Hale

Harbor Village Westlake Apartments
Kanoa Apariments West Loch Village
Kulana Nani Winston Hale

At a minimum, prospective proposers were required to possess 10 years
experience in the management and operation of rental housing, and have a minimum of
1,000 rental units under ownership. The HAHPI RFP was strongly received by the
marketplace, and a total of 48 entities, including nonprofit and for profit entities based in
Hawaii and the mainland United States obtaining on-line access to the HAHP! RFP
materials.
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To facilitate the HAHPI program, the Honelulu City Council on May 9, 2012,
adopted Bill 23, CD1 (Ordinance 12-12), which clarified and confirmed that with respect
to the HAHPI program, the RFP process pursued under Section 28-3.5, ROH may
encompass the entirety of each rental complex, including affordable, gap group, and
market-rate rental housing units, commercial space, parking facilities, and
telecommunication facilities. Qrdinance 12-12 also provided for a redevelopment
option to be included into the leases for Pauahi Hale, Winston Hale, Bachelors
Quarters, and Kanoa Apartments. On May 8, 2012, the Honolulu City Council also
adopted Bill 24, CD1 (Ordinance 12-13), which facilitated the HAHP! program by
providing for the transfer of public parking at Marin Tower, Chinatown Gateway Plaza,
and Harbor Village via lang-term leases, while reserving to the City the use of a specific
number of parking spaces in these projects for public parking, and reserving for the City
Council the right to set time limits, parking fees, and other regulations for the public
parking spaces.

CBRE conducted site visits to the HAHPI properties on March 6, 7, 13 and 14,
2012, for prospective proposers, and together with the City, conducted a pre-praposal
teleconference with praspective proposers on March 20, 2012. A total of seven initial
proposals were submitted by the April 20, 2012 deadline. After reviewing all proposals,
the Gity and CBRE conducted discussions with each of the proposers from May 7 to
May 11, 2012, The purposes of the discussions were to allow the City ta clarify
elements of the proposer’s proposal and to offer additional clarifications and guidance
to proposers to assist them with the preparation of their Best and Final Offers. All
entities which submitted initial proposals participated in discussions. On May 15, 2012,
the City issued a request for Best and Final Offers to the entities who submitted initial
proposals. | Best and Final Offers were received on May 22, 2012.

The initial proposals and the Best and Final Offers were reviewed and
summarized into an evaluation document prepared by CBRE that was provided to the
HAHPI Selection Committee. The members of the selection committee were also
provided access to the actual proposals and the HAHP! RFP documents. The
members of the Selecfion Committee were:

o Chrystn £ads, Deputy Managing Director and Chair of the HAHP| Selection
Committee

« Nelson Koyanagi, Deputy Director of the Department of Budget and Fiscal
Services ‘

» Patrick Kubota, City Council designated member per Resolution 12-132

» Kenneth Shimizu, Deputy Director of the Department of Facility Maintenance

» Catherine (Cat) Wong of the Ohana Housing Network Oahu and a resident of
Chinatown Gateway Plaza.
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The evaluation criteria employed by the Selection Committee are shown in the
table below. Under this scoring system, the experience and financial capacity of the
proposer collectively accounted for 48 percent of the maximum score. This reflected
our emphasis on finding a purchaser with the ability, resources, and experience to
conclude the transaction, and to own and effectively operate the rental hausing
complexes going forward. Factors which would directly impact on the living experience
of current and future project residents, the amount to be invested in capital
improvements and the proposer’s policies for the operation of the properties and tenant
relations collectively accounted for 26 percent of the total score. Finally, the financial
compensation to the City accounted for 24 percent of the total score.

Percent
Maximum of

~ Criteria Points Total
Experience of the Proposer . 60 26%
Financial Compensation to the
City 55 24%
Financial Capability of the
Proposer 50 22%
Past-Closing Capital
Improvements 40 17%
Practices and Policies for
Operations of Properties and 25 11%
Tenants
Total 230 100%

The Selection Committee convened on June 7, 2012. Committee members
scored each proposal individually, and the scores of the members were tabulated to
achieve a total score for each proposal. At the conclusion of the scoring, the proposal
submitted by HAHP, a partnership of Highland Property Development LLC ("Highland™
Mr. Richard W. Gushman, Il and Mr. Stephen M. Gelber, was the highest ranked
proposal and as such, HAHP was designated as the Successful Proposer under the
HAHFPI REP.

The other two proposals that scored in the top three were, in alphabetical order:

e Carmel Partners/EAH Inc./Devine & Gong/ Catholic Charities Housing
Development Corporation, and

» Pier Management/Rockpoint Fund/Pacific Housing Assistance
Corporation.
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Other proposals that did not score in the top three were, in alphabetical order:

ABHOW,

The Bascom Group,

Blacks and Capital Opportunity Fund/Cirrus Asset Management, Inc., and
Vitus Group/Forest City Hawaii Residential, Inc.

By letter dated June 12, 2012, HAHP was informed of its selection as the
Successful Proposer. As required under the HAHPI RFP and as a precondition for the
City to enter into negotiations with it HAHP, Highland, the Managing Member of HAHP,
accommodated a delegation from the City to inspect Highland's base of corporate
operations and to tour two representative projects. The site visit was conducted on
June 25 and 26, 2012, and included visits to Highland's headquarters in Arcadia,
California, and visits to rental housing communities owned by Highland in Temecula
and El Cajon, California. The site visit delegation included:

o Chrystn Eads, Deputy Managing Director/Selection Committee Chair

» Nelson Koyanagi, Deputy Director of the Department of Budget and Fiscal
Services/Selection Committee Member

« Christopher Terry, Property Management Branch Chief, Department of Facility
Maintenance

s Catherine (Cat) Wong, Oahu Housing Network Qahu/Selection Committes
Member

» Andrew Reenders, Senior Associate, CBRE Inc.

The City's site visit delegation was able to talk to management and staff of
Highland as weli as residents of the projects. The delegation was able to inspect
Highland's renovation work at the projects they visited, and reported positively on the
quality of the renovations being undertaken. Residents interviewed by the delegation
also provided positive comments on the renovation work and on Highland's
management practices. At the conclusion of the site visit, the team unanimously
recommended that the designation of HAHP as the Successful Proposer be affirmed
and HAHP be afforded an exclusive right to negotiate a Purchase and Sale Agreement
and Leases for the HAHPI properties.

Honolulu Affordable Housing Partners, LLC
HAHP is a limited liability company that was registered with the State of Hawaii in

March 2012. The Managing Member of HAHP is Highland. The other principals of
HAHP are Richard W. Gushman, Il and Stephen M. Gelber of Honolulu, Hawaii.
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Highland is based in Arcadia, California. The Managing Member of Highland is
Mr. William E. Rice. Highiand was formed in 2002 for the purpose of acquiring,
developing, rehabilitating and operating low-income and affardable housing projects.
Highland currently has a portfolio of 41 rental housing communities in California and
Texas with @pproximately 2,500 apartments. | The majority of Highland's projects have
involved the preservation and subsfantial rehabilitation of at-risk rental housing
developments using a variety of financing methods including tax-exempt bonds, federal
and state low-income housing tax credits (LIHTC)), and public and private loans.

Richard W. Gushman, |1 has over 40 years of experience in the real estate
indusiry in Hawaii, the mainland United States and overseas. Mr. Gushman's projects
include a total of more than 1.5 million square feet of commercial space, 2.3 million
square feet of office space, residential condominiums and rental units. Mr. Gushman
was also a trustee of the Estate of James Campbell from 2000 to 2007 and has served
as a Director or Trustee of numerous corporations and nonprofit agencies.

Stephen M. Gelber is a real estate and tax attomey with the firm of Gelber,
Gelber & Ingersoll of Honolulu, Hawaii. As part of his legal practice Mr. Gelber has
represented investors, owners, syndicators, and operators of affordable rental housing
projects in the Hawaii including Tropicana West, Beretania North, Maunakea Tower,
Wilikina Park, and Lahaina Affordable Apartmenits.

Collectively, the principals of HAHP have extensive experience in the acquisition,
rehabilitation, management and maintenance of residential and commercial real estate.
We further note that Highland has not sold a project that it has acquired since its
founding in"2002.

Purchase and Sale Agreement
We respectfully request the City Council’s approval to execute the PSA between
the City and HAHP, which is attached hereto in substantially final form. The PSA sets
forth the terms, conditions, and process for the eventual closing of the leasehoid sale of
the 12 HAHP! projects to HAHF and is more fully described below:

Leasehold Premium

The PSA provides for the payment of a leasehold premium to the City in the
amount of $142,000,000 in cash at closing.
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Capital Improvements

HAHP will use its best efforts to expend $42,000,000 for initial capital
improvements to the HAHPI properties within two years (but not less than $40,000,000
within three years) after the closing of the sale. At a minimum, $35,000,000 must be
expended for hard renovation costs generally defined as actual construction expenses,
and the balance for additional hard costs and soft costs such as architectural,
engineering, financing, and legal fees and oversight costs. HAHP's capital
improvement program will include a rehabilitation of the affordable and market rental
units and major building systems based on an assessment, and may include new
kitchens and baths using solid surface countertops and new wood cabinets, low-flow
water fixtures, and energy-efficient light fixtures. The capital improvements will also
include the installation of surveillance systems, and improvements to common areas
and parking facilities.

Norprofit Participation

HAHP is planning to assign three properties, Pauahi Hale, Kanoa Apartments,

and Bachelors Quarters, to one or more nonprofit agencies to he identified in-the future—

As part of the program of initial capital improvements, HAHP will be investing a
minimum of $450,000 in the aggregate for the renovation of these properties. The
nonprofit agencyfies will have the option to redevelop these properties in the future as

atfowed urder the property feases and in accordance with the requirements and
process outlined in Ordinance Ordinance 12-2 which includes a ons-for-cne
replacement of existing affordable housing.

[ncreased Affordability

HAHP will be financing the purchase of the rental housing complexes in part with
tax exempt multifamily bonds and LIHTC. HAHP will seek conventicnal financing for
the purchase of the commercial spaces, market rate rental housing units and the
parking structures. After the assignment of Pauahi Hale, Kanoa Apartments and
Bachelors Quarters to nonprafit agencyfies, HAHP will control an inventory of 1,157
rental units in the remaining nine rental housing complexes. The present unit mix in
these nine rental housing complexes is shown below in terms of affordable rental units
rented to households earning less than 80 percent of median income, gap group rental
units rented to households eamning less than 120 percent of median income, and
market rate rental units without any income restrictions. Please note that the units
enumerated under the affordable housing definition includes a mix of units rented under
different rent guidelines and authorities including the HOME program, Section 8
program, the Community Development Block Grant (CDBG) program and City-imposed
rent guidelines.
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Gap
Rental Housing Afforfable Group Market
Complex (80% or (up to Rate Tatal
less of MFI) | 120% of
MFI)
Chinatown Gateway
Plaza 40 B0 80 200
Chinatown Manor 90 20
Harbor Village 29 30 31 90
Kulana Nani 160 160
Manoa Gardens 8 33 41
Marin Tower 89 72 75 236
Westlake Apartments 96 96
West Loch Village 150 150
Winston Hale 94 : 94
Total 748 190 219 1,157

HAHP is proposing to restructure the unit mixes in these rental housing
complexes ta increase the number of affordable housing units and to provide a greater
degree of affordability. Under the HAHP proposal, up to 971 rental units will be
designated as rental units affordable to households earning less than 60 percent of
median income. The remaining 188 rental units will be rented at market rates. HAHP's
proposed unit mix is shown below:

Gap
Group
Affordable {upto
Rental Housing {60% or | 120% of | Market
Complex less of MFI) | MFD Rate Total
Chinatown Gateway
Plaza 119 81 200
Chinatown Manor 90 90
Harbor Village 60 30 90
Kulana Nani 160 160
Manoa Gardens 41 41
Marin Tower 161 75 236
Westlake Apariments 96 96
West Loch Village 150 150
Winston Hale 1 94 94
Total 971 186 1,157
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The PSA provides HAHP with some flexibility to manage vacancies over time so
as to adjust the number of affordable units to meet the maximum income limits allowed
under the multifamily bond program or the LIHTC program. At no time, however, will
there be less than 939 affordable units, or more than 218 market rate units.

The proposed adjustments will increase the number of rental units for lower
income families in our community. Presently, rental units for households earning 60
percent or less of median income are in short supply, particularly in the urban core._ \We

recognize that the proposed adjustments to the rental mix will result in the elimination of
the “gap group” rental units. We note, however, that based on gap group income limits

and rent guidetines as shown below, gap group households possess the income
necessary to find and secure rental units in the private market, and the rent guidelines
for gap group rental units are actually reflective of existing market rents. As such, the
proposed adjustments provide more affordable rental housing appartunities to lower-
income applicants, but reduces such opportunities for applicants who have the
resouirces to secure housing in the private market.

Income and Rent Limits for Gap Group Househoids
Household Income Rent
Size Limit Unit Type Standard
| 1 Person $69,968 | Studio $1,861
2 Persons $79,392 | 1 Badroom $1,985
3 Persons $89,316 | 2 Bedroom $2,395
4 Persons $99,240 | 3 Bedroom $2,670
5 Persons $107,149
6 Persons $115,118

Condominium Property Regime

HAHP anticipates submitting the five mixed-use projects, Marin Tower,
Chinatown Gateway Project, Chinatown Manor, Harbor Village and Winston Hale, to
condominium property regimes (CPR), and forming separate ownership entities to own
the affordable housing units, the market rate housing units, the commercial space, and
parking garages. The CPRs are necessary, as each of these components will be the
subject of different financial structures and ownership interests. Each mixed-use
project will be submitted to a CPR whereby each component (affordable residential,
market residential, commercial and parking, as applicable) will constitute a “separate
parcel of real estate”, and will be leased to different lessees) being poaled together for
financing, management, and maintenance purposes. However, the different
components of a project will be governed by a Declaration and other condominium
documents (reviewed and approved by the City) to coordinate the various camponents
of the project and to ensure that the project, as whole, is properly managed and
maintained. '
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Due Diligence

Upon the execution of the PSA, the City will issue a Notice to Proceed for HAHP
to begin its 60-day due diligence period relating to the long-term leasing of the
properties. The due diligence work may include detailed physical inspections of the
properties; review of fitle reports, financial and operating information, and management
contracts and practices; review of matters relating to governmental affairs such as
required permits or approvals, and any other matters as deemed appropriate by HAHP.
At the conclusion of the due diligence period HAHP must notify the City that it has
approved the condition of the properties and will move forward with closing. If HAHP
disapproves of the condition of the properties, it must provide the City with a written
description of the conditions forming the basis for the disapproval. The City will then
have 80 days to cure the objectionable conditions, or the PSA may be cancelled by the
City without penalty. HAHP then has the opportunity to waive its objections and accept
the properties. ,

Closing

HAHP will be financing the purchass of the HAHPI properties through the use of
tax exempt multifamily bonds and LIHTC issued by the Hawaii Housing Finance and
Development Corporation ("HHFDC”), as well as financing obtained through commercial
lenders. Other financing contemplated by HAHP includes interim financing through the
State of Hawaii Rental Assistance Revolving Fund and assistance through the State
Rental Housing Trust Fund. Assuming required financing is secured, closing of this
transaction should occur by April 1, 2013. HAHP may extend the closing date to June
28, 2013 if needed to secure necessary financing, which date is further extendable to
September 26, 2013. The City may further extend the closing date beyand this date,
but by no means shall the closing date extend beyond|March 31, 2014. |

CDBG/HOME Program

With the exception of Harbor Village and Manoa Gardens, the HAHPI properties
were planned, constructed, renovated, or acquired in whole or in part with federal
Community Development Block Grant {CDBG) funds or HOME Investment Partnership
Act funds and are currently subject to CDBG and HOME program requirements. The
HOME program requirements will remain in place until such time as they expire, as
provided for under HOME program rules. Upon the expiration of the HOME program
requirements the Regulatory Agreements that will be attached to the praperty leases
will continue to impose rent restrictions and income targeting guidelines comparable to
the HOME program requirements throughout the terms of the leases. The effect of this
structure is to continue the HOME program affordable rent guidelines, but without all of
the attendant HOME program administrative requirements. A portion of the leasehold
premium to be paid by HAHP will be allocable to HOME-assisted properties in the
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portfolio, and will therefore generate HOME program income, in an amount to be
determined.

Under the PSA, the City will pursue a buy-out of the CDBG program
requirements from the U.8. Department of Housing and Urban Development (HUD).
The buy-out is necessary because of the CDBG program's program income
requirement that HAHP remit all surplus cash flow to the City and that the City deposit
these remittances into the City's CDBG account. On a practical basis, this would mean
that any project income remaining after the payment of operating expenses and debt
service would not be received by HAHP, and as such HAHP would not be able to
realize a return on its investment. Funding for the buy-out will come from the
- $142,000,000 purchase price received from HAHP. The buy-out amount will be
deposited into the City's CDBG program as CDBG program income and may be utilized
by the City to support efigible CDBG activities. At the present time, the City has not
reached an agreement with HUD on the CDBG buy-out amount or on the full
parameters of such a buyout. As provided for in Paragraph 5.5 of the PSA, if the buy-
out price exceeds $50,000,000, the City has a right to terminate the PSA. Should the
City exercise the option to fermin i ' i i

HAHP for its reasonable actual out-of-pocket negotiation, due diligence, and closing
preparation expenses, not to exceed $500,000. The $50,000,000 cap on the CDBG
buyout is based on the need for the City to have approximately $90.000.000 in sales
proceeds to defease the approximately $70,000,000 in bonds remaining in the Housing
Development Special Fund.

Default and Termination

Under Paragraph 8.2 of the PSA, should HAHP default under its obligations
under the PSA, the City would be entitled to retain HAHP's deposit of $5,000,000 as
liguidated damages. Should the City default under the terms of the PSA, the City will
be required to pay HAHP liquidated damages in the sum of $2,000,000. The City and
HAHP have agreed that there will be no further remedies to either party for a default
under the PSA. Most significant in this regard is that the City required HAHP to waive
the remedy of specific performance.

Leases

We request the approval of the City Council to execute leases for the 12 HAHPI
properties in accardance with the lease forms that are attached hereto in substantially
final form. The leases, with the attached regulatory agreements and lease addenda,
provide the framework for the ongoing use of the HAHPI properties during the 85-year
lease term. Please note that there are two basic leases forms: one to accommodate
the mixed-use properties that will be subject to CPRs, and the other to accommodate a
second lease form for those properties that will not be subject to CPRs. Leases for
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affordable housing projects and for the affordable housing component of a mixed-use
project will be subject to an affordable housing Regulatory Agreement and Declaration
of Restrictive Covenants. Appropriate addenda will also be attached to the lease ta
impose requirements specific to the uses covered by the particular lease. Some leases
will have multiple addenda attached. in total, up to 26 individual leases, each covering
a specific project or project component will be executed to accommodate this
transaction. The table below shows the projects and project components to be subject
to a lease, as well as the appiicable addenda and regulatory agreement.

|

Commercial Component

Addendum — Residential

Housing Component
Parking Component

Condominium Lease
Regulatory Agreement
Addendum - Affordable
Addendum - Market
Housing Component
Addendum -
Redevelopment
Addendum — Public
Parking Component

Ground Lease
Camponent

Rental Housing Complex
Bachelors Quarters

=

=

Affordable Rental
Caomponent
Market Rental Component
Commercial Space
Component
Public Parking Component
Resident Parking Companent

XIX| xR |IX] x
bt

Affordable Rental Housing
Component

Commercial Space
Component

Alffordable Rental
Component
Market Rental Component
Commercial Space
Component
Public Parking Component
Resident Parking Component
Kanoa Apartments X X
Kulana Nani X X X

b
b
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| Manoa Garden ]

Affordable Rental
Camponent

Market Rental Component

Commercial Space
Component

Public Parking Component |

Resident Parking Component
Pauahi Hale X X X X
Westlake Apartments X X X
est Loch Village

Affordable Rental
Component

Commercial Space
Component |

X x| ox Ix! o=
>

X X

During the terms of the leases, the lessees will be responsible for the ongoing
operations, repair, and maintenance of the properties, the payment of all taxes and
assessments, the procurement and maintenance of all required insurance, and
compliance with all regulatory agreements and lease addenda. The terms of the leases
are cutlined below:

lLease Term

Ali of the leases shall have lease terms of 65 years. Each of the Redevelopment
Addenda attached to the leases for Pauahi Hale, Kanoa Apartments, and Bachelors
Quarters will provide for an extension of the lease term to 75 vears if the applicable
lessee elects to exercise its right to redevelop these properties, subject to the terms of
the applicable Redevelopment Addendum, within the first 10 years of the lease.

Lease Rant Payments

HAHP will make a lump-sum lease rent payment of $142,000,000 upon the
execution of the leases. Thereafter, HAHP will pay annual lease rent of ONE DOLLAR .
per year,

Requlatory Agreement and Declaration of Restrictive Covenants

Alt affordable housing projects and affordable housing condominium coemponents
will be subject to a Regulatory Agreement that will run throughout the terms of the
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leases. The conversion of affordable housing units to market rate rental housing or any
other uses is not permitted. Among the provisions of the Regulatory Agreement are
that all affordable rental units shall be affordable to households eamning less than or
equal to 80 percent of median income. The Reguilatory Agreement will also specify
additional affordable housing requirements imposed by the City to continue HOME
program income-targeting and rent requirements for certain properties and to meet City
Affordable Housing Fund requirements at Kulana Nani. It is anticipated that additional
regulatory agreements to secure the housing affordability guidelines and program
requirements of the LIHTC program and the tax exempt multifamily bond program will
be recorded against the properties in the future.

Maintenance:; Reserve Accounts

The lessees are required to maintain the properties in good condition and order
throughout the terms of the leases. The lessees will be required to prepare reserve
studies that will anticipate future capital improvement needs of the properties. The
lessees will be required to make minimum deposits into the reserve accounts as stated
in the applicable lease addenda. Funds shall be disbursed from the reserve accounts
to make necessary capital improvements in accordance with the reserve studies.

Qversight

The City will continue to have oversight of the rental housing complexes. The
lessees will be responsible for filing annual compliance reports with the City. The
lessees will also have to file annual reports detailing their compliance with the reserve
fund requirements of the leases and their compliance with the projects’ reserve studies.

Noncompliance with a lease may be a cause for a default under such lease. The City's
preference is to allow lease violations to be cured rather than to declare defaults. The
affordable rental housing projects and affordable rental housing components will also
be subject to compliance monitoring under the LIHTC program.

Private Activity Bond Authority Transfer

We finally request authorization to transfer the City’s current allocation of
authority to issue private activity bonds to the State of Hawaii for re-allocation to
HHFDC. The City is authorized to issue approximately $103,000,000 in private activity
bonds (including multifamily housing bonds) in the current calendar year. The City does
not have the resources to issue multifamily housing bonds at this time and has no need
for the current-year allocation for other private activities. In the past the City has

outinely allowed iis ailocation ta lapse back 1o the State of Hawsailat ves end-
HHFDC has been very active in the issuance of muitifamily housing bonds, and has
indicated a willingness to issue multifamily housing bonds on behaif of HAHP to support
the acquisition of the City's rental housing complexes, provided that HAHP meets all
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program requirements. | Council approval is required for a mid-year transfer of the

allocation back to the State.

Once the allocation is transferred, HAHP will work directly with HHFDC to issue
the multifamily housing bonds and associated LIHTC. The City will not be required to
guarantee or otherwise repay the multifamily housing bonds in the event of a default.
The bonds will be secured by a mortgage and security agreement recorded against the
rental housing complexes. The City's leases and regulatory agreements will remain in
force in the event of default.

Summary

The City's 12 rental housing complexes represent a valuable resource for our
community. The rental apartments currently provide decent, safe, and sanitary housing
for many lower income families, senior citizens, and persons with disabilities. The
City’'s rental housing portfolio is unique in that it includes mixed-use projects in the
downtown/Chinatown area which provide market rate housing, commercial space, and
public parking to support the downtown/Chinatown neighborhoods as a center of culture
and the arts, while also providing employment and entrepreneurial opportunities.

At the present time, however, Hanolulu's taxpayers are subsidizing the debt
accumulated by these projects as well as other City housing projects, in the total
amount of approximately $6,900,000 annually. [n addition, if the City were to continue

toowrmand manage the Tental housing complexes, it would be responsible for Tinancing
future capital improvements.

Through the HAHPI RFP, we have found a gualified buyer who was the
unanimous first choice of an evaluation committee that included representatives of the
City administration and the City Council as well as a resident of a HAHP! property. A
City delegation conducted a site visit to confirm what was represented in the HAHP
proposal and found rental communities that appeared to be well-run, with quality
renovations and approving tenants.

By approving these agreements, the City Council will begin the process that we
believe will take our rental housing complexes to a better place. In HAHP, the City has
identified a private-sector partner with the experience and capacity to manage the City's
rental housing complexes into the future, and to make the immediate capital
improvements that are needed to enhance-the living environments for project residents.
HAHP's proposal will increase the number of rental housing units affordable to lower
income households earning less than or equal to 60 percent of median income. The
increase in affordability represents a rare opportunity to increase the Inventory of long-
term affordable rental housing in the urban core.
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The policy to transition ownership of the City's rental housing complexes has
been articulated by many prior City administrations and City Council sessions as well,
Approvai of these agreements is necessary to allow the City and HAHP to enter into the
PSA, thereby allowing HAHP to commence its due diligence investigation with the

knowledge that it will be afforded the opportunity to close the sale upon the satisfactory
completion of due diligence. Absent the City Council's approval of the PSA and leases.

HARP will not initiate due diligence work and the leasehold sale will not proceed. Upon
the successful completion of due diigence, the City and HAHP will work closely with the
State of Hawaii to expedite the issuance of multifamily bonds and other financing
necessary to conclude this sale. We believe that time is of the essence, as the
financial markets remain receptive of multifamily rental housing projects, and every
month that the transaction is delayed means another month that Honolulu taxpayers will
be subsidizing the debt incurred by the City's past housing program.

On behalf of the HAHP| Team, we greatly appreciate yaur consideration of these
Resolutions. We look forward to discussing this matter with you in greater detail.
Please call me at 768-7760 should you have any questions regarding this matter.

(L

SamueI\E.H. Moku
Director

Sincerely,

Concur:

Douglas S. Chin
Managing Director
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}  CITY AND COUNTY OF HONOLULU No

HONOLULU, HAWAIN

RESOLUTION

AUTHORIZING EXECUTION OF A PURCHASE AND SALE AGREEMENT RELATING
TO THE ACQUISITION OF LEASES OF TWELVE CITY-OWNED AFFORDABLE
HOUSING PROJECTS BY HONOLULU AFFORDABLE HOUSING PARTNERS, LLC,
AS PART OF THE HONOLULU AFFORDABLE HOUSING PRESERVATION
INITIATIVE.

WHEREAS, on February 15, 2012, as part of its Honolulu Affordable Housing
Preservation Initiative (“HAHP!") the City and County of Honolulu issued a request for
proposals (the “RFP”) for the lease of twelve City-owned affordable housing projects:
Bachelors Quarters, Chinatown Gateway Plaza, Chinatown Manor, Harbor Village,
Kanoa Apartments, Kulana Nani Apartments, Manoa Gardens, Marin Tower, Pauahi
Hale, Westlake Apartments, West Loch Village and Winston Hale (coliectively, the
“Projects”); and

WHEREAS, on May 9, 2012, the Honolulu City Counail adopted Bill 23, CD1
{Ordinance 12-12), which clarified and confirmed that with respect to the HAHPI
program, the RFP process pursued under Section 28-3.5, Revised Ordinances of
Honolulu (*ROH"), could encompass the entirety of each rental complex, including
affordable, gap group, and market-rate rental housing units, commercial space, parking
facilities, and telecommunication facilities: and

WHEREAS, Ordinance 12-12 also provided for a redevelopment option to be
included into the leases for Pauahi Hale, Winston Hale, Bachelors Quarters, and Kanoa
Apartments; and

WHEREAS, on May 9, 2012, the Honolulu City Council also adopted Bill 24, CD1
(Ordinance 12-13), which facilitated the HAHPI program by providing for the transfer of
public parking at Marin Tower, Chinatown Gateway Plaza, and Harbor Village via long-
term leases, while reserving to the City the use of a specific number of parking spaces
in these Projects for public parking, and reserving for the City Council the right to set
time limits, parking fees, and other regulations for the public parking spaces:

WHEREAS, a total of seven initial proposals were received for the Prajects by
the April 20, 2012 deadline, and after follow-up discussions between the City and the
proposers, seven “best and final offers” were received by the May 22, 2012 deadline;
and

WHEREAS, an evaluation of the proposals was conducted by a five-member
selection commitiee (one of whom was designated by the Council), with the committee
members individually scaring each of the proposals; and
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WHEREAS, upon conclusion of the RFP evaluation procsss, the City selected
Honolulu Affordable Housing Partners, LLC ("HAHP”) to be the lessee of the Projects;
and

WHEREAS, in accordance with Section 28-3.5(d), ROH, a written report was
submitted to the City Clerk on August 22, 2012, identifying HAHP and the other two top-
rated proposals for the public recard; and

WHEREAS, the City and HAHP have negotiated the terms of a Purchase and
Sale Agreement (‘PSA”), including payment of an up-front lump-sum acquisition lease
rent payment or “lease premium” in the sum of One Hundred Forty Two Million And
No/100 Dollars ($142,000,000); and

WHEREAS, the PSA requires HAHP fo use its best efforts to expend
$42 000,000 for initial capital improvements to the Projects within two years (but not
less than $40,000,000 within three years) after the closing of the sale, of which a
minimum amount of $35,000,000 must be for hard renovation costs generally defined as
actual construction expenses; and

WHEREAS, under the PSA, HAHP may assign three Projects, Pauahi Hale,
Kanoa Apartments, and Bachelors Quarters, to one or more nonprofit(s) but in the
meantime is required to invest a minimum of $450,000 in the aggregate for the
renovation of these Projects; and

WHEREAS, under the PSA, the nonprofit(s) will have the option to redevelop
these Projects in the future as allowed under the Project leases and in accordance with
the requirements and process outlined in Ordinance 12-12, which includes a one-for-
one replacement of existing affordable housing; and

WHEREAS, under the PSA, HAHP proposes to restructure the unit mixes in the
retained rental housing complexes to increase up fo 971 the number of affordable
housing units designated for househelds earning less than 60 percent of median
income; and

WHEREAS, HAHP will finance the purchase of the Projects through the use of
tax-exempt multifamily bonds and low-income housing tax credits ("LIHTC") issued by
the Hawali Housing Finance and Development Corporation (*HHFDC"), as well as
financing obtained through commercial lenders; and

WHEREAS, other financing contemplated by HAHP includes interim financing
through the State of Hawaii Rental Assistance Revolving Fund and assistance through
the State Rental Housing Trust Fund; and
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WHEREAS, the PSA calls for the City to cooperate with HAHP regarding
financing by submitting five mixed-use Projects, Marin Tower, Chinatown Gateway
Plaza, Chinatown Manor, Harbor Village and Winston Hale, to condominium property
regimes ("CPRs"), and forming separate ownership entities to own the affordable
housing units, the market-rate housing units, the commercial space, and parking
garages; and

WHEREAS, upon approval and execution of the PSA, the City will issue a Notice
to Proceed for HAHP to begin a 60-day due diligence period relating to the long-term
leasing of the Projects, upon the conclusion of which HAHP must notify the City whether
it will approve the condition of the Projects and will move forward with closing; and

WHEREAS, the PSA provides for closing of this transaction by April 1, 2013,
assuming required financing is secured, with provisions for extensions to September 28,
2013, with a provision for the City to further extend the closing date beyond this date,
but by no means beyond March 31, 2014; and

WHEREAS, for applicable Projects, the PSA contemplates continuation of
federal HOME Investment Partnership Act HOME program requirements until such time
as they expire, as provided for under HOME program rules, with continuation of City-
imposed rent restrictions and income targeting guidelines comparable to the HOME
program requirements thereafter throughout the terms of the leases; and

WHEREAS, the PSA contemplates that the City will pursue a buy-aut of the
Community Development Block Grant (*CDBG") program requirements from the U.S.
Department of Housing and Urban Development (*HUD"), but in the event that the buy-
out price exceeds $50,000,000, the City will have the right to terminate the PSA, with its
sole obligation being to reimburse HAHP for its reasonable actual out-of-pocket
negatiation, due diligence, and ¢losing preparation expenses, such reimbursement not
to exceed $500,000;

WHEREAS, the City and HAHP have agreed to limit the remedies available to
either party, most significantly requiring HAHP to waive the remedy of specific
performance and to accept liquidated damages for a City default under the PSA,
capped at $2,000,000, whereas the City would be entitled to retain HAHP's deposit of
$5,000,000 as liquidated damages in the event of a HAHP default: and

WHEREAS, the Council finds that the proposed transaction contemplated by the
PSA is in the public interest in that it: (1) brings in a private-sector partner with the
experience and capacity to manage the City's rental housing complexes into the future,
(2) provides for capital improvements that are needed to enhance the living

3
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environments for Project residents, (3) increases the number of rental housing units
affordable to lower-income households earning tess than or equal to 80 percent of
median income, and (4) provides for a substantial payment to the City that will be used
for defeasance of City bond debt ahd for deposit into the City's CDBG and HOME
program accounts; and

WHEREAS, the Council further finds that the terms and conditions of the
proposed PSA are reasonable and appropriate; now, therefore,

BE IT RESOLVED by the Council of the City and County of Honolulu that:

1) The Purchase and Sale Agreement is approved substantially in the form
attached hereto as Exhibit A;

2) The Director of Budget and Fiscal Services is authorized to execute the
Purchase and Sale Agreement;

3) The Mayor, the Director of Budget and Fiscal Services, or the Director of
Community Services is hereby authorized to execute any incidental or related
documents to carry out the transaction described above, as long as such
documents do nat increase either directly or indirectly the financial obligation
of the City; and .
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BE IT FINALLY RESQLVED by the Coungil of the City and County of Honolulu
that the Clerk be, and is hereby directed to transmit copies of this Resolution to Michael
R. Hansen, Director of Budget and Fiscal Services, and Samuel E. H. Moku, Director of
Community Services. A copy of this Resolution shall also be transmitted to Honolulu
Affordable Housing Partners, LLC, c/o Highland Property Development LLC, 250 W.
Colorado Boulevard, Suite 210, Arcadia, California 91007.

INTRODUCED BY:

Ernest Martin (BR)

DATE OF INTRODUCTION:

August 22, 2012
Honolulu, Hawsii Councilmembers
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PURCHASE AND SALE AGREEMENT
between
CITY AND COUNTY OF HONOLULU.
as City
and
HONOL.ULU AFFORDABLE HOUSING PARTNERS, LLC

as Buyer



S1 DRAFT 6: 8/6/2012

PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT (this “Agreement”) is made as of
. 2012 (the “Effective Date”) by and between the CITY AND COUNTY OF
HONOLULU, a municipal corporation of the State of Hawai'i (the “City”), and HONOLULU
AFFORDABLE HOUSING PARTNERS, LLC, a Hawal'i limited liability company (“Buyer”), in
the following factual context:

A, The City owns the following 12 rental housing projects (together, the “Projects™,
and each, a "Project”) located on the island of Oahu, State of Hawai'i;

Rental Housing Complex Location
Bachelors Quarters Ewa Villages
Chinatown Gateway Plaza Chinatown
Chinatown Manor Chinatown
Harbor Village Chinatown
Kanoa Apartments Palama
Kulana Nani Apartments Kaneohe
Manoa Gardens Manoa
Marin Tower Chinatown
Pauahi Hale Chinatown
Westlake Apartments Salt Lake
Wast Loch Village Ewa Beach
Winston Hale Chinatown
B. The Projects are situated on the lands more particularly described in Exhibit A

attached hereto (collectively, the “Land”). Any and all buildings, structures, systems, facilities,
fixtures, fences and parking areas located on the Land, and any and all machinery, equipment,
apparatus and appliances incorporated into the foregoing, except as may be owned by the
City's tenants, are collectively called the “Improvements”. The Land and Improvements are
referred to collectively as the “Property”.

C. The City's objective is to preserve the City's portfolio of rental housing complexes
as an affordable housing resource for the community by transitioning leasehold ownership of the
Projects fo a private entity such as Buyer, with the experience, capacity, and resources to
operate and maintain the Projects over the long term. Buyer desires 1o lease, improve, and
operate the Property, as more specifically set forth in this Agreement.

D. Pursuant to the Proposal submitted by Buyer in response o the Request for
Proposals relating to the Honolulu Affordable Housing Preservation Initiative, dated
February 2012, as amended (the "RFP”), the City has agreed to enter into long-term Leases of
the Projects {as defined below in Section 1.1) with Buyer subject to and in accordance with this
Agreament.

P5AvG (51 8.5.2012), docx



E. All of the Projects include income-restricted rental housing units, but same
Projects also include market-rate rental housing units, commercial tenant spaces, and parking
facilities. in addition, the City has suggested that four of the Projects (namely, Bachelors
Quarters, Kanoa Apartments, Pauahi Hale, and Winston Hale) may be suitable for
redevelopment.

F. As analyzed by Buyer for purposes of the Proposal submitted by Buyer, the
Projects variously and coliectively consist of and include the following product types,
components, or uses (“Project Use Components”): (i) the rental of income-restricted housing
apartment units (the “Affordable Rentaj Housing Component”); (i) the rental of market-rate
apartment units (the “Market Rental Housing Component™; (jii) the rental of commercial
spacs (the "Commercial Rental Component”); (iv) the management and rental of parking
spaces to the public (“Public Parking Component”); (v) the management and rental of parking
Spaces to residents of the Projects {the "Resident Parking Component*); and (vi) three of the
four projects (Bachelors Quarters, Karoa Apartments, and Pauahi Hale) that the City has
suggested are suitable for redevelopment (the ‘Redevelopment Component”). (The Public

G. As used in this Agresment, the Affordable Rental Housing Component, the
Market Rental Housing Component, the Commercial Rental Component, the Public Parking
Component, the Resident Parking.Component, and the Redevelopment Component mean and
refer, respectively, to the following Projects or the indicated number of units, commercial space,

or parking spaces in each Project making up such Project Use Component therein:

|—Affor g Rental Market Rental Commarcial Public: Parking | Resident Parking Redevelppment
Housing Component Housing Rantal Componsnt Component Component
Component Component
Kulana Nani - Entire
Project
Manoa Garden - Entire
Project*
Westlake Apariments -

Enfire Prajact

Wesl Loch Village -

Entire Project
Chinatown Gateway Chinatown . .
Plaza - 119 Units Gateway Plaza - Chinatown gh'tnalm'-’g l ghmalﬂ\'-’!;l
a1 Units Gal Plazg - aweway Plaza afeway Plaza -
aleway - 80 public 194 parking

D i ca .
commeycial spa parking spaces | spaces

3 M — .
SE;;TS&U)W anor — 9 Chinatown Manor

= commercial




Affordable Rantal Market Rental Commercial Public Parking | Residant Parking | Redevelopment

Housing Component Housing Rental ‘Companant Component Compopent
Component Companent
- space
Harbor Village — 60 Harbor VAl | Harbor Village —
Units Harbor Village - | Harbor Village — —??;Lb[licage 58 parking spaces
30 Units commercial space parking spaces
Marin Tower — 167 Unilts . o Marin Tower — Marin Tower —
Marin Tower — 75 | Marin Tower — 258 public 156 parking

Units ‘ commarclal space | o king spaces | spaces

Winston Hale - 84 Units Winston Hale —
cammercial space

Bachelors
Quarters
r Kanoa
Apariments
Fauahi Hale
*41 of 80 units. See Sectiop 5.17(e) below.
H. Buyer desires to lease, improve and operate the Property, as more specificaily

set forth in this Agreement. Subject to the terms and conditions of this Agreement, the City is
willing to allow Buyer to undertake due diligence relating to the Projects and to enter into long-
term Leases of the Prajects and the Property with Buyer subject to and in accordance with this
Agreement. The economic provisions contained in this Agreement have been negotiated and
approved based upan, among other things: (i) Buyer's undertaking due diligence, performing
under the terms of the Leases and performing all other obligations set forth in this Agreement:
(i) Buyers intended financing for the different Project Use Components as set forth in
Section 5.14 and the City’s reasonable cooperation in connection with certain of such financing;
and (iii} the City’s undertaking to lease the Property to Buyer as set forth in this Agreement,
subject to the terms and conditions contained herein.

I As set forth in Buyer's Proposal in respanse to the RFP, Buyer intends to acquire
the long-term Leases for the Projecis by obtaining different sources of financing for each of the
respective Project Use Components. As more specifically provided in this Agreement, Buyer
intends, for this purpose and to facilitate such financing, to form several different subsidiary
entities, each of which, respectively, shall acquire from the City direct long-term Leases for the
Projects based on and limited to one or more of the Project Use Components. Since certain of
the Projects (namely, Chinatown Gateway Plaza, Chinatown Manor, Harbor Village, Marin
Tower, and Winston Hale) consist of multiple and different Project Use Components, the City
has agreed as set forth in this Agreement to cooperate with Buyer in “condominiumizing” these
Projects: that is, joining with Buyer in filing a declaration and other documents reasonably
acceptable to the City and in conformity with Chapter 514B of the Hawai'i Revised Staiutes in
order to submit each of these Projects to a condominium property regime so that the Affordable
Rental Housing Companent, the Market Rental Housing Component, the Commercial Rental
Component, the Public Parking Component, and the Resident Parking Component, as the case
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may be in each such Project, can be separately leased by the City to one or the other of Buyer's
subsidiary entities and separately financed accordingiy.

J. This Agreement and the Leases shall be submitted to the Honolulu City Ceuncil
for review and approval via the adoption of a resolution, thereby authorizing the City to sign this
Agreement and the Leases.

NOW, THEREFORE, the parties agres as follows:

SECTION1 PURCHASE OF LLEASES

1.1 Subject to the terms and conditions of this Agreement, at the Closing (as defined
in Section 7.1), the City shall lease the Property to Buyer, and Buyer shall lease the Property
from the City pursuant to separate leases (a separate Lease for each Project Use Component of
each Project). The form of the lease for the Project Use Components of the Projects that shal
not be submitted to condominium property regime (i.e., condominiumized as provided in this
Agreement) shall be in substantially the form attached hereto as Exhibit B-1. The form of the
lease for the for the Project Use Components of the Frojects that shall be submitted to a
condominium property regime shall be in substantially the form attached hereto as Exhibit B-2.
Each iease for each Project Use Component shall have attached thereto an addendum
applicable to that Project Use Component, which shall be substantially in the form attached
hereto, respectively, as follows: Exhibit B-3 (Addendum for Affordable Rental Housing
Component), Exhibit B-4 (Addendum for Market Rental Housing Component), Exhibit B-5
(Addendum for Commercial Rental Compenent), Exhibit B-6 (Addendum for Public Parking
Compenent), Exhibit B-7 (Addendum for Resident Parking Component), and Exhibit B-8
(Addendum for Redevelopment Component). Each such lease is herein called a “Lease", and
all such leases together are herein referred to as the “Leases”. The Leases provide far fixed
lease rent payment of One Dollar ($1.00) per year per Lease ta the City. This Agreement is for
the acquisition by Buyer of the Leases, and the payment by Buyer of an up-front lump-sum
acquisition lease rent payment, covering all of the Land and the all of the Improvements for all
12 Projects and, if Buyer accepts the Property pursuant to Section 3.7 below, and subject to the
other terms and conditions of this Agreemeant, Buyer shall ciose on all 12 Projecis. Buyer
cannat accept or reject less than all 12 Projects and all Leases shall be entered into
simultaneously. '

1.2 The City shall assign certain leases, contracts, service agreements and other
third-party agreements for each Project as listed in_Exhibit C-1 attached hereto (the “Assigned
Contracts®). The assignment of the Assigned Contracts shall be in substantially the form
attached hereto as Exhibit C-2 (the “Assignment of Leases and Contracts*). Where there
are different lessees in one Project due to separate Project Use Components, Buyer shall
either: (a) designate one (1) lessee to be assignee under the Assignment of Leases and
Contracts for such Project; or (b) provide the City prior to Closing with a designation of the
specific [easas, contracts, service agreements and other third-party agreements for such Project
that shall be assigned, respectively, to the different lessees which shall acquire Leases of the
different Project Use Components in such Project. Notwithstanding the foregoing, the
residential rental agreements for all apartment units in the Affordabie Rentai Housing
Component shall be assighed to the lessee of the Affordable Rental Housing Components of
the Projects, the residential rental agreements for all apartment units in the Market Renta!



Housing Component shall be assigned to the lessee of the Market Rental Housing Component
of the Projects, the commercial leases of commercial space included in the Commercial Rental
Component shall be assigned to the lessee of the Commercial Rental Components of the
Projects, and any residential rental agreements for apartment units in the Redevelopment
Component shall be assigned to the lessee of the Redevslopment Component of the Projects.

1.3 The City shall transfer to Buyer personal property and equipment owned by the
City, located at each Project and used in connection with the operation of such Project as listed
in Exhibit D-1 attached hereto (the “Personal Property”), to the extent not designated as
condominium common elements (in which event Buyer or its Affiliates or other nominees in
accordance with Section 11.10(c) and Section 11.10(d) shall acquire all of the interests in such
Personal Property as undivided interests in such common elements that are appurtenant to the
condominium units for the Project Use Components in the Projects of which such common
elements are a part). The {ransfer of the Personal Property shall be in substantially. the form
attached hereto as Exhibit D-2 (the “Bill of Sale”). WHere there are different lessees in cne
Project due to separate Project Use Components, Buyer shall either: (a} designate one (1)
lessee to be buyer under the Bill of Sale; or (b) pravide the City prior to Closing with a
designation of the specific Personal Property at each such Project that shall be transferred,
respectively, to the different lessees wh|ch shall acquire Leases of the different Project Use
GComponents in such Project.

1.4 Notwithstanding any provisions to the contrary in this Agreement ar in any Lease,
the City reserves all right, title and interest as the fee owner in the Land, and as grantes,
benefitted party or other party other than the fee owner of the Land under any grants of
easement, covenants, restrictions, Land Court orders, and other recorded instruments or maps
encumbering or affecting the Land (for example and not by way of limitaticn, rights of the City as
grantee under sewer or drainage easements on, through or under the Land), together with the
right to grant any easements or rights-of-way, or any other such rights to any third-party with
Buyer's consent, which consent shall not be unreasonably withheld, conditioned or delayed,
provided that such grants do not substantially and materially (i) interfere with, or (i) adversely
affect the rights granted to Buyer herein or under the Leases.

SECTION 2 PAYMENT OF PURCHASE PRICE

21 Purchase Price. in consideration of the City entering into the Leases, and the
Assignments of Leases and Contract and the Bills of Sale, but subject to the terms, conditions,
and provisions of this Agreement, including the provisions and contingencies respecting Buyer's
financing for the transactions contemplated by this Agreement, Buyer shall pay to the City an
up-front lump-sum acquisition lease rent payment in the sum of One Hundred Forty-Two Million
And Ne/100 Dollars ($142,000,000.00) (hereinafter the “Purchase Price®) for the Leases, the
Assignment of Leases and Contracts and the Bill of Sale. Upon Closing, the City shall also he
entitled 1o the Reserve Accounts, as provided in Section 5.4(c) below.

2.2 Method of Payment. The Purchase Price shall be paid by Buyer to the City as
follows:

(a) [njtial Deposit. Within two (2) Business Days after the Effective Date, and
as a condition precedent to the effectiveness of this Agreement, Buyer shalt deposit with Title



Guaranty Escrow Services, Inc. (“Escrow Agent’) by a confirmed wire transfer or other deposit
of good and immediately available funds, the sum of One Million And No/100 Doliars
($1,000,000.00) (“Initial Depasit”). _

(b) Second Deposit. Buyer shall deposit with Escrow Agent a second deposit
in the sum of Four Million And Nof100 Dollars ($4,000,000.00) by a confirmed wire transfer or
other deposit of good and immediately available funds ("Second Deposit”) within two (2)
Business Days after Buyer has approved or is deemed to have approved the results of Buyer's
Due Diligence Investigation in conformity with Section 3.7. The Initial Deposit and the Second
Deposit, together with interest earned, if any, on said sums, are herein callectively called the
‘Deposit”.  THIS AGREEMENT SHALL CONSTITUTE BUYER'S INSTRUCTION AND
DIRECTION TO THE ESCROW AGENT THAT THE FUNDS COMPRISING THE DEPOQSIT
SHALL BE DEPOSITED IN AN INTEREST-BEARING ACCOUNT BEARING THE HIGHEST
AVAILABLE RATE OF INTEREST THAT WILL PERMIT IMMEDIATE WITHDRAWAL OF SUCH
FUNDS FOR CLOSING AND BUYER SHALL PAY FOR THE COST, IF ANY, FOR SUCH
INTEREST-BEARING ACCOUNT.

(c) Application of Deposit. If the leasing of the Property as contemplated
hereunder is consummated, the Deposit shall be held by Escrow Agent and credited against the
Purchase Price, If the leasing of the Property as contemplated hereunder is not consummated
solely for any reason other than (i)the City’s material breach of this Agreement, (i) Buysr's
disapproval of the results of its Due Diligence Investigation and lack of cure by the City pursuant
to Section 3.7, or (i) failure of any other express condition for the benaefit of Buyer described in
Section 6.1, including specifically the closing of the New Financing as defined in Section 5.14
for the transactions contemplated by this Agreement, the Deposit, plus any accrued interest
thereon, shall be paid to and retained by the City as consideration for the City’'s commitment to
sell the Property to Buyer during the pendency aof this Agreement and/or as liguidated damages
pursuant to Section 8.2(c). If the leasing of the Praperty as contemplated hereunder is not
consummated and this Agreement is terminated due to the City's material breach of this
Agreement, Buyer's disapproval of the resuits of its Due Diligence Investigation pursuant to
Section 3.7, or failure of any other express condition precedent for the benefit of Buver
described in Section 6.1, including specifically the closing of the closing of the New Financing,
the Deposit, plus any accrued interast thereon, i any, shall be returned to Buyer, less escrow
fees, if any, as may be chargeable to Buyer.

. (d) Cash at Closing. Provided that this Agreement has not been terminated
and all closing conditions have been satisfied as provided hereunder, including the conditions
set forth in Section 6.1, Buyer will pay to Escrow Agent (or cause to be deposited into 8scrow),
in time for Closing on the Closing Date in conformity with the requirements of Hawai'i law and
escrow practice, the full remaining balance of the Purchase Price, plus Buyer's share of closing
costs and closing adjustments and prorations as estimated by Escrow Agent, subject to
appropriate and final closing prorations and adjustments as provided under this Agreement.
Escrow Agent is irrevocably instructed to pay the Purchase Price to the City at Closing, less the
City's share of closing costs and closing adjustments and prorations as estimated by Escrow
Agent, after all conditions to Closing have been satisfied. Buyer has disclosed to the City that
the closing by Buyer of the fransactions contemplated by this Agreement will be financed by,
and are subject to and contingent upon, in addition to other conditions: (1) authorization and
issuance by the State of Hawai', through the Hawaii Housing Finance and Development
Corporation ("HHFDC"), of not less than $95.000.000 in muiti-family revenue bonds retating to
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Buyet's acquisition of the Leases for the Affordable Rental Housing Component {and, if Buyer
elects and if permitted by applicable law, the Public Parking Componanit and the Resident
Parking Component) of the Projects; (ii) the sale of such tax-exempt bonds; (iii) allocation by
HHFDC of Federal low-income housing tax credits (“Federal LIHTC") of not less than
$5,881,142 annually for the 10-year credit period contemplated by Section 42 of the Internal
Revenue Code of 1986 (26 U.S.C.), as amended (the “Code”); (iv) the allacation by HHEDC of

not less than $2,945,571 annually for the 10-year credit period of State of Hawali'i low-income
housing tax credits under the cognate provisions of Hawal’l State law (“State LIHTC”); (v) the

sateorsyndicaiion of such fow=income hoosing tax GreciiIS to investors; and (Vi) Buyars receipt
of commercial loans from banks and other financial institutians.

(e) Form of Payments. All payments required to be made by Buyer under
this Agreement shall be in U.S. Dollars in the form of cash, cashier’s check or by federal wire
transfer (same day funds).

SECTION 3 DUE DILIGENCE

3.1 Due Diligence Period; Due Diligence Investigation.

(a) Bue Diligence Period. The "Due Diligence Period” shall mean the
period beginning on the date of the issuance of a “Notice to Praceed” (as referenced in
Section |, Paragraph 21 of the RFP) and continuing to and ending at 4:00 p.m. Hawai'i Time on
the date that is sixty (60) days from and after the date on which the Notice to Proceed is issued.
The Notice to Proceed will be issued by the City upon execution of this Agreement by the City
and Buyer. The date the Nofice to Proceed is issued is hereafter called the “Due Diligence
Commencement Date”.

(b) Due Diligence Investigation. Prior fo the Due Diligence
Commencement Date, Buyer acknowledges having had the opporiunity fo review various
decuments and information relating to the Property. Buyer may conduct further investigation of
the Property during the Due Diligence Period. Prior to the expiration of the Due Diligence
Period, subject in ail events to and in accordance with the terms of this Agreement, Buyer shall
complete at its sole cost and expense all such necessary due diligence with respect fo the
Properly in order to determine whether Buyer has any objections to any conditions,
circumstances, contingencies, facls, physical conditions, financial or operating results, or ather
matters relating to the Property. This investigation (the "Due Diligence Investigation”) may
include (but shall not be limited to):

(i) a physical inspection of the Property, including, but not limited to,
inspection and examination of soils, environmental factors, hazardous substances, if any, and
archeological infarmation relating to the Property, geological and other tests; review and
investigation of any pemnits; and review of engineering data (including, but not limited to,
engineering evaluations of the Improvements);

(i) review of all governmental matters affecting the Property and each
Project,

(ifi) review of litle fo the Property and each Projsct:
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(iv)  review of the financial and operating resuits for each of the
Projects, specifically including rents and other revenue sources;

{(v) review of the management practices for each of the Projects,
including interviews with the property manager of each Project and the aperator of any parking
facilities at any of the Projects, all subject to Section 3.3 below, and inspectian of such property
manager’s and operators’ books and records refating fo such Project or such parking facilities;

(vi)  development of a strategy for timely safisfaction of all of the
requirements of this Agreement, in the event that Buyer doss not elect to terminate this
Agreement pursuant to the terms of Section 3.7, below: and

{vii)  Any matter whatsoever not referenced above that pertains to the
Property or any of the Projects.

32 Delivery of Documents. In connection with the issuance of the Notice to
Proceed, and on the Due Diligence Commencement Date, the City shall deliver to or make
available for review by Buyer via the Intemet or at the City's offices (during normal business
hours and upon reasonable notice) copies of ail material documents in the City's possession
relating fo the City's ownership and operations of the Property and each of the Projects,
respectively, including (if any) site plans, surveys, titie policies, existing entitiements, approvals,
soils reporis, engineering reports, operating statements, licenses, permits, environmental
reports, engineering or architectural renderings, plans and specifications, ténant information,
maintenance records, inspsction and physical condition reports, documents and materials
relating to legal proceedings, governmental notices, appraisals ar vajuation reports, tax returns
and records, and other items reasonably relevant to Buyers Due Diligence Investigation
(collectively, the “Due Diligence Documents”). The City's obligation to provide Due Diligence
Documents shall be limited to those documents that are in the City'’s possession as an owner
and operator of the Property and not as a governing and regulatory body. Except as provided in
Section 10.2 of this Agreement, the City makes no representation or warranty relating to the
accuracy or validity of the Due Diligence Documents, and Buyer acknowledges and agrees that
Buyer is responsible for verifying the accuracy of the Due Diligence Documents. All information
supplied by the City to Buyer pursuant to this Agreement shall remain the property of the City,
In the event Closing does not occur or this Agreement is terminated for any reason, Buyer shail
promptly retumn ta the City or confirm to the City that Buyer has destroyed all Due Diligence
Documents abtained from the City. The City discloses to Buyer that some of the Property may
contain ashestos, PCBs and lead paint, or may have been used for many years for agricultural
purposes employing pesticides, herbicides, fertilizers, combustibie fuels and other chemicais.
Nevertheless, Buyer shall satisfy ifself on issues related to the presence or absence of
hazardous materials on or under the Property.

3.3  Access and Conditions.

(a) Access to Property. In order for Buyer to condyct its Due Diligence
Investigation, the City hereby grants to Buyer and its representatives the right of access to the
Property and each -of the Projects during normal business hours and upon reasonable advance
notice. Such access shall be coordinated through the City's authorized representative,
Christopher Terry (Telephone Number: (808) 768-3887), and the City may require all such
access to be supervised by persons appointed by the City's authorized representative. The City




shall use commercially reasonable efforts to provide Buyer with access to the Praperty and -
each of the Projects within two (2) Business Days of receiving a request for such access from
Buyer.

(b) No Construction Activity. In no event shall Buyer be permitted to conduct:
any construction, demolition or similar work (“Construction Activity”) during the term of this
Agreement, it being the understanding of the parties that Construction Activity shall occur only
after the Closing, and then in accordance with the terms and canditions of the respeciive Lease
or Leases applicable to such Project and the Project Use Coemponent thereof.

(c) Access Conditions. Buyer’s right of entry shall be subject to the following

conditions:

(i) The Due Diligence Investigation shall be conducted in full
compliance with each applicable law, zoning restriction, ordinance, rule, regulation or
requirement of any federal, state, county or other governmental or quasi-governmental agency
with jurisdiction over the Property {collectively, "Governmental Authorities”).

{li) Buyer shall not interfere with any tenant’s or other occupant’s use
and enjoyment of the Property and shall make every reasonable effort to accommodate the
requests of the City and any tenants and occupants regarding conduct of the Due Diligence
Investigation so as fo minimize interference with operations at the Property including reasonable
notice before conducting the Due Diligence Investigation, With the exception of incidental
conversations that may occur during any on-site visits to any of the Projects by Buyer's
directors, officers, partrers, members, employees, contraciors and agents, Buyer shall not
conduct any interviews or discussions with the tenants or occupanis of the Property without
giving wtitten notice {including by electronic mail) one (1) Business Day in advance of any sugh
interview or discussions to the City's authorized representative, Christopher Terry (telephone
number above) and offering the City the opportunity to have a representative of the City present.
Interviews with the City’s employees or contractors shall be limited to specifically designated
senior personnetf and the City shall provide to Buyer, along with the Due Diligence Documents
on the Due Diligence Commencement Date; the names and contact information (telephone
number, e-mail addrass, office address) of both the property manager for each Project and the
specifically designated senior personnel of the City whom Buyer may contact concerning the
Projects (and such contact information shall be supplemented as appropriate upon request of
Buyer).

(i) ~ Prior to entering the Property to perform any of its Due Diligence
Investigation, Buyer shall provide to the City a certificate of insurance showing that Buyer
maintains in full force and effect a policy of commercial general liability insurance (A) covering
the activities of Buyer (including Buyer's employees, contractors and agents) in connection with
the Due Diligence Investigation, (B)in an amount of not less than Two Million And No/100
Dollars ($2,000,000) combined single limit per accurrence from a carrier reasonably acceplable
to the City, (C)naming the City, its officers and directors as additional insureds, and
(D) requiring at least thirty (30) days written notice to the City prior to cancellation or reduction in
coverage.

(iv}  Anyinvestigation invoiving soil borings, subsail, soil vapor, ground
water, soil load-bearing tests or other tests involving physical invasion of the surface of the



Property or physical sampling are to be made by Buyer only after obtaining the express writtan
consent of the City, which may be withheld in the City's reasonable discretion. The City's
environmental consultant may attend any test or investigation at the Property and shall be
entitled, without cost, to duplicates of any samples taken by Buyer (or, if duplicates are not
reasonably attainable, Buyer may elect to deliver the actual samples after testing) and to copies
of all written reports and data prepared by or on behalf of Buyer. Any request for consent must
be delivered to the City and its environmental consultant, together with a reasonably detailed
investigation plan sufficient for the City to determine the scope and logistics of the proposed
investigation, at least five (5) Business Days before the desired test. Any invasive sampling or
testing permitted by the City shall be performed in compliance with all environmental jaws and
other requirements of any Governmental Authorities. Depending on the nature of the invasive
testing or sampling, the City may reguire a reasonable increase in the amount of insurance
specified in Section 3.3(c)(iii) above consistent with the nature of such testing or sampling.
Buyer bears sale liability for any damage that may occur during such tests; provided, however,
that Buyer shall not be liabie for any damages incurred by the City resulting from the mere
discavery by Buyer of a pre-existing condition at or with regard to the Property or any part
thereof or any Project, except if Buyer negligently aggravates such condition or causes a
release of any hazardous materials. If in the course of its investigation, Buyer discovers any
environmental condition that Buyer or its consuitants or contractors bslieves should be reported
to any Governmental Authorities, Buyer shall provide ta the City full information regarding the
discovery and the City shall assume any and ail reporting obligations and shall indemnify and
hold Buyer harmless with respect to any failure to properly report such information to any such
Governmental Autharities, if such reporting is required under applicable laws.

(V) Promptly after any physical inspection of the Property, Buyer at its
sole cost, shall restore the Property to the condition that existed immediately prior to such
inspection.

{vi) Buyer shall give the Cily (A) copies of all of Buyers written
communications to or from Governmenta) Authorities (including City agencies and depariments
acting in their regulating or planning functions), and (B) at least two (2) Business Days prior
notice of any meetings with Governmental Authorities regarding any physical inspections of the
Property, so that the City may participate if it desires. Buyer shall not enter into any binding
agreements with Governmental Authorities regarding the physical or environmental condition of
the Property prier to the Closing.

{vii)  Buyer shall not permit any mechanics’ or other liens, charges,
encumbrances, attachments or judgments (collectively, “Liens”) to be filed against the Property
as a result of Buyer's Due Diligence Investigation, and Buyer, within five (5) Business Days after
receiving written notice from the City of the filing of any such Liens, shall, at Buyer's sole cost,
cause any Liens so filed to be removed by payment, deposit, bond ar other reasonably
satisfactory alternative approved by the City. If Buyer fails to do so, the City may pay the
amount necessary to remove such Lien, without being responsible for investigating the validity
therecf. The amount so paid shall be reimbursed by Buyer.to the City within ten {(10) Business
Days after receipt of written demand therefor, without limiting any other remedies available to
the Cily under this Agreement arising from Buyer's breach of this subsection, and any such
reimbursement shall not limit remedies available to Buyer regarding the validity of any such
Lien.
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3.4  Title. Within ten (10) days following the Due Diligence Commencement Date,
the City shall abtain and deliver to Buyer updated preliminary title reports (the “Updated Title
Reports”) for all of the Projects issued by Title Guaranty of Hawaii, Inc. (the “Title Company”).
Since the City has negotiated a preferred escrow and fitle policy rate with the Title Company
and Escrow Agent for this fransaction, the Title Company and Escrow Agent shall be used for
title insurance and escrow services, respectively, for this transaction. Buyer acknowledges
already having had the opportunity to review preliminary title reports for the Property. Buyer
shall approve or disapprove of the Updated Title Reports during the thirty (30) day pericd after
receipt of such Updated Title Reports. If Buyer disapproves any matters in the Updated Title
Reports, Buyer shall either (a) terminate this Agreement by giving the City written notice of
termination pursuant to Section 3.7, or (b) give the City a written notice (the “Disapproval
Notice”) identifying the disapproved title matters that Buyer requests be removed or cured at or
prior to Closing (the "Disapproved Title Matters”). Failure by Buyer to give timely notice of any
disapproval or termination shall be deemed approval. With respect to any Disapproved Title
Matters, unless the City shall notify Buyer in writing within ten (10) days after the City’s receipt
of the Disapproval Notice that the City will cause the Disapproved Title Matters to be removed
or cured at or priar to Closing, the City shall be deemed to have elected not to remove or cure:
all Disapproved Title Matters, in which case Buver shall be deemed io have waived its
disapproval of itle in the event Buyer subsequently approves its Due Diligence Investigation
pursuant to Section 3.7 below. Prior to and in connection with Closing, the City shall remove or
cure the Disapproved Tille Matters that the City notifies Buyer that City shall remove or cure in
response to Buyer's Disapproval Notice. Exceptions approved or deemed approved or
accepted by Buyer pursuant to this Section 3.4 or atherwise approved or accepted by Buyer in
accordance with this Agreement, real estate taxes not yet due and payable, and the standard
printed excepticns set forth in the Title Policies (as defined in Section 6.1) are referred to herein
as “Permitted Exceptions”.

3.5  Confidentiality. —Buyer shall maintain the confidentiality of any information
delivered to Buyer by the City and of any inspection of the Property conducted by Buyer. Buyer
shall use all such information salely for the purpose of evaluating the Property. Buyer shall-
have the right to disclose any such information only to Buyer's employess, consultants,
prospective or actual lenders and any other persons or entities having a reasonable need to
know such information in connection with the transaction coniemplated by this Agreement, and
provided that Buyer has specifically advised all such parties fo keep such information
confidential. Buyer shall be responsible for any breaches of confidentiality by persons {o whom
Buyer discloses information. {f Buyer is confronted with, or is otherwise subject to, govemment
compulsian, regulatory requirement, or legal action fo disclose information received under this
Agreement, Buyer shall promptly notify the City and shall reasonably assist the City in obtaining
a pretective order requiring that any portion of the informaiion required to be disclosed be used
only for the purpose for which a court issues an order, or far such other purposes as required by
law, and provide for redactions of any confidential material not desmed critical to the party
seeking disclosure. If this Agreement is terminated prior fo any Closing, Buyer shall promptly
return to the City all such confidential information received from or on behalf of the City, and
shall cause all parties o whem Buyer disclosed any such confidential infarmation to return the
same fo Buyer, so that such confidential information can be retumed by Buyer to the City;
provided, however, that upon a successful Closing, Buyer shall have the right to retain any and
ali such confidential or ather information and use the same in connection with the proper
administration and operation of the Property and each of the Projects. Notwithstanding the
foregoing provisions of this Section 3.5, any informatian delivered to Buyer by the City shall not
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be deemed to be confidential if such information: (a) was known to Buyer prior to receipt of such
information from the City, and such information was obtained on a non-confidential basis: (b)is
or becomes generally known to the public through means other than the disclosure of such
information by Buyer, or its empioyees, agents, or other representatives; or (c) becomes
available to Buyer on a nen-confidential basis from a person other than the City or its
consultants and who, to Buyers best knowledge, is not otherwise bound by a confidentiality
agreement with the City or any of the City’'s aitorneys or consuitants with respect to the
Property, or is not otherwise prohibited from transmitting the information to Buyer.

3.6 Indemnity Buyer hereby agrees to indemnify, defend and hold the City, its
officers, directers, employees, legal counsel, agents, contractors, successors and assigns
(collectively, the “City Parties”) harmiess from and against any and all claims, liens, demands,
losses, damages, liabilities, fines, penalties, charges, administrative and judicial proceedings
and orders, judgments, and all costs and expenses incurred in connection therewith (including,
without limitation, reasonable attorneys’ fees, reasonable costs of defense, and reasonable
costs and expenses of all experts and consliltants}, arising directly or indirectly, in whole or in
part, out of Buyer's Due Diligence Investigation or Buyer's access to or activities on the Property
during the term of this Agresment, including but not limited to: (@) any investigative or
construction-related activity, storage of equipment or materials, any damage to the Property
arising out of Buyer's aclivities in connection with this Agreement, any Liens caused or
permitted by Buyer, or any other act or omission in connection with the Property by or on behalf
of Buyer or ifs empioyees, agents or contractors (collectively, “Buyer's Agents™); (b) any
contract, agreement or commitment entered into or made by Buyer or Buyer's Agents in
connaction with the Property; and (c) any act or omission of Buyer or Buyer's Agents that results
in the discharge of any hazardous materials or substances on to the Property or on fo any
surrounding property, or the exacerbation of any pre-existing environmental condition on the
Property in connection with Buyer's Due Diligence Investigation.

37 Approval/Disapproval of Due Diligence Investigation; Opportunity to Cure

Objections; Right to Terminate. Buyer shall approve or disapprove the results of its Due
Diligence Investigation by written notice delivered to the City no later than the expiration of the
Due Diligence Period. Buyer's approval or disapproval of the resulis of Buyer's Due Diligence
[nvestigation shall be in Buyer's sole and absolute discretion. In the event Buyer disapproves
the resuits of its Due Diligence Investigation, Buyer shall include in its written notice a written
description of the objectionable conditions which form the basis for Buyer's disapproval (the
“Objection Notice"). Upon receipt of the Objection Notice, the City shall have ninety (90) days
(the “City Cure Period") after recsipt of the Objection Notice to cure the conditions described in
the Objection Notice or the City may choose to cancel this Agreement without penalty or
compensation to Buyer. If the City does not cure such conditions within the City Cure Period,
then Buyer shall have until and including the fifth Business Day after the City Cure Period either:
{a) to elect to terminate this Agreement by delivering to the City a written notice of termination
describing the objectionable conditions that were not cured; or (b)to elect to waive the
objectionable conditions by delivering to the City written notice of Buyer's intention to waive the
objectionable conditions and proceed with Closing, in which event Buyer shall then be required
in accordance with Section 2.2(b) to make the Second Beposit within two (2) Business Days
after Buyer's approval of the Property. Wherever and whenever used in this Agreement,
references to “Buyer's approval of the Property,” or “Buyer's approval or deemed approvai of the
Property,” or “Buyer’s approval or deemed approval of Buyer's Due Diligence Investigations,” or
“Buyer’s completion of Buyer's Due Diligence Investigations,” and variants thereof and phrases
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of the same import, shall mean and refer to the Buyer's approval or deemed approval of the
Property after the expiration of the Due Diligence Period, the delivery to the City of any
Cbjection Notice, the City Cure Period, and the five-Business Day period thereafter in which
Buyer may elact to terminate this Agreement or waive any objectionable conditions and proceed
with Closing in accordance with this Section 3.7. Upon termination of this Agreement by Buyer
or the City pursuant to this Section 3.7, the parties shall instruct Escrow Agent to retumn the
Initial Deposit (pius any interest earned thereon) fo Buyer less Escrow Agent’s charges and title
canceliation charges, if any, chargeable to Buyer as soon as practicable and, except as
atherwise provided herein, this Agreement shail be null and void and of no further force and
effect, and the parties shall have no further rights, obligations or liabilities hereunder. Buyer
shall not be entitled to any compensation or other payment whatscever by the City on account
of termination pursuant fo this Section 3.7 or for any undertakings or due diligence costs made
or incurred by Buyer under or in connection with this Agreement, or in connection with the
preparation of Buyer’'s Initial Proposal dated April 27, 2012 ("Buyer’s Initial Proposal”} and
Buyer's Best and Final Offer, dated May 22, 2012 (“Buyer's Best and Final Offer”). if Buyer
fails to deliver ta the City a notice of Buyer's approval or disapproval of the resuits of Buyer's
Due Diligence Investigation by the end of the Due Diligence Period, Buyer shall be deemed to
have approved the results of Buyer's Due Diligence Investigation and shall praceed with
Ciosing. Since this Agreement is for the leasing of all 12 Projects, Buyer's approval of the
Property or disapproval and, if applicable, termination of this Agreement shall be for all
12 Projects. Buyer cannot accept or reject less than all 12 Projects and all Leases shall be
entered into simuitaneously. In the event that Buyer approves or is deemed to have approved
the Property as a result of Buyer's Due Ditigence Investigation in accordance with this
Section 3.7, the City shall not thereafter encumber the, Property or any of the Projects in any
respect or enter into, amend, or extend any agreements affecting title to or operation of the
Property and each of the Projects (except in compliance with Section 10.2(f) or as otherwise
provided in this Agreement). Notwithstanding the foregoing, Buyer understands that from the
date of Buyer's approval or deemed approval of the Property until the date of Closing, the City
will need to continue to operate the Property in ifs normal course of business and that, as
provided in Section 10.2(f}, the City shall be allowed {o continue to operate the Property and the
Projects. In addition, as disclosed in Section 5, the City is in the process of obtaining releases
from the HUD Mortgages, granting an easement to an adjacent property owner, and obtaining
an interest in an alleyway.

3.8 [Reserved]

3.9 Survival. Buyer's obligations under Section 3.2, Section 3.3(b), Section 3.3(c),
Section 3.5, and Section 3.6 shall survive the Closing or the termination of this Agreement prior
to Closing.

SECTION 4 “AS-IS” CONDITION

41 *AS IS” and “WHERE IS" Condition. Prior to Closing, Buyer shall have made
a thorough, independent examination of the Property and all matters relevant to Buyer's
decision to enter into the Leases and make the capital improvements thersto contemplated by
Seclion 5.1. This Agreement and the City’s agreement {o enter into the Leases are made “AS
18" with all faults, and Buyer expressly acknowledges and agraes that, except as provided in
this Agreement, the CITY MAKES NO REPRESENTATIONS OR WARRANTIES, INCLUDING
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WITHOUT LIMITATION, ANY REPRESENTATION OR WARRANTY OF MERCHANTABILITY,
HABITABILITY, FITNESS FOR A PARTICULAR PURPOSE, OR ANY OTHER EXPRESS,
IMPLIED OR STATUTORY WARRANTY WHATSQEVER WITH RESPECT TO THE
PROPERTY QR ANY PORTION THEREOF, OR WITH RESPECT TO THE SUITABILITY OF
ANY OF THE FOREGOING FOR THE CONDUCT OF BUYER'S BUSINESS QR THE
PROFITABILITY OR INCOME STREAM FROM ANY OR ALL PROJECTS.  Buyer
acknowledges that as of Closing, Buyer will have carefully inspacted the Property and by
executing each Lease, will, except as otherwise provided in each Lease, accept the leased
Property covered by such Lease on an "AS IS” and “WHERE |S” basis, without warranty,
guaranty, liability, or representation whatsoever, express or implied, oral or written, on the part
of the City, or any person on behalf of the City, regarding the Properly or matters affecting the
Property, including, without limitation:

“(a) Physical Condition. The physical condition of the Property, including the
quality, nature, adequacy, and physical condition of () the Land, including any systems,
facilities, access, andfor landscaping; (i) the air, soils, gealogy, and groundwater, (ji) the
suitability of the Land for construction of any improvements or any activiies or uses that Buyer
may elect to conduct on the Land, or (iv) the compaction, stability or compasition, erosion or
other condition of the soil or any fill or embankment on tha Land for building or any other
purpose;

(b) [mprovements. The quality, nature, adequacy, and physical condition of
the existing Improvements, including but not limited to, the strustural elements, seismic safety,
engineering characteristics, . foundation, roof, systems, infrastructure, facilities, appliances,
appurtenances, access, landscaping, and/or parking facilities;

(€) Title. The nature and extent of any right-of-way, lease, possession, lien,
encumbrance, license, reservation, or other title condition affecting the Property, including
without limitation the existence of any easements, rights-of-ways or other rights across, fo or in
ather properties that might burden or benefit the Property;

(d)  Compliance. The development potential of the Property andfor the
zoning, land use, or other legal status of the Land or Improvements, or compliance with any
public or private restrictions on the use of the Land, as the same are in effect as of the Effective
Date or may be hereafter modified, amended, adopted, published, promulgated or
supplemented, or the compliance with the Land or improvements with any applicable laws;

(e} Hazardous Materials. The presence of hazardous materials on, in, under
or about the Properly or any adjoining or neighboring property:

(f) Economic Feasibility. Economic conditions ar projections, development
potential, market data, or ather aspecis of the economic feasibility of any Project and/or any
business Buyer intends fo conduct on the Property;

(g) Utilities. The availability, existence, quality, nature, adequacy and/or
physical condition of utilities serving the Property; '
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(h) Suitability. The use, habitability, merchantability, fitness, suitability, value
or adequacy of the Property (including, without limitation, each Preject) for any particular
purpose; '

(1 Boundaries. The boundaries of the Property, the location of any
Improvements on the Land and/or the existence of any encroachmenis cnto or from any
adjacent lands;

(i) Access. Access as of the Closing Date to the Property, including from or
through any particular route (provided, however, that the City agrees that the Cily shall take no
action on or after the Closing Date that shall limit complete and total access on a permanent
basis to the Property (and each of the Projects) to a public street or right-of-way for purposes of
both pedestrian and vehicular ingress and egress and utilities and utility services;

(k) Parking and Parking Fees. The requirement fo provide public parking at
the Chinatown Gateway Plaza, Harbor Village, and Marin Tower Projects, the number of stalls,
hours of operation, the amount of parking fees that may be charged for such public parking at
each such Project, and other rules and regulations governing such public parking, which may be
determined by the Honolulu City Council; and

(N Other Malters. Any matter whaisocever not referenced above that pertains
to the Property.

The provisions of this Section 4.1 are not intended for the benefit of and shall not confer any
rights or remedies on or release any person from any claims relating to any of the foregoing
matters other than the City and persons acting on behalf of the City with regard to the Property
or any of the Projects.

4.2  Buver's Due Diligence. Buyer acknowledges: (a) Buyer is a sophisticated real
estate investor with sufficient experience and expertise, and will hire or have ths opportunity to
hire consultants with sufficient experience and experiise, to evaluate the Property and the risks
associated with acquiring a leasehold interest in the Property; (b) Buyer will enter into the
Leases with the intention of relying upon its own investigation or that of third parties with respect
to the physical, environmental, archeological, economic and legal condition of the Property; and
{c) in connection with its investigations and inspections of the Property, Buyer will have the
opportunity to obtain the advice of advisors and consultants, including but not limited to
environmental consultants, engineers and geologists, soils and seismic experts, and
archeologists to conduct such environmental, geological, soil, hydrology, seismic, archeolegical,
physical, structural, mechanical and other inspections of the Property as Buyer deems to be
necessary, and that Buyer will have the opportunity to review the reports of such advisors and
consultants, as well as all materials and other information given or made available to Buyer by
the City and by any Governmental Autharities. Buyer further acknowledges that it has not and
will not receive from or on behaif of the City any accounting, tax, legal, architectural,
engineering, archeological, property management or other advice with respect to this
transaction and is relying solely upon the advice of third party accounting, tax, legal,
architectural, engineering, archeological, property management and other advisars to be
retained by Buyer at its sole expense. Buyer will satisfy itself as to such suitability and cther
pertinent matters by Buyer's own inquiries and tests into all matters relevant in determining
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whether to enter into the Leases. The City has the right to retain its own experts to dispute any
findings made by those retained by Buyer.

4.3 Release of the City. Buyer, on behalf of itself its directors, officers, partners,
members and agents (the “Buyer Parties”), hereby waives, releases, acquits and forever
discharges the City and the City Parties, of and from any and all claims, actions, causes of
actions, demands, rights, damages, costs, expenses or compensation whatsoever, diract or
indirect, known or unknown, foreseen or unforeseen, which Buyer or any Buyer Parties now
have or which may arise in the future on account of or in any way related to or in connection
with any past, present or future aspect, feature, characteristic or condition of the Property,
except as otherwise set forth in the Leases, and except such release shall not include the
release of any such claims, actions, causes of actions, demands, rights, damages, costs,
expenses or compensation for any violation by the City or any City Parties of this Agreement or
any of the Leases or any acts or omissions of the City or City Parties after Closing except as
may be provided in the Leases. The provisions of this Section 4.3 shall survive the Closing.

SECTION 5 SPECIAL PROVISIONS

5.1 Capital Improvements. Buyer shall make ail capital improvements to each
Project and shall create reserves as required under the Leases to ensure that each Project is
properly maintained and in good condition and repair. Such improvements shall be at Buyer's
sole cost and expense. Buyer agrees that Buyer will use best efforts to expend Forty-Two
Million and No/100 Doillars ($42,000,000.00) (inclusive of hard costs, which hard costs shall not
be less than Thirty-Five Million And No/100 Dollars ($35,000,000.00), and ali non-direct soft
costs for architectural, engineering, financing, and legal fees, administrative and oversight costs,
and other pre- and post-construction expenses and contingencies) within the first twenty-four
(24) months after Closing, but in no event shall Buyer expend less than Forty Million And
No/100 Dollars ($40,000,000.00) (inclusive of hard costs, which hard cosis shall not be less
than Thirty-Five Million And No/100 Dollars ($35,000,000.00), and all non-direct soft costs for
architectural, engineering, financing, and legal fees, administrative and oversight costs, and
other pre- and post-construction expenses and contingencies) within the first thirty-six (36)
manths after Closing, for capital expenditures for the Projects in which the Affordable Rental
Housing Component and the Market Rental Housing Companent of the Property are located
(the “Capital Improvement Amount*). The Capital Improvement Amount shail be expended
and applied in the rehabilitation of the apartiments units in the Affordable Rental Housing
Component and the Market Rental Housing Component and the building systems of the
Projects in which such Project Use Components are located based on a capital needs
assessment conducted by Buyer. The capital needs assessment shall include both the
condition and working order and state of repair of all major building systems (electrical,
plumbing, HVAC, roof systems, hallways, and common areas) and the condition and state of
repair of the various components or facilities in each apartment (e.g., kitchen appliances,
cabinets, countertops; bathroom toilet, vanities, shower and bathtuh fixtures; electrical outlets
and lighting fixtures throughout the apartments; plumbing fixtures; flaor coverings; wall painting;
entry and  closet doors; window coverings; and similar components and facilities). The Capital
Improvement Amount shall he apportioned among the Projects in which the Affordable Rental
Housing Component and the Market Rental Housing Comiponent are located {namely, Kulani
Nani, Manoa Gardens, Westlake Apartments, West Loch Village, Chinatown Gateway Plaza,
Chinatown Manor, Harbor Village, Marin Tower, and Winston Hale Projects) in a fair and
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apprapriate manner consistent with such capital needs assessment. Notwithstanding the
foregoing, the City and Buyer agree that $450,000 of the Capital Improvement Amount shall be
applied against capital improvements {o the Projects in the Redevelopment Component (i.e.,
$25,000.00 for Bachelors Quarters, $400,000.00 for Pauahi Hale, and $25,000.00 for Kanca
Apartments Projects), but the lessee of those Projects shall have until thirty-six (36) months
after Closing to complete any capital improvements to such Projects or to commence the
process of redeveloping those Projects (unless the City agrees to extend such 36-month period
for the completion of such capital improvements, provided any extension granted by the City
shall be in the City's sole and absolute discretion with no obligation to grant such extension).
Unless the lessees of the Redevelopment Component can establish, to the reasonable
satisfaction of the City, that such lessees have the financial capability and a reasonable financial
plan to fulfill the Capital improvement Amount for each respective Redevelopment Component,
Buyer shall remain liable for such obligations herein. Buyer will use union labor, where
available and appropriate, for all on-site construction labor in connection with the capital
improvements to the Projects in which the Affordable Rental Housing Component and the
Market Rental Housing Component of the Property are located. The obligations of this
Section 5.1 shall survive the Closing.

5.2  Relationship of This Agreement, Leases, and Regulatory Agreements. In
the event of any conflict or inconsistency with the terms and conditions of this Agreement, the
Leases, and/or the Regulatory Agreements, the following documents shall be controlling in the
following descending order of precedence: (a) the Lease applicable to the subject Project Use
Component, (b) the Regulatory Agreements, if any, applicable to the subject Project Use
Component, and (c) this Agreement.

5.3 Extension of Closing Deadline. The City shall have the option of extending the
Closing Deadline for entering into the Leases under any one or more of the following
circumsiances:

(a) Additional time Is necessary to obtain HUD approval for the prepayment
of the existing HUD Mortgage on Kulana Nani, as provided in Segtion 5.4; or

(b) Additional time is necessary to obtain HUD approval for the prepayment
of the existing HUD Mortgage on Westlake Apartments, as provided in Section 5.4: or

{c) Additional time is necessary {o redeem the CDBG investments in the
Projects assisted with CDBG funds, as provided in Section 5.5 below; or

{d) [Reserved.]

(e) Additicnal time is necassary for Buyer to obtain the Bond Financing or to
obtain an allocation of and/or syndicate or sell the Federal LIHTC and State LIHTC that Buyer
shall require as part of its financing in connection with the acquisition of the Leases for certain
Project Use Components of the Property.

The City may exercise such option muitiple times with respect to the Leases provided that such
extensions shall not result in an Extended Closing Deadline later than March 31, 2014, and
provided further that any extension of the Closing Date shall require Buyer’s written consent in
the event that any such extension wouid resuit in (i} any increase in the applicable interest rates
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at which Buyer is able to borrow funds in connection with Buyer’s Bond Financing or commercial
bank financing for Buyer’s acquisition of the Leases for the Praperty, or (i) any material changs
in the market price at which Buyer is able to sell or syndicate the Federal LIHTC and the State
LIHTC allocated in connection with Buyer’s acquisition of the Leases. :

54  Pay-Off of HUD Mortgages. The Kulana Nani Project is encumbered with a
morigage under the United States Department of Housing and Urban Development ("HUD")
Section 236 program for limited distribution martgagors and the Westiake Apartments Project is
encumbered with a mortgage under the HUD Section 221(d)(4) pragram for profit motivated
mortgagors (both mortgages are callectively referred to as the “Mortgages”). The loan secured
by the HUD Section 236 mortgage on the Kulana Nani Project is due and payable in April, 2013,
The City has started the prepayment process for the Kulana Nani Mortgage by providing the
150-day notice to the Kulana Nani tenants. The loan secured by the HUD Section 221(d)(4)
mortgage on the Westlake Apartmenis Project is due and payabie in June, 2013. The City has
started the prepayment process for the Westlake Apartments Mortgage by providing lender with
the 30-day natice. The City and the Buyer shall make arrangements for payment or prepayment
by the City of the Mortgages and release of the Mortgages and other related sncumbrances
from the holders thereof (“HUD Lender(s)") prior to or at Closing so that the Property will be
free and clear and not encumbered by the Mortgages. Buyer agrees to contact and request
releases of the Morigages from the HUD Lender(s) and to deposit the fully executed and
recordable releases of morigages that are received with Escrow Agent for purposes of Closing.
The City shall provide Buysr all information necessary fo contact the HUD Lender(s) (bath
current holders of the mortgage and any loan servicers). The City shall also send any required
notices to assist Buyer in obtaining payment or prepayment information for release of the
Mortgages prior to or at Closing. Buyer shall provide the City with weekly status reports on its
efforts to obtain the Mortgage releases. If tha Closing is scheduled to occour on a Closing Date
that requires prepayment of either of the Mortgages and the City and Buyer are unable to obtain
any HUD Lender(s) consent to any such prepayment, the Closing shall be extended to permit
payment of the Mortgages in conformity with the terms thereof as of the dates specified above.

{a) Kulafva Nani Project. In preparation for Closing, the City and Buyer shall
use fheir best efforts to obtain HUD approval for prepayment of the Section 236 Morigage
‘encumbering the Kulana Nani Project and approval, if applicable, for any IRP (interest reduction
payment) decoupling request that Buyer elects to make on the Kulana Nani Project. The City
and Buyer shall undertake such prepayment and decoupling efforts in accordance with
applicable requirements of HUD and in a manner that will cause HUD fo issue Section 8
Enhanced Vouchers (“EVs”} to the eligible residents of the Kulana Nani Project. Further, the
City and Buyer shall work together and use their best efforts to assure that any EVs are
exchanged by the eligible residents for Section 8 Project-Based Vouchers (“PBVs") in
connection with the payment and release of the HUD Section 236 Morigage on the Kulana Nani
Project, but the City shall not be obligated to provide such PBVs out of the PBVs available to the
City and under the City's conirol,

(b) Westlake_Apartments Project. In preparation for Closing, the City and
Buyer shall use their best efforts to abtain HUD approval of the request for prepayment of the
Section 221(d)(4) Mortgage encumbering the Westlake Apartments Project and Buyer shall rely
solely on its Title Policy providing that the moertgages for the New Financing (as defined below in
Section 5.14) have first priority even though the Title Company may file a release of morigage
for the prior first morigage after the prepayment proceeds are received and said release of
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mortgage is filed after Closing. [n connection with the prepayment of the Section 221(d)(4)
Mortgage encumbering the Westlake Apartments Project, the City shall cooperate with Buyer in
attempting to extend or procure from HUD or the State of Hawaii a housing assistance
payments contract ("HAP Contract”) io provide tenant-based or project-based rental assistance
for all of the apartments units in the Westlake Apartments Project under HUD’s Section 8
program.

{c) Reserve Accounts. Buyer shall not receive any reserve account
balances, including the Reserve for Replacement funds, and amounis, or Residual Receipts
accounts, or any other cash account or escrow account held prior to Closing by the HUD
Lenders or HUD Lender's designees and/or agents with respect to any of the Projects
{collectively, the “Reserve Accounts”). The Reserve Accounts shall be the City's sole and
separate property and the Reserve Accounts shall be released to the City prior to or at Closing.
If, at any time after Closing, Buyer receives a cash distribution of the funds in any such Reserve
Accounts, Buyer shall forthwith turn over such funds from such Reserve Accounts to the City.
The-obligations of this Section §.4(c) shall survive the Closing.

55 Buy Out of CDBG Investments. The Chinatown Gateway Plaza, Chinatown
Manor, Harbor Village, Kanoa Apartments, Kulana Nani Apartments, Marin Tower, Pauahi Halg,
Westlake Apartments and Winston Hale Projects were developed in whole or in part with CDBG
funding. The City shall "buy out” the CDBG investments in these Projects, resulting in the
leasing of the Projects free from CDBG restrictions, provided that such “buy out” price does not
exceed Fifty Million And No/100 Dollars ($50,000,000.00) (the “Buy Out Gap”). Buyer shall
work cooperatively with the City to obtain HUD approval of CDBG “buy outs” on terms that are
acceptable to the City. Buyer shall not be required to execute any subrecipient or other
agreemenis with the City or HUD regarding any CDBG grant restrictions on or compliance with
CDBG regulations regarding the Projects. “Buy outs” of CDBG investments in the Projects shall
be subject to notice given fo affected citizens and an opportunity afforded to such citizens to
somment on the proposed transactions pursuant to the Citizen Participation requirements set
forth in the City's Consolidated Plan. If the “buy aut” price required from HUD exceeds the Buy
Out Cap, the City shall have the right to cancel and terminate this Agreement upon written
hatice ta Buyer. If the Cify decides fo cancel and {erminate this Agreement pursuant to this
Section 5.5, the City shall reimburse Buyer for Buyer's reasonable out-of-pocket expenses in
connection with the negotiation of this Agreement, Buyer's Due Diligence Investigation and
Buyer’s preparation for Closing, in an amount not to exceed Five Hundred Thousand And
No/100 Dollars ($500,000.00) based on an itemized account of such third-party fees that Buyer
shall provide to the City, and such reimbursement payment shall be Buyer's exclusive remedy
for the City’s termination of this Agreement pursuant o this Section 5.5.

5.6 HOME Requirements and Affordability Expiration Dates. Bachelors

Quarters, Kanoa Apartments, and Kulana Nani Apartments (Buildings D, F and H) were
developed in whole or in part with HOME funding, and West Loch Village was used by the City
as a HOME match project. Each of these Projects will continue to remain subject to HOME
program requirements as evidenced by a HOME Use Restriction Agreement in the form
attached as Exhibit E to this Agreement, which shall be executed by the Buyer at Closing with
respect o and recorded as an encumbrance against each HOME-funded Project. The dates for
the expiration of the HOME program requirements and the Restrictive Covenant for each
applicable Project are as follows:
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Bachelors Quarters August 30, 2014

Kanoa Apartments March 2, 2013
Kulana Nani Apartments July 10, 2021
West Loch Village June 17, 2013

Buyer shall be responsible for complying with all applicable statutory and regulatory HOME
Program requirements. The costs of compliance with any such HOME requirements shall be
borne solely by Buyer.

5.7 Requlatory Agreements, Etc.

(a) Affordable Rental Housing Component; Redevelopment Component. In
addition to the Leases for the Affordable Rental Housing Components and the Redevelopment
Component of the Projects, each lessee under the Leases for such Project Use Components
shall comply with the Regulatory Agreement and Declaration of Restrictive Covenants (the
‘Regulatary Agreement”) applicable thereto, a copy of which shall be attached to each Lease
for the Affordable Rental Housing Component and the Redevelopment Component of the
Projects. The Regulatory Agreement for each such Project will include, without limitation, terms
relating fo the renting of the units in the Project, such as rental rates and increases thereto,
tenant eligibility, record keeping, reporting, operations and management.

{s); Market Rental Housing Component. The Market Rental Housing
Component of the Projects shall not be subject to a regulatory or other similar agreement, but
the Leases for the Market Rental Housing Components shall contain provisions restricting the
use of such Market Rental Housing Components to residential rental housing and limiting
increases in rents to ten percent (10%) per year during first five (5) vears of the terms of the
Leases for the Market Rental Housing Companents of the Projects, but imposing no restrictions
on increases in rents thereafter.

(c) Commercial Rental Components. The Leases for the Commercial Rental
Components shall not be subject to any regulatory or other similar agreement restricting the
operation thereof or the rental rates or increases in rental rates pertaining to such Project Use
Components.

(d) Public Parking Component. Buyer acknowledges that the rental rates
applicable to the parking stalls in the Public Parking Component shall be regulated by the City
pursuant to ordinance (currenily, Ordinance 12-13, amending Section 15-23.2 of the Revised
Ordinances of Honolulu).

(e) Resident Parking Component. The City may require that the Resident
Parking Components of the Projects shall be subject to a regulatory or other similar agreement
pursuant to which increases in the renial rates for the parking stalls in the Resident Parking
Component shall be limited fo ten percent (10%) per year during the first 10 years of the terms
of the Leases for the Resident Parking Components of the Projects, but imposing no restrictions
on increases in parking rental rates thereafter. In any event, the Leases for the Resident
Parking Companents shall contain provisions restricting the use of such Resident Parking
Components to parking and limiting increases in the rental rates for the parking stalls in the
Resident Parking Component to ten percent (10%) per year during the first 10 years of the
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terms of the Leases for the Resident Parking Components of the Projects, but imposing no
restrictions on increases in parking rental rates thereafter.

5.8 [Reserved.]

5.9 Real Property Tax Exembtions: General Excise Tax Exemptions.

(a) Real Property Tax Exemptions. The City is entering into Regulatory
Agreaments with Buyer for the Affordable Rental Housing Companent and the Redevelopment
Compaonent, and based on the recordation of such Regulatory Agreements, Buyer may file an
application or claim for exemption from the assessment and payment of real property taxes,
including any claim for exemption subject to and pursuant to Section 8-10.20 and
Section 8-10.21, Revised Ordinances of Henolulu, refating to low-income rental hausing, and
the City agrees to process such application in the ordinary course based upon and subjéct to
the requirements of Section 8-10.20 and Section 8-10.21. Buyer understands that Buyer must
file for such exemptions annually and that the City shall not be responsible or liable for Buyer's
failure to timely file for such exemptions an an annual basis.

(b) General Excise Tax Exemption. Pursuant to Hawai'i Revised Statutes
Section 46-15.1, Section 201H-36, and Section 237-29, the City may certify for exemption from
general excise taxes any projects which meet the requirements of said statutes. The City will
work with Buyer to issue such certifications provided that the requirements under said statutes
and applicable laws are met. Buyer understands thai Buyer is responsible for preparing and
filing any exemption request and that the City shall not be responsible or liable for Buyer's
failure to file for such exemptions. Buyer further understands that such exemptions are subject
to all laws and rules applicable thereto and are subject to extinguishment if the Legisiature of
the State of Hawal'i amends the Hawal'i Revised Statutes to revoka such exemption.

(c) Other Exemptions. Nothing in this Agreement is intended to preclude
Buyer from filing a claim or claims in accordance with applicable law far an exemption from real
property tax and/or Hawai'i State General Excise Tax with respect to any of the other Project
Use Components.

9.10  Applicant Waitlists. At or in connection with the Closing, the City or its property
manager will provide applicant waiting lists for each Project. Buyer and its nominaes shall
preserve all wait list applicant’s positions and shail process unit cccupancies based on the
applicable wait lists, subject in all instances to any income limitation qualifications and other
restrictions, provisions, and terms contained in any decument or instrument relating to the New
Financing (as defined in Section 5.14) and applicable law. The obligations of this Section 5.10
shall survive the Closing.

5.11 Chinatown Manor Survey. The State has granted to the City a right-of-way for
Chinatown Manor to use the alleyway shown on that certain ALTA/ACSM Land Title Survey
“Chinatown Manor” dated May 21, 2012, prepared by R. M. Towill Corporation, for access
purposes {o and from King Sireet. Under the terms of the right-of-way granted by the State, it
was anticipated that the City would ultimately obtain from the State a formal easement or deed
to the alleyway. The City is pursuing an agreement with the State to acquire such easement or
deed for the alleyway. The City hereby reserves the right and authority to' continue to pursue
such easement or deed both before and after Closing, provided that the City shall be
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responsibie and liable for all costs and fees in connection therewith, including, but not limited to,
the payment of consideration for such acquisition, the City's attorneys’ fees and costs, and
recordation fees related thereto. If the City obtains the fee interest or an easement in the
alleyway prior to Closing, such alleyway property shall be included as part of the Premises
leased under the Leases applicable to the Chinatown Manor Project and all obligations of
lessee under said Lease shall aiso apply to the alleyway. If the City does not obtain the fee
interest or an easement in the alleyway prior to Closing, the City shall assign and transfer, as
part of the Leases relating to the Chinatown Manor Project, all rights and interests of the City
under the right-of-way agreement with the State for the term of the Leases and Buyer shall fully
cooperate with the City thereatter in obtaining such easement or deed for the alleyway. In the
event that the City acquires the fee interest or an easement in the alleyway after Closing, the
City and Buyer agree (and Buyer shall cause any designee of Buyer as the lessees of the
Chinatown Manor Praject to agree) to amend said Leases of the Chinatown Manor Project to
include such interest in the alleyway. The provisions of this Section 5.11 shall survive the
Closing.

512 Marin_Tower Easement. The City has agreed to grant to Pacific Gateway
Center, a Hawai'i nonprofit corporation, an access easement over the Marin Tower Project for
fire escape purposes. Pacific Gateway Center owns that certain adjacent property located at
83 North King Street, Honolulu, Hawat'i, and identified as TMK (1) 1-7-002-008. As part of the
Due Diligence Dacuments that the City shall provide to Buyer pursuant to Sectign 3.2, the City
shali provide to Buver copies of all correspondence, plans, surveys, spaecifications, and other
dacuments, if any, in the City’s possession, relating to such contemplated access easement in
favor of Pacific Gateway Center, and the same shall be subject to review and approva! by Buyer
as part of Buyer's Due Diligence Investigation. The grant of easement document contemplated
herein shall be subject to Buyer's consent, which consent shali not be unreasonably withheld,
delayed or conditioned. If Closing occurs prior to the City’s grant of easement over the Marin
‘Tower Project to Pacific Gateway Center, the City reservas the right and power to grant said
easement pursuant to Section 1.4, in substantial conformity with the information concerning
such easement provided to Buyer as part of the Due Diligence Documents, and subject to the
terms thereof, and in such event, the City and Buyer agree (and. Buyer shall cause any
designee of Buyer as the lessees of the Marin Tower Project to agree) to amend said Leases of
the Marin Tower Project to include and be subject to such easement. The provisions of this
Section 5.12 shall survive the Closing.

5.13 West Loch. Currently, West Loch Village is not assessed for the cost of the non-
potable irrigation water used to irrigate the landscaping at the West Lach Village Project. The
Board of Water Supply delivers the non-potable water ta the City's West Lach Golf Course and
the cost of the non-potable water is paid for by the City department oversesing the City’s golf
courses. Various users, including the West Loch Golf Course and West Loch Viflage, use the
non-potable water. The City is working on allocating the costs of such non-potahle water and
the costs for the installation, maintenance and repair of infrastructure and waterfines to all users
in & fair and reasonable and proportionate manner. As part of the Due Diligence Documents
that the City shall provide o Buyer pursuant to Section 3.2, the City shall provide to Buyer, if
available, an estimate of all costs for such non-potable water that may be chargeable to Buyer
after Closing reiating to the West Loch Village Project and any costs for instaliation,
maintenance and repair of infrastructure and waterlines that may be allocable to Buyer. In the
event that Buyer approves the Property pursuant to Section 3.7 as a result of Buyer's Due
Diligence Investigation, Buyer (or its designee) shall be responsible for the West Loch Village
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Project’s praportionate and allocated share of such costs based on a reasonable determination
by the City, as the same may be reasonably adjusted from time to time. The provisions of this
Section_5.13 shall survive the Closing.

5.14 Financing (Bond Financing and Tax Credits). Buyer's agreement to pay the
Purchase Price and enter into the Leases is based, contingent, and conditioned upon closing of
the following three (3) different saurces of financing that Buyer intends to procure for the
different Project Use Components (coilectively, the “New Financing®). -

(a) Band Financing; City's Adgreement Respecting Transfer of “Bond Volume
Cap”. The New Financing shall include, in addition to possible sources of financing from banks
and cther financial institutions relating to the Market Rental Housing Cemponent and the
Commercial Rental Component, not less than $95,000,000 in the form of one or more loans, fo
be made on terms and conditions that shalt be subject to Buyer's approval, funded through the
sale of tax-exempt bonds that Buyer intends to request be allocated and issued by the HHFDC
under its Hula Mae Multi-Family Revenue Bond Program in connection with Buyer’s acquisition
of the Leases for the Affordable Rental Housing Component of the Projects and the
rehabilitation thereof as contemplated by Section 5.1 of this Agreement (“Bond Financing”). If
permitted by applicable law, and if Buyer elects, it is Buyer's intention that the Bond Financing
may also provide financing for Buyer's acquisition of the Leases for the Public Parking
Components and the Resident Parking Components of the Projects. To facilitate such Bond
Financing, the City agrees that the City shall take all appropriate action to retum or transfer to
the State and the HHFDC not less than $95,000,000 in current year (2012) bond authority
{sometimes referred to as "bond volume cap”) for purposes of the allocation thereof to Buyer in
connection with Buyer's financing and acquisition of the Leases for the Affordable Rental
Housing Component of the Projects and any other applicable Project Use Components and the
rehabilitation thereof. For certain federal tax reascns, Buyer may, in Buyer's-discretion, elect to
segregate and denominate a certain amount of the Bond Financing to consist of taxable, as
opposed to tax-exempt, bonds.

(by  Tax Credit Equity. In addition fo the Bond Financing, Buyer intends to
request that the HHFDC reserve and allocate to Buyer in connection with Buyer's acquisition of
the Leases for the Affordable Rental Housing Components of the Projects (and the rehabilitation
thereof) Federal LIHTC in an amount not less than $5,891,142 annually for the 10-year credit
period contemplated by Section 42 of the Code, and not less than $2,945 571 in State LIHTC
under the cognate pravisions of Hawaii State law. Buyer intends to raise substantial equity for
the acquisition of the Leases for the Affordable Rental Housing Components of the Projects
through the sale or syndication of the Federal LIHTC and the State LIHTC, provided that the
Federal LIHTC and State LIHTC may be sold or syndicated on terms and conditions acceptable
to Buyer. [tis Buyer’s intention that the sale or syndication of the Federal LIHTC and the State
LIHTC may aiso, if Buyer elects and to the exitent permitted by applicable law, provide equity
financing for Buyer's acquisition of the Leases for the Public Parking Components and Resident
Parking Components of the Projects.

(¢)  [INTENTIONALLY OMITTED]

(d) Commercial Bank Financing For Market Rental Housing Component and
Commercial Rental Component; Etc. Buyer intends to finance acguisition of the Leases for the
Market Rental Component and the Commercial Rental Component by means of commercial
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loans from banks and other financial institutions. In the event that Buyer does not elect to
finance the acquisition of the Leases for the Public-Parking Component and/or the Residential
Parking Component {or any part thereof) as part of and together with the Bond Firancing and/or
equity financing from the sale or syndication of the Federal LIHTC and the State LIHTC, or if
such financing relating to the Public Parking Component or the Residential Parking Component
(or any part thereof) is not permitted by applicable law as part of the Bond Financing andfor the
Federal LIHTC or State LIMTC equity financing, Buyer intends to finance the acquisition of the
Leases for these Project Use Components (or the appiicable part thereof) by means of
commercial loans or other financing facilities.

(e) References to “Buyer's Lenders’. For purposes of this Agreement,
references to “Buyer's Lenders” shall be understood to mean any and all governmental
agencies, including the HHFDC, banks, financial institutions, HUD, and the Federal Housing
Administration (“FHA"} and other persons authorizing, issuing, or providing any part of Buyer's
New Financing relating to the acquisition of the Leases, including without iimitation any psrsons
or entities involved in the sale or syndication or the purchase of the Federal LIHTC and State
LIHTC that the HHFDC reserves and allocates to Buyer in connection with Buyer's acquisition of
the Leases for the Affordable Rental Housing Component {and the Public Parking Component
and the Resident Parking Component if financed tegether with the Affordable Rental Housing
Component).

(f) Fipancing Contingencies: Financing _ Contingency Date. .Buyer's
obligations under this Agreement shall he contingent upon Buyer obtaining written
documentation in form and substance of commitments satisfactory to Buyer for all components
of the New Financing (hereafter cailed, collectively, the “Financing Contingencies”), by
April 1, 2013 (the “Financing Contingency Date"). Buyer agrees to use commercially
reasonable sfforts fo obtain the New Financing by the Financing Contingency Date. [n the
event the Financing Contingencies are nof satisfied by the Financing Contingency Date, Buyer
shall be entitled to extend the Financing Conlingency Date until June 28, 2013 (“Extended
Financing Contingency Date”). If the Financing Contingencies are not satisfied by the
Extended Financing Contingency Date, Buyer may request the City’s consent to a {further
extensicn for Buyer to satisfy the Financing Contingencies; provided, however, the City shali
have no obligation to approve such extension. In the event the City does approve such
extension, which approval must be in writing, the City and Buyer shall execute an amendment
evidencing such further extension of the Financing Contingency Date and the projected
extension period. If the City does not approve such further extension and the Financing
Contingencies have not been satisfied by the Extended Financing Contingency Date, then this
Agreement shall terminate and be of no further force or effect, and Escrow Agent shall forthwith
return the Deposit plus all sarned interest, if any, to Buyer less escrow fees, Iif any, chargeable
to Buyer. The New Financing and the Financing Contingencies shall consist of the three {3)
sources of financing listed in Subsections 5.14(a), (b), and (d), and aithough Buyer may apply
for and/or use the HHFDC's Rental Assistance Revalving Fund Program, the HHFDC’s Rentai
Housing Trust Fund Program, and equity contributions from the owners, partners, and/or
members of Buyer, such other sources of funding are not *New Financing” as defined in this
Agreement and are not included as Financing Contingencies.

515 Tenant Services. As set forih in Buyer's Best and Final Offer, Buyer has
represented that it will target appropriate services that will support the residential communities
at the Projects. In furtherance thereof, Buyer agress that at the commencement of each Lease
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for the Affordable Rental Housing Component at the Projects, Buyer shall conduct an evaluation
of appropriate services to he offered to support the residential community at each Project.
Residential tenant services to be evaluated include, but are not limited to, those services listed
in Schedule 2 of the Regulatory Agreements. The evaluation shall solicit feedback from onsite
management and residents. Buyer shall provide or facilitate provision of tenant services
appropriate to the needs of the Project's resident profite. Any fees for such services shall be
reasonable. Buyer shall provide annual reports to the City on the services providsd at each
Project and the charges, if any, for such services, as set forth in the Regulatory Agreements
applicable o the Affordable Rental Housing Components of the Projects. From and after the
Closing, Buyer shall have extensive oversight and supervision of the Projects and shall remain
actively involved with the residents of the Affordable Rental Housing Components of the
Projects, including establishing an active schedule of site visits and inspections as well as
remaining accessible and responsive to residents’ concerns and questions. The provisions of
this Section 5.15 shall survive the Closing.

5.16 Blind or Visually Handicapped Persons. If there is any judicial determination,
a binding arbitration determination, or a determination made as part of a judicially-approved

settlement that any of the Projects are subject to Hawai'i Revised Siatufes §102-14, and Buyer
is required as a result thereof to grant any cancessions or rights o operate vending machings in
any part of the Projects, the City shall indemnify and hold harmless Buyer from and against
(i) the loss of any and all revenues (including revenues over the remaining terms of the Leases)
that would have atherwise been realized by Buyer, and (i) any lability, cost, damags, and
expense (including, without limitation, attomeys’ fees and costs) that Buyer incurs in connection
with any claims made against Buyer or any proceedings under Hawai'i Revised Statutes
§102-14 to which Buyer is made a party. The provisions of this Section 5.16 shall survive the
Closing.

517 City's Agreement Respecting “Candominiumization” of Certain Projects.

(a) Certain Proiects fo Be Submiited to Condominium Property Regime. As
set forth in this Agreement, Buyer intends to finance its acquisition of the Leases by abtaining
different types and sources of financing (e.g., the Bond Financing described in this Agreement,
equity from the sale or syndication of Federal LIHTC and State LIHTC, commercial loans from
banks and other financial institutions, loans from the HHFDC, and grants) for each of the
respective Project Use Components (although Buyer may finance its acquisition of the Leases
for the Public Parking Component and the Resident Parking Component as part of Buyer's
financing for Buyer’s acquisition of the Leases for the Affordable Rental Housing Component).
Buyer has advised the City in this regard that it is necessary for purposes of Buyer's
contemplated financing that certain of the Projects (namely, Chinatown Gateway Plaza,
Chinatown Manor, Harbor Village, Marin Tower, and Winston Hale), which contain more than
one and differant Project Use Components, must each be submitted to a condominium property
regime in conformity with Chapter 514B of the Hawai'i Revised Statutes, so that each of the
different Project Use Components thereof will constitute a “separate parcel of real estate” under
Section 514B-4(a) of the Hawal'i Revised Statutes and may be both separately leased to one of
the subsidiary entities that Buyer intends to form to acquire the Leases for the different Project
Use Components of Projects and separately financed. Upon completion of Buyer's Due
Piligence Investigation and approval of the Properly in conformity with Section 3.7, the City
agrees to join Buyer in filing a declaration of condominium property regime and such other
documents as are necessary and appropriate, subject fo the City's reasonable review and
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approval of such documents {taking into account the importance of such condominiumization of
the subject Projects to the various components of Buyers New Financing), to submit each such
Project to a condominium property regime in conformity with Chapter 514B of the Hawai’i
Revised Statutes so that the Affordable Rentai Housing Component, the Market Rental Housing
Component, the Commercial Rental Compcnent, the Public Parking Compenent, the Resident
Parking Component, and the Redevelopment Component thereof, as the case may be in the
case of each such Project, will constitute a separate parcel of real estate and can be separately
leased by the City to one or the other of Buyer's subsidiary entities and separately financed
accordingly. After the completion of Buyer's Due Diligence Investigation, Buyer shall submit for
the City's review and approval ali condominium documents and maps, proposed State Public
Repaorts and other required instruments in connection with the creation of the condominiums
and submission of each of the subject Projects to a-condominium property regime.

{b) Buyer's Responsibilities Reqarding Preparation of Declaration and Qther
Condominium Documents: Costs of Condominium Filings. Buyer shall be solely responsible for
all legal fees and other costs and expenses in connection with preparation of all declarations,
maps, and reports required to submit of each the Chinatown Gateway Plaza, Chinatown Manor,
Harbor Village, Marin Tower, and Winston Hale Projects to separate condominium property
regimes under Chapter 514B and Buyer shall pay for all of the City's legal and third-party fees in
connection with the City’s review, approval and execution of all of the documents in connection
with the submittal of the applicable Projects to condominium property regimes, in an amount not
to exceed Twenty-Five Thousand And No/130 Dollars ($25,000.00), based on an itemized
account of such third-party fees that the City shall provide to Buyer. in connection with the
creation of each such condominium property regime, Buyer shall act as and be deemed fo be
the “developer” for purposes of Chapter 514B. Subject to the City’s reasonable consent and
approval, Buyer shail determine the number, location, and configuration of the condominium
units in each Project, the common elements and limited comman elements of the condominium
regimes, the interest in common elements and the limited common elements appurtenant to
each unit, and all other matters relating to the creati i i '

In connection with the condominiumization of the Chinatown Gateway Plaza, Harbor Viliage,
and Marin Tower Projects, and because of the income’ limitation qualifications that will apply to
residents of apartment units in the Affordable Rental Housing Component in those Projects as a
result of Buyer's New Financing and the Regulatory Agreement between the City and Buyer
relating to apartment units in the Affordable Rental Housing Component, the City acknowledges
that Buyer will need the ability, and therefore, to the full extent permitted by the law and by the
terms of a resident's rental agreement, shall have the right after Closing to relocate current
residents in those Projects in accordance with such residents’ household income and the
applicable income iimitation qualifications for apartment units in the Affordable Rental Housing
Component. More specifically, Buyer shall have the right after Closing: (i) to relocate current
residents who occupy apartment units that are included in the Affordable Rental Housing
Component, but whose household income _eéxceeds the applicable income limitation
qualifications for apariment units in the Affordable Rental Housing Component, to comparable
apartment units in the Market Rental Housing Component: and (ii) conversely, to relocate
current residents of apartment units in the Market Rental Housing Component whose household
income does not exceed the applicable income qualification limitations to comparable apartment
units in the Affordable Rental Housing Components. Buyer shall defend, indemnify and hold the
City Parties harmless from any and all demands, losses, claims, damages, liabilities, charges,
administrative and judicial Proceedings and orders, judgments and all costs and expenses



Charles P Wathen
Rectangle

Charles P Wathen
Rectangle


incurred in connection with Buyer's relocation of tenants pursuant {o this Section 5.17(b).

(c) City's Cooperation. In addition to joining Buyer in executing and filing a
declaration to submit each of the Chinatown Gateway Plaza, Chinatown Manor, Harbor Village,
Marin Tower, and Winston Hale Projects to a condominium property regime, the City agrees to
make available to Buyer all building plans, diagrams, piat maps, and other documents and
infarmation, if any, in the City's possession that would assist Buyer in preparation and filing of
the declaration of condominium property regime, condominium map, public report, and the other
appropriate appiications, declarations, reports, and documents applicable to the creation of a
condominium property regime for each such Project. The City further agrees fo- review and
execute the declaration of condominium property regime for each Praject and all such other
submissions that require the City's joinder in a timely manner in order that each such

Geciaration may be filed and a public report may be issued by the Real Estate Commission of
the State of Hawai'i for each such Project prior to and as a condition of the Closing of the
transactions described in this Agreement.

(d)  Possible Further Condominiumization of Resident Parking Companent.
In connection with Buyer's financing for acquisition of the Leases for the Resident Parking
Component, it may be necessary or advantageous for Buyer to create two separate
condominium units with regard ta the Resident Parking Component: namely, a separate
condominium unit consisting of the parking spaces in the Resident Parking Component in each
of the Chinatown Gateway Plaza, Harbor Village, Marin Tower Projects set aside for apartment
units in the Affordable Rental Housing Component {the “Affordable Rental Parking
Component”), and a separate condominium unit consisting of the parking spaces in the
Resident Parking Component in each of the Chinatown Gateway Plaza, Harbor Village, Marin
Tower Projects set aside for apartment units in the Market Rental Housing Component (the
“Market Rental Parking Component”), in each case as determined by Buyer. In the event that
Buyer elects to create separate condominium units for the Affordable Rental Parking
Component and the Market Rental Parking Component at the applicable Projects, the City and
Buyer shall have the same respective rights, obligations, and respansibilities in this regard as
set forth Sections 5.17(b} and Section 5.17(c) relating to the condominiumization of the other
Project Use Components. _

{e) Manoa Gardens. The Lease for the Manoa Gardens Project will cover
and lease to Buyer the entire Manoa Gardens Project, but shall be subject to that certain Lease,
dated December 14, 1992, recorded in the Bureau of Conveyances of the State of Hawai'j as
Document No. 92-206026, between the City and Pacific Housing Assistance Corporation
(‘PHAC?), a Hawaii corporation, pursuant to which the City has previously entered into a long-
term lease of the 39 units in the Manoa Gardens Project in favor of PHAC, with the result that
Buyer shall acquire the leasehold interest in the remaining 41 of the 80 units in the Manoa
Gardens Project free and clear of any prior lease, except for residential tenant leases. In the
event that Buyer reguests as a result of Buyer's Due Diligence Investigation, the City agrees,
subject to approval and consent from PHAC, that the City shall also join in submitting the Manoa
Gardens Project to a condominium property regime in conformity with Chapter 514B of the
Hawai'i Revised Statutes so that the 41 units of the Manoa Gardens Project that shall be leased
by the City to Buyer will constitute a separate parce! of real estate and can be separately leased
by the City and financed as part of Buyer's financing for the Affordable Rental Housing
Components of the Projects. In the event that Buyer elects to have the City submit the Manoa
Gardens Project to a condominium property regime, the City and Buyer shall have, in
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connection with the condominiumization of the Manoa Gardens Project, the same respective
rights, obligations, and responsibilities as set forth in Section 5.17(h) and Section 5.17(c)
relating to the candominiumization of the other Projects named therein..

(f) Possible Adjustments to Affordable Rental Housing Component and
Market Rental Housing Component. Based on certain preliminary information provided by the
City in connection with the RFP, Buyer based Buyer's Initial Proposal and Buyer's Best and
Final Offer on the assumption that there will be 971 apartment units in aggregate in the
Affordable Rental Housing Component and 186 apartment units in aggregate in the Market
Rental Housing Component. As part of the Buyer's Due Diligence Investigation, it is anticipated
that the City will provide to Buyer additional and more complete and reliable information
regarding the income qualifications of the current residents of the apartment units in the various
Projects. The City and Buyer acknowledge that such additiona information may indicate that, of
the total 871 apartment units that Buyer anticipated would comprise the apartment units in the
Affordable Rental Housing Component, certain- of those apartment units may be occupied by
families whose household income exceeds the income limitation qualifications that wauld permit
such apartments units fo be included in and financed as part of the Bond Financing and Federal
LIHTC and State LIHTC components of Buyer's New Financing. In such event, Buyer shall
have the right to reduce the number of apartment units in the Affordable Rental Housing
Component and to include the apartment units in question in the Market Rental Housing
Component; provided, however, that the number of apartment units inciuded in the Affordable
Rental Housing Compenant shall not be reduced to less than 939 ynits. '

(g)  Tennination of Cohdominium  Property Regime. If, by the Extended
Closing Deadline, the Projects that were submitted to a condominium property regime do not
close and leases are not issued to Buyer's separate subsidiary entities as contemplated in this
Agreement, upoh the request of the City, Buyer shall, at its sole cost and expense, terminate the
condominium property regime, file and record all necessary documents to effect such
termination and return fitle to the Property free and clear from any and all encumbrances
pertaining to the condominium property regime, and file all documents to terminale the
effectiveness of any public report filed with the Hawaii Real Cstate Commission. Buyer's
obligations under this Section 5.17(g) shall survive the cancellation or termination of this
Agreement, but Buyer shall have no obligation under this Section 5.17(q) or to terminate any
condominium property regime or file or record any documents hereunder unless the City
provides a request to do so within six (6) months after the earlier of the termination of this
Agreement or the Extended Closing Deadline.

5.18 City's Agreement Regarding Buyer’s Lenders. The City acknowledges that,
in connection with Buyer's New Financing, Buyer's Lenders may request or require that certain
specific lender protections be incorporated into the Leases and Regulatory Agreements. To the
extent such lender protections are generally applicable in financings provided by Buyers
Lenders that are similar in nature to the related comporent of Buyer's New Financing for
Buyer's acquisition of the Leases for the Project Use Gomponent in question, the City agress fo
review and reasonably approve any such requests or requirements of Buyer's Lenders and
timely amend the Leases and Regulatory Agreements as necessary and appropriate, provided,
however, that such requests and requirements do not materially and adversely affect the City's
rights or materially increase the City's obligations. '
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5.19 Manoa Gardens Access. Access {o Manoca Gardens is over and through
Manoa District Park from a public road. The City is working on obtaining documentation for a
right-of-access over Manoa District Park or may pursue a subdivision application creating an
extension of Kahalea Drive, a public road.

520 City Assistance Respecting Rental Subsidies for Kulana Nani, West Loch

Village, Pauahi_Hale, Kanca Apartments, and Bachelors Quarters Projects. In connection
with HUD’s HOME program, the City's own Affardable Housing Fund program, and certain other
City programs, certain apartment units in the Kulana Nani, West Loch Village, Pauahi Hale,
Kanoa Apartments, and Bachelors Quarters Projects are currently set aside, respectively, for
tenants whose household incomes do not exceed 5§0% of Area Median Income (as defined and
determined by HUD). Buyer intends to request that HUD, the State of Hawai'i, and/or the City
provide rental support by way of a HAP Coniract with Buyer (or Buyer's Affiliate) that shall
provide tenant-based or project-based rental assistance under HUD's Section 8 program for the
tenants of the apartment units at such Projects set aside for tenants whose househald incomes
do not exceed 50% of Area Median Income. The City agrees to cooperate with and support
Buyer’s request or application for such rental support from HUD and/or the State of Hawaii, and
the City agrees to reasonably review and fairly consider such application in connection with the
City's Section 8 pragram, but this Section 5.20 is not intended to impose on the City a
requirement or obligation to enter into a HAP Contract or to provide such tenant-based or
project-based rental assistance in connection with the apartment units at the subject Projects
set aside for tenants whose household incomes do not exceed 50% of Area Median Income.

5.21 Buyer Oversight. From and aiter the Closing, Buyer shall have oversight and
supervision of the Projects and shall remain actively involved with the residents of the Market
Rental Housing Components of the Projects, including establishing an active schedule of site
visits and inspections as well as remaining accessible and responsive io such residents’
concerns and questions. The provisions of this Section 5.21 shall survive the Closing.

SECTION G CONDITIONS PRECEDENT

6.1 Buyer’'s Conditions Precedent. Buyer's obligations under this Agreement are
expressly subject to the timely fulfillment of the canditions set forth in this Section 6.1. Except
as otherwise noted, each condition is solely for the benefit of Buyer and may be waived in whole
or in part by Buyer by written notice to the City.

{(a) Due Diligence Investigation. Buyer shall have approved the results of its
Due Diligence Investigation pursuant to Section 3.7.

(b)  Title Policies. The Title Company shail deliver to Buyer at Closing
leasehold title policies for each Lease of each Project Use Component leased by the City to
Buyer or the subsidiary entiies that Buyer intends to form to acquire such Leases (collectively,
the “Title Policies”). The Title Policies shall be in such form (standard leasehold or American
Land Title Assaciation ("ALTA”) extended coverage leasehold title palicy) and shall include such
coverage and endorsements as Buyer's Lenders shall reasonably require in connection with the
New Financing provided by Buyer's Lenders. The Title Policies shall be issued by the Title
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Company and underwritten by First American Title Insurance Campany, as of the date and time
of the recording of the Memorandum of Lease (as defined in Section 7.3(b) bslow) for each
Lease of each Project Use Component, subject only to the Permitted Exceptions.

(c) The City's Performance. The Cily shall have performed all of its
obligations that are to be performed by the City under this Agreement and in conneclion with
Closing. _ '

{d} No Litigation. Except for the matter described in Section 9.16 abave,
there shall exist no pending or threatened actions, suits, arbitrations, claims, attachments,
proceedings, assignments for the benefit of creditors, insolvency, bankruptey, reorganization or
other proceedings by or against Buyer or the City that would materially and adversely affect the
City’s or Buyer’s ability to perform its obligations under this Agreement; provided, however, that,
in the event of the pendency or threat of any such matter, the Buyer and the City shail each be
entitled to extend the Closing Date for the Closing, subject to Section 6.3, to resolve such
matter,

(®) City Council Appraval of Transfer of Bond Volume Cap to State. The
Honalulu City Council shall approve the return or transfer to the State and the HHEDGC of the
City's private activity bond ailocation for calendar year 2012 in an amount not lass than
Ninety-Five Million And- No/100 Dollars ($95,000,000.00) for purposes of the allocation thereof
1o Buyer in connection with Buyer's financing and acquisition of the Leases for the Affordable
Rental Housing Companent of the Projects and any other allowable Froject Use Components
and the rehabilitation thereof.

() New Financing. In conhection with Buyer's New Financing for acquisition
of the Leases: (i) the State of Hawai’j, through the HHFDC, shall have allocated and set aside
for purposes of Buyer's acquisition of the Leases for the Affordable Rental Housing Component
(and the Public Parking Component and the Resident Parking Companent) not less than
$95,000,000 in multi-family revenue bonds; (i) such tax-exempt bonds may be and are sold to
investors on terms and conditions that permit funding of loans for Buyers acquisition of the
Leases for the Affardable Rental Housing Component (and the Public Parking Campanent and
the Resident Parking Component) on terms and conditions acceplable to Buyer; (iii) the HHFDC
shall have reserved and allocated to Buyer, for purposes of Buyer's acquisition of the Leases for
the Affordable Rental Housing Component (and the Public Parking Component and the
Resident Parking Component), Federal LIHTC of not less than $5,891.142 annually for the
10-year credit period contemplated by Section 42 of the Code; (iv} the HHFDC shall reserve and
allocate to Buyer for purposes of Buyer acquisition of the Leases for the Affordable Rental
Housing Component (and the Public Parking Compcnent and the Resident Parking
Component), State LIHTC of not less than $2,945.571 annually for the 10-year credit period:
(V) such Federal LIHTC and State LIHTC can be sold or syndicated on terms and conditions
acceptable to Buyer; and (vi) Buyer receives commercial bank financing as set forth in
Section 5.14{d), for acquisition of the Leases for the various Project Use Components, including
specifically without Emitation the Market Rental Housing Component and the Commercial Rental
Component.

(g  HUD Mortgages and CDBG Buy-Out. The pay-off of the HUD Mortgages
and the City’s buy-out of the CDBG investments, as provided in Section 5.4 and Section 5.5,
resulting in the Property being free and clear from the HUD Mortgages and all CDBG
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restrictions.

(h) No_Change in Applicable Law Relating to New Financing. There shall be
no material and adverse change in any federal or State of Hawal'i laws, regulations, or
pragrams relating to the fax-exempt bond financing of the type involved in Buyer's anticipated
Bond Financing or the aliocation or treatment of Federal LIHTC or State LIHTC.

6.2 The City's Conditions Precedent. The City's obligations under this Agreement
are expressly subject to the timely fulfilment of the conditions set forth in this Section 8.2,
Except as otherwise noted, each condition is solely for the benefit of the City and may be
waived in whole or in part by the City by written notice to Buyer.

(a) Representations and Warranties. Buyer's represémations and warrantiss
contained hersin shall be true and correct as of the Closing Date.

{b) Buyver's Performance. Buyer shall have performed all of its obligations
that are to be performed by Buyer under this Agreement and in connection with Closing.

(c) No Litigation. There shall exist no pending or threatened actions, suits,
arbitrations, claims, attachments, proceedings, assignments for the benefit- of creditors,
insolvency, bankruptecy, reorganization or other proceedings by or against the City or Buyer that
would materially and adversely affect the City’s or Buyer's ability to perform its obligations under
this Agreement, and there shall exist no pending or threaiened actions, suits, arbitrations,
claims, attachments, ar proceedings against the City that would prohibit the City from

consummating this Agreement, including, but net limited to, bid protests and disputes of awards
under the RFP; provided, however, that, in the event of the pendency or threat of any such

matter, the City and Buyer shall each be entitled to extend the Closing Date, subject to
Section 6.3, to resolve such matter.

{d) City Council Approval. Approval from the Honolulu City Council of any
material or substantial amendments to this Agreement, or material or substantial changes to the
final form of the Leases.

(e) HUD Mortgages and CDBG Buy-Out. The pay-off of the HUD Mortgages
and HUD’s approval of and the City’s buy-out of the CDBG investments, as provided in
Section 5.5, resulting in the Property being free and clear from the HUD Mortgages and ali
CDBG restrictions.

6.3 Failure of Conditions. So long as a party is not in default hereunder, if any
condition specified in either Section 6.1 or Section 6.2 to such party’s obligation to proceed with
the Closing hereunder has not been satisfied as of the Closing Date, or any other applicable
date specified in this Agreement, such party may, in its sole discretion, but subject to the rights
of the other party under Section 8.1{d) and Section 6.2(c), either (a) terminate this Agreement
by delivering written notice to the other party, (b) extend the time avaliable for the satisfaction of
such condition by up to a total of ninety (80) days (but in no event later than the Extsnded
Closing Deadline as defined in Section7.1), or (c)elect to close, notwithstanding the
non-satisfaction of such condition, in which event such party shall be deemed to have waived
any such condition. In the event that either party elecis to proceed pursuant to clause
{b) above, and such conditien remains unsatisfied after the end of any such extension period,
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then, at such time, such party may elect to proceed pursuant to either clause (a) or (€) in this
Section 6.3.  In the event the failure of any condition precedent is also a breach of this
Agreement by either party, the parties agree that such breach shall be governed pursuant to the
terms of Section 8 below.

SECTIONT7 —CLOsSING |

71 Time. This transaction consists of the City and Buyer simultaneously entering
into Leases for each of the 12 Projects constituting the Property. Provided that all conditions sat
forth in Section 6 have been either satisfied or waived by the appropriate party, the parties shall
complete the execution and delivery of the Leases contemplated by this Agreement (the
“Closing”} on April 1, 2013, or such earlier or later date as determined by the City and Buyer
(the "Closing Date"), but in no event laier than June 28, 2013 (“Closing Deadline”), unless
extended pursuant fo Section 6.3; provided, however, that any extension of the Closing Date by
‘the City beyond the Ciosing Deadline shall require Buyer's written confirmation that such
extension of the Closing Date is acceptable to Buyer's Lenders and shall not impair ar adversely
affect any aspect of Buyer's New Financing or result in any increase in the applicable interest
rates at which Buyer is able to borraw funds in connection with the tax-exempt bond and other
financing for Buyer's acquisition of the Leases for the Praperty, or any material change in the
market price at which Buyer is able to sell or syndicate the Federal LIHTC and the State LIHTC
allocated in connection with Buyer's acquisition of the Leases. The Closing shalf in no event
occur and the Closing Deadline shall in no event be extended beyond March 31, 2014 (the
“Extended Closing Deadline*). The City shall have the option to extend the Closing Deadline
ons or more times in accordance with and subject to the terms of Section 5.3,

7.2 Escrow. The Closing shall occur through an escrow handled by Escrow Agerit.
The terms of this Agreement, together with such additional instructions as Escrow Agent shall
reasonably request and the parties shall agree to and such other instructions as the parties shall
provide Escrow Agent, shall constitute the escrow instructions to Escrow Agent. If there is any
inconsistency between this Agreement and any additional escrow instructions given to Escrow
Agent, this Agreement shall cantro! unless the intent tc amend this Agreement is cleatly and
expressly stated in said additional escrow instructions.

7.3 The City’s Deposit of Documents Into Escrow. The City shall deposit with
Escrow Agent no later than two (2) Business Days before the Closing Date the following
documents: '

(a) Four {4} duly executed counterparts of each Lease to which the Closing
appiies; '

{b) Four (4) duly executed counterparts of the Assignment of Leases and
Contracts, if any are to be assigned, with respect to each Project;

(c) Four (4) duly executed and acknowledged. counterparts of a
Memorandum of Lease in the form of Exhibit F for each Lease (the “Memorandum of Lease”)

{d) Four (4) duly executed counterparts of the Regulatory Agreement for
each Project involving an Affordabls Rental Housing Component (and/or, if applicable, any
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regutatory agreements applicable to the Market Rental Housing Component and the Resident
Parking Companent); ' '

- (2) Four (4) duly executed caunterparis of the HOME Use Resfriction
Agreement, with respect to each applicable HOME Project;

(f) Four (4) duly executed counterparts of the Bill of Sale, with respect to
each Project; ‘

{(9) All documents required in connection with the release of the HUD
Mortgages and the buy-out of the CDBG obligations relating to any of the Projects; and

{(h} Such additional documents as may be reasonably necessary to
consummate the leasing of the Property in accordance with this Agreement, inciuding written
escrow instructions consisient with this Agreement, and, to the extent applicable and acceptable
to the City and requiring execution by the City, any agreements, instruments, certificates, and
other documents refating to Buyer's New Financing for Buyer's acquisition of the Leases for the
Projects.

7.4  Buyer's Deposit of Documents and Funds. Buyer shall deposit with Escrow
Agent no later than two (2} Business Days before the Closing Date (except as noted below):

(a) The Purchase Price payments, which shall be wired or deposited with the
Escrow Agent, in immediately available funds, in connection with and in time for Closing in
conformity with the requirements and practices of Buyer's Lenders, Hawai'i escrow practices
and the requirements of Hawai'i law; :

(b) Four (4} duly executed counterparts of each Lease to which the Closing
applies;

(c) Four (4) duly executed counterparts of the Assignment of Leases and
Contracts, if applicable;

: (d) Four (4) duly executed and acknowledged counterparis of the
Memorandum of Lease for each Lease;

(&) Four (4} duly executed counterparts of the Regulatory Agreement for
each Project involving an Affordable Rental Housing Component (and/or, if applicable, and any
regulatory agreements applicable fo the Market Rental Housing Component and the Resident
Parking Component); '

{f) Four (4) duly executed caunterparts of the Bill of Sale, with respsct to
each Project;

(9) Tax clearance certificates from the State of Hawai'i Department of
Taxation and the Internal Revenue Service with respect to Buyer and each party nominated by
Buyer 1o be lessee under each Lease, issued within thirty (30) days prior to the appiicable
Closing Date;
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(h) Resolutions of Buyer and each party nominated by Buyer to be lessee
under each Lease, respectively, approving the terms and conditions of, and authorizing the
execution and entry into, this Agreement, the applicable lease, and all documents necessary fo
cansummate the transactions contemplated under this Agreement;

() Goad standing certificate(s) issued within thirty (30) days prior to the
applicable Clasing Date by the State of Hawai'; Department of Commerce and Consumer Affairs
evidencing Buyer and its nominees are in good standing under the laws of the State of Hawai'i;

(i Certificate(s) of Vendor Compitance:

k) Four (4) duly executed counterparts of the HOME Use Restriction
Agreement, with respect to each applicable HOME Project, evidencing the continuation of
HOME restrictions on such HOME Projects;

{) All documents required in connection with the release of the HUD
Mortgages and the buy-out of the CDBG-assisted Projects, if applicable; and '

(m)  Such additional documents, including written escrow  instructions
consistent with this Agreement, as may be reasonably necessary to consummate the leasing of
the Property in accordance with this Agresment,

{n) Ta the extent avaitable, all bond regulatory agreements, mortgages, and
other documents and instruments necessary to be recorded in order to complete Buyer's New
Financing, including the Band Financing and the sale or syndication of the Federal LIHTC ang
State LIHTC allocated to Buyer's acquisition of the Leases for the applicable Project Use
Components of the Projects.

7.5 Closing.: When the Title Company has received all documents and funds
identified in Section 7.3 and Section 7.4, has received written notification from Buyer and the
City that all conditions to the Closing have been satisfied or waived, and is irrevocably
committed to issue the Title Policies as described in Section 6.1(b); then, and only then, the
Title Company and Escrow Agent, as applicable, shall:

(a) Record Memoranda. Record each Memorandum of Lease;

{b) Release of Purchase Price. Release the Furchase Price, the Reserve
Accounts, if applicable, and ail applicable prorations to the City;

{c) Issue Title Policies. Issue the Title Policies far the Leases 1o Buyer;

(d) Deliveries to_Buver: Deliver to Buyer (i} & conformed copy (showing all
recording information thereon) of each of Memarandum of Lease; (if} fully executed originals of
the Leases; (iii) a fully executed original of the Regulatory Agreements and any other applicable
regulatory agreements; {iv) fully executed originals of the Assignments of Leases and Contracis
for each Praject; and (v) fully executed originals of the Bilis of Sale for each Project;

(e) Deliveries to the City: Deliver to City (i) a conformed capy (showing all
recarding infermation thereon) of each Memorandum of Lease, and (i) fully executed originals
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of the Leases; (iii)a fully execuled original of the Regutatory Agreements and any other
applicable regulatory agreements; and (iv) fuilly executed criginals of the Assignments of Leases
and Contracts for each Project; and {v) fully executed originals of the Bills of Sale for each
Project; and

() Record and Make Other Deliveries Relating 1o New Financing. Record
and/or deliver such other documents and instruments, including bond indentures, bond
purchase agreements, declarations, loan agreements, regulatory agreements, disclosure
agreements, promissory notes, mortgages, ceriificates, security agreements, financing
statements, indentures, legal cpinions, and other documents and instruments relating to Buyer's
New Financing in accordance with separate escrow instructions that shall be provided to
Escrow Agent by Buyer's Lenders and Buyer in connection with such New Financing.

The Title Company shall prepare and the parties shall sign closing statements showing all
receipts and disbursements and deliver copies to Buyer and the City and, if applicable, shal! file
with the [nternal Revenue Service (with copies to Buyer and the City) the reporting statement
required under Section 6045(e) of the Code.

7.6  Prorations and Closing Costs. Subject to the other provisions of this
Section 7.6, all receipts and disbursemenis of the applicable Project will be prorated as of
11:59 p.m. Hawal'i Standard Time an the day immediately preceding the Closing Date
(*Proration Date”). Not less than three (3) Business Days prior to the Closing Date, Escrow
Agent shall submit to Buyer and the City for their approval a tentative prorations schedule
showing the categeries and amounts of all prorations proposed. The parties shall agree on a
final prorations schedule prior to the Closing. If following the Closing either party discovers an
error in the prorations statement, it shall notify the other party and the parties shall prompty
make any adjustment required.

{a) The City's Costs. Real property taxes and assessments levied, assessed
or imposed, If applicable, and other faxes, levied, assessed ar imposed with respect to the
applicable Projeci(s), and/or any other costs associated with the applicable Project(s) for any
period after the Closing Date that have been paid by the City prior to Closing shall be
reimbursed by Buyer as of the Closing. Costs incurred by the City in conducting the City's site
inspection of Buyer's offices and certain of Buyer's affordable housing developments on the
Mainland United States pursuant to the RFP, if not previously reimbursed, shall be reimbursed
by Buyer as of the Closing. As of the Closing Date, Buyer shall be responsible for costs,
charges and expenses related to the ownership and operation of the Projects.

(b} Closing Costs. Except as provided herein, all closing costs and escrow
fees customarily chargeable to a seller of real estate in Hawai'i shall be paid by the City. All
closing costs and escrow and recording fees customarily chargeable to a buyer of real estate in
Hawai'i, together with all documentary transfer taxes, including conveyance taxes, the cost of
any updates to any ALTA surveys relating fo the fransactions contemplated by this Agreement,
the recordation costs to record all of the Memoranda of Leases, all closing costs associated with
Buyer's financing, and all titte insurance premiums and the cost of any and all endorsements
shall be paid by Buyer. Each party shall pay its own legal and consulting fees.

(¢} Tenant Rents. Utility Charges. Rent for the current month paid by
tenants, parking revenues, other revenues, income and receivables, utility charges, third-party
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contracts that will be assigned to Buyer and all ather items of costs and expenses with respect
to the Property shall be prorated as of the Proration Date.

(d) Reserve Amounts and Security Deposits.  As set forth in Section 5.4(c)
above, the Reserve Accounts shall be the City’s sale and separate property and the City shall
receive the proceeds from the Reserve Accounts. The City shall transfer or cause its managing
agents to fransfer to Buyer at Closing security deposits held by the City or heid by such
managing agents on the City's behalf under residential tenant leases and commercial tenant
leases, and Buyer shall indemnify and hoid harmless the City for any claims by tenants or
lessees for the return of security depaosits.

(&) Survival. The obligations of this Section 7.6 shali survive the Closing.

7.7 Possession. Possession of the Projects shall transfer 1o Buyer at the Closing in
accordance with the Leases. _

7.8 Allocation of Purchase Price. Prior to and in connection with the Closing,
Buyer and the City shall agree upon a reasonable allacation of the Purchase Price among the
various Project Use Companents and Projects.

SECTION 8 DEFAULT AND TERMINATION

8.1 In_General. Occurrence of any or all of the following shall constitute a defayf
under this Agreement by the non-performing party:

(a) Failure to Pay. Any failure by a party to pay any charge or other amount
required to be paid under this Agreement, or any part thereof, when due unless such failure is
cured within five (5) Business Days after written notice that the same was not paid when due; or

(b) Failure to Perform. Except as set forth in subsection (a) above, any
fallure by a party to observe or perform any other provision, covenant or condition of this
Agreement to be observed or performed by such party or the hreach of any representation or
warranty by such party where such failure or breach continues for ten (10) Business Days after
written notice thereof from the other party.

{c) Waiver of Default. Except as otherwise expressly provided in this
Agreement, any failure or delay by either party in asserting any of its rights or remedies as fo
any defauit shall not operate as a waiver of any default or of any rights or remedies in
connection therewith or of any other rights and remedies provided by this Agreement or by law,
or deprive such party of its right to institute and maintain any actions ar proceedings which it
may deem necessary to protect, assert, or enfarce any such rights or remedies.

82 Rémedies.

(a) Buyer's Remedies. Provided Buyer is not then in breach of this
Agreement, Buyer shall have the option to terminate this Agreement (i) after Buyer has
approved the Property in accordance with Section 3.7 only in the event any condition to Closing
contained in Section 6.1 has not been satisfied or waived by Buyer in writing by the Closing
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Date, or (i) if the City is in breach of its obligations or its representations and warranties under
this Agreement as of the Closing Date. [f this Agreement is terminated by Buyer as a resutt of
any such breach by the City, the City hereby authorizes Escrow Agent to immediately release
and return the Deposit and all interest earned thereon to Buyer and the City shail pay Buyer
liquidated damages in the sum of Two Million And No/100 Dollars ($2,000,000.00) (“Buyer’s
lLiquidated Damages”). BUYER AND THE CITY ACKNOWLEDGE AND AGREE THAT
FIXING BUYER'S ACTUAL DAMAGES IN THE EVENT OF THE CITY’S BREACH OF ITS
OBLIGATIONS UNDER THIS AGREEMENT WOULD BE EXTREMELY DIFFICULT OR
IMPRACTICABLE TO DETERMINE. THEREFORE, IN THE EVENT OF THE CITY'S BREACH
OF SUCH OBLIGATIONS (OTHER THAN A BREACH OF THE CITY'S INDEMNITY
OBLIGATIONS), THE PARTIES HAVE AGREED, AFTER NEGOTIATION, THAT BUYER'S
LIQUIDATED DAMAGES SHALL CONSTITUTE BUYER’S SOLE AND EXCLUSIVE RIGHT TO
DAMAGES, AND THAT THIS SUM REPRESENTS A REASONABLE ESTIMATE OF THE
ACTUAL DAMAGES BUYER WOULD INCUR IN THE EVENT OF THE CITY'S BREACH OF
ITS OBLIGATIONS UNDER THIS AGREEMENT. BUYER WAIVES ANY RIGHT TO SPECIFIC
PERFORMANCE OR DAMAGES ARISING QUT OF THIS AGREEMENT OTHER THAN AS
SET FORTH IN THIS SECTION 8.2(a} AND WAIVES ANY AND ALL RIGHTS iT MAY HAVE
TO FILE A NOTICE OF PENDING ACTION OR LIS PENDENS AGAINST THE PROPERTY OR
ANY PORTION THEREQF. BY INITIALING IN THE SPACES WHICH FOLLOW, THE CITY
AND BUYER SPECIFICALLY AND EXPRESSLY AGREE TO ABIDE BY THE TERMS AND
PROVISIONS OF THIS SECTION 8.2{a) GOVERNING BUYER'S LIQUIDATED DAMAGES.
BUYER HEREBY ACKNOWLEDGES THAT THESE LIMITATIONS ON BUYER'S REMEDIES
HAVE BEEN THE SUBJECT OF SPECIFIC NEGOTIATIONS BETWEEN THE CITY AND
BUYER, THAT THE SAME ARE IMPORTANT AND MATERIAL HEREOF, AND ARE
SPECIFICALLY DECLARED TO BE OF THE ESSENCE OF THE PARTIES' AGREEMENT AS
CONTAINED iN THIS AGREEMENT.

The City (. ) Buyer { )

_ (b) The City's Remedies. Provided the City is not then in breach of this
Agreement, the City shall have the option to terminate this Agreement if (i) the conditions to
Closing contained in Section 6.2 have not been satisfied or waived by the City in writing by the
Closing Date, or (i) if Buyer is in breach of its cbligations or its representations and warranties
under this Agresment as of the Closing Date. 1n the event of such termination, the Deposit shall
be retained by the City as liquidated damages, as provided in Section 8.2(c) below; provided,
however, the foregoing shall not limit any indemnity given by Buyer o the City under this
Agreement nor any obligations which survive Closing, and the City shall have ali remedies
available at law or equity to enforce such indemnity in the event Buyer fails to perform any
indemnity obligation set forth in this Agreement and/or if Buyer fails to perform any obligations
under this Agreement which survive Closing.

{c) Liguidated Damages. IN THE EVENT THE CLOSING FOR THE
LEASES TO BUYER [S NOT CONSUMMATED AS A RESULT OF BUYER'S BREACH QF ITS
OBLIGATIONS UNDER THIS AGREEMENT, THE CITY, BY WRITTEN NOTICE TQ BUYER,
MAY ELECT TO TERMINATE THIS AGREEMENT AND RECEIVE AS LIQUIDATED
DAMAGES ALL OF THE DEPOSIT. BUYER HEREBY AUTHORIZES ESCROW AGENT TO
IMMEDIATELY RELEASE THE DEPQSIT TO THE CITY UPON THE CITY'S ELECTION TO
TERMINATE THIS AGREEMENT AS PROVIDED IN THIS SECTION 8.2(c), WITHOUT ANY
FURTHER AUTHORIZATION FROM BUYER. BUYER AND THE CITY ACKNOWLEDGE AND
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AGREE THAT FIXING THE CITY'S ‘ACTUAL DAMAGES IN THE EVENT OF BUYER'S
BREAGH OF ITS OBLIGATIONS UNDER THIS AGREEMENT WOULD BE EXTREMELY
DIFFICULT OR IMPRACTICABLE TO DETERMINE. THEREFORE, IN THE EVENT OF
BUYER'S BREACH OF SUCH OBLIGATIONS (OTHER THAN A BREACH OF BUYER'S
INDEMNITY OBLIGATIONS QR OTHER OBLIGATIONS THAT SURVIVE CLOSING), THE
PARTIES HAVE AGREED, AFTER NEGOTIATION, THAT THE DEPOSIT SHALL
CONSTITUTE THE CITY'S SOLE AND EXCLUSIVE RIGHT TO DAMAGES, AND THAT THIS
SUM REPRESENTS A REASONABLE ESTIMATE OF THE ACTUAL DAMAGES THE CITY
WOULD iINCUR IN THE EVENT OF BUYER'S BREACH OF ITS OBLIGATIONS UNDER THIS
AGREEMENT PRIOR TO CLOSING. EXCEPT TO THE EXTENT BUYER BREACHES ANY
INDEMNITY OBLIGATION HEREUNDER OR FAILS TO SATISFY SUCH OBLIGATIONS THAT
SURVIVE CLOSING, THE CITY WAIVES ANY RIGHT TO SPECIFIC PERFORMANCE OR.
DAMAGES ARISING OUT OF THIS AGREEMENT OTHER THAN AS SET FORTH IN THIS
SECTION 8.2(c). BY INITIALING IN THE SPACES WHICH FOLLOW, THE CITY AND BUYER
SPECIFICALLY AND EXPRESSLY AGREE TO ABIDE BY THE TERMS AND PROVISIONS
OF THIS SECTION 8.2(c) GOVERNING THE CITY'S LIQUIDATED DAMAGES. THE CITY
HEREBY ACKNOW!I_EDGES THAT THESE LIMITATIONS ON THE CITY'S REMEDIES HAVE
BEEN THE SUBJECT OF SPECIFIC NEGOTIATIONS BETWEEN THE CITY AND BUYER,
THAT THE SAME ARE IMPORTANT AND MATERIAL PROVISION HEREOF, AND ARE
SPECIFICALLY DECLARED TO BE OF THE ESSENCE OF THE PARTIES' AGREEMENT AS
CONTAINED IN THIS AGREEMENT. THE CITY HEREBY ACKNOWLEDGES THAT THESE
LIMITATIONS ON THE CITY'S REMEDIES HAVE BEEN THE SUBJECT OF SPECIFIC
NEGOTIATIONS BETWEEN THE CITY AND BUYER, THAT THE SAME ARE IMPORTANT
AND MATERIAL HEREQF, AND ARE SPECIFICALLY DECLARED TO BE OF THE ESSENCE
OF THE PARTIES' AGREEMENT AS CONTAINED IN THIS AGREEMENT.

The City ( ) Buyer ( )

8.3  City Officials Not Personally Liable. This Agreement has been executed by
or on behalf of the City by one or more officials of the City In their capacities as officials
of the City, and not in their individual capacities. No personal liabitity or obligation under
this Agreement or under any Lease shall be imposed or assessed against any of said
officials in their individual capacities. '

8.4  Buyer Parties Not Persanally Liable. This Agreement has heen executed by
or on behaif of Buyer by one or more Buyer Parties in their capacities as directors,
officers, partners, members, or agents of Buyer, and not in their individual capacities.
No personal liability or obligation under this Agreement or under any Lease shall be
imposed or assessed against any of said Buyer Parties in their individual capacities.

SECTION9 CASUALTY AND CONDEMNATION

9.1 Casualty. in the event any Project or any Project Use Compenent in any Project
is damaged by any casualty prior to any Closing, the City shall give prompt notice thereof to
Buyer, and the City shall have the following options: (a) pravided that Buyer confirms and
agrees that such insurance proceeds are sufficient to fully repair such damage and/or fully re-
build such Project that has been damaged and provided also that Buyer agrees to undertake
such repairs or re-building, the City shall have the option to assign to Buyer all insurance
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proceeds, if any, payable for such damage (with the consent of the insurance company) or pay
all such procesds to Buyer when received (which obligation shall survive the Ciosing), but,
together with such insurance proceeds, the City shall be required to remit and pay over to Buyer
out of the City's own funds the amount of any deductible or self-insured retention undsr any
such insurance, in which event the Closing shall ocour and the Lease shall commence, without
the City’s repairing or being required to repair such damage; or (b) the City shall have the option
to terminate this Agreement as to such Project or the Project Use Component; as the case may
be, that has been damaged, provided, however, that the City shall not terminate this Agreement
as to such Project if Buyer notifies the City, within thirty (30) days after recsipt of notice from the
City of any such casualty, that Buyer desires to enter into negotiations with the City regardmg
financing (through tax-exempt bond financing and Federal LIHTC and State LIHTC) the repair,
re-building, or reconstruction of such Project, in which event the City agrees to enter into good-
faith negotiations with Buyer for a period of sixty (60) days to determine if it might be in the
City's interest to arrange for Buyer to repair, re-build, or reconstruct such Project. If, after such
60-day period, the parties have not agreed to the terms and conditions of the financing of the
repair, re-building or reconstruction, the City may terminate this Agreement as to such Project or
Project Use Component that has been damaged and the City shalt have no further obligation fo
Buyer as ta such damaged Project or Project Use Component.

9.2 Condemnation. in the event of a taking or threatened taking by condemnation
or similar proceadings or actions of all or a substantial porticn of any of the Projects or any
Project Use Component of any Project prior to Closing by any Governmental Authorities,-such
that said Project or Project Use Component is no longer econamically feasible for the intended
use of the Project, this Agreement shall terminate as to such Project or Project Use Component
upon written notice of such determination, delivered to Buyet, and this Agreement shall have no
further force or effect as to such Project or such Project Use Component, except with respect to
obligations that by their terms survive such partial termination. Should this Agreement terminate
as to such Project or such Project Use Component due o any such condemnation or similar
proceedings by any Gavernmental Authorities other than the City, all condemnation proceads or
other payments as a result of such proceedings shall be paid to the City and Buyer shall have
no right to such proceeds, except that the City shall reimburse Buyer for a proportionate amount
of Buyer's out-of-pocket costs incurred in connection with the negotiation of this Agreement,
Buyer's Due Diligence Investigation during the Due Diligence Period, and Buyer's preparation
for Closing, including costs and expenses relating to Buyer's contemplated New Finangcing, in
an amount not to exceed the condemnation proceeds received by the City for such
condemnation. In the event of any condemnation or similar proceeding or action commenced
by the City of any Project or part or all of any Project Use Component of any Project, Buysr shall
have the additional right 1o terminate this Agreement as to such Project or part or ali of such
Praject Use Component of such Project, in which event Escrow Agent shall immediately refund
to Buyer a proportionate amount of the Deposit, plus any accrued interest thereon, if any, less
escrow fees, If any, as may be chargeable to Buyer, and the City shall also reimburse Buyer for
a proportionate amount of Buyer's out-of-pocket expenses in connection with the negotiation of
this Agreement, Buyer's Due Diligence Investigation during the Due Diligence Period, and
Buyer’s preparation for Closing, including costs and expenses relating o Buyer's contemplated
New Financing. in the event of any condemnation or similar proceedings or actions, whether
commenced by the City or any other Governmental Authorities, involving all of the Projects or
having the effect that all of the Projects or Project Use Componsnts are no longer economically
feasible for the intended uses thereof, this Agreement shall {erminate, the Escrow Agent shall
immediately refund to Buyer the Deposit, plus any accrued interest thereon, if any, less escrow
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fees, if any, as may be chargeable to Buyer, and the City shall reimburse Buyer for Buyer's aut-
of-pocket expenses in_ connection with the negotiation of this Agreement, Buyer's Due Diligence
Investigation during the Due Diligence Period, and Buyer's preparation for Closing, including
costs and expenses reiating to Buyer's contemplated New Financing, in an amount not to
exceed the condemnation proceeds received by the City for such condemnation if such
condemnation is prosecuted by Gavernmental Authorities other than the City.

9.3 Determination of Purchase Price Adjustment. In the event thal this
Agreement Is terminated as to any but not all of the Projects and Project Use Components
pursuant to Section 9.1 or Section 9.2, the Purchase Price shall be adjusted in the proportion
that the fair market value of the Project or Project Use Component bears to the fair market vajue
of all of the Projects: subject ta this Agreement, as determined by mutual agreement of the City
and Buyer, and, failing such Agreement, by a single neutral arbitrator mutually selected by the
City and Buyer. If the City and Buyer are unable to agree upon a single arbitrator, the City and
Buyer shall each select an arbitralor, the two arbitrators so selected shall then select a third
arbitrator, and the three arbitrators so selected shall make such determination by majority vate.
In making such determination, the arbitrator or arbitrators shall determine the respective fair
market values of the Projects, including any Project or Project Use Component with respect to
which this Agreement is terminated under Section 9.1 or Section 9.2, based on the value thereof
in light of: (a) Buyer's plans for the Project (and the Project Use Components of the Projects) as
contemplated by Buyer's Initial Proposal, Buyer's Best and Final Offer, and this Agreement; and
(b) the restrictions on such Project or Project Use Component related thereto, including all
restrictions intended to be imposed upon such Project or Project Use Component under the
terms of this Agreement. In the event that this Agreement is terminated as to any Project or
Project Use Component pursuant to Section 8.1 or Section 9.2, the Closing Date in respect of
such Project and the Leases for the Project Use Components of such Projects shall not be
extended beyond the Extended Closing Deadline.

SECTION 10 REPRESENTATIONS AND WARRANTIES

- 10.1 Buyer's Representations and Warranties. As a material inducement to the
City to execute this Agreement and consummate the transactions contemplated by this
Agreement, Buyer makes the following representations and warranties, which representations
and warranties are frue and carrect as of the date hereof. Prior to the Closing Date, Buyer shall
notify the City of any modifications to such representations and warranties which are required,
as of the ‘result of additional information coming to the knowledge of Buyer between the
Effective Date and the Closing, in order to make such representations and warranties true in alt
material respects.

{(a} Authority. Buyer has been duly organized and is validly existing as a
limited liability company under the laws of the State of Hawai'l, in good standing in the State of
Hawai'i, and qualified to do business in the State of Hawati. Buyer has the full right and
authority and has obtained any and all consents required to enter into this Agreement and to
consummate or cause to be consummated the transactions contempiated hereby. This
Agreement has been, and all of the documents o be delivered by Buyer at the Closing will be,
authorized and properly executed and constitute, or will constitute, as. appropriate, the valid and
binding cbligation of Buyer, enforceable in accordance with their terms.
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(b) No_Conflict. There is nc agreement to which Buyer is a party or binding
on Buyer which is in conflict with this Agreement or which prevents Buyer from executing or
performing its obligations undef this Agresment.

(¢} Financial Condition. Subject to Buyer's New Financing, Buyer has or will
as of the Closing Date have all funds necessary to consummate the transactions contemplated
by this Agreement. Highland Property Development, LLC, a California limited liability company,
one of Buyer's members, has furnished the City with true and correct copies of its current
financial statement, which has been prepared in accordance with recognized and industry-
accepted accounting principles consistently appiied throughout the periods indicated (the
“Financial Statement”). The Financial Statement fairly and accurately presents the financial
condition of Highland Property Development, LLC, as of the date indicated. There have been
no changes in the assets, liabilities, financial condition or affairs set farth or reflected in the
Financial Statement since it was delivered to the City that in any one case or in the aggregate
constitutes a material adverse change. Subject to Buyer's New Financing, Buyer and its
nominess will have sufficient financial capacity to fully perform all obligations and requirements
under the Leases and the Regulatory Agreements and to underiake all representations,
promises and obligations set forth in the RFP and Buyer's Best and Final Offer,

() Tax Retuins and Reports. All filings, reports and tax returns of Buyer that
are reguired to be made or filed with any Governmental Authorities have been duly made and
filed, and all taxes, assessments, fees and ather governmental charges upon Buyer that are due
and payable by Buyer have been paid, other than those which are presently payable without
penalty or interest, or which Buyer is contesting in good faith, -

(e) Litigation and Compliance. There are no suits, other proceedings or
investigations pending or threatened against or affecting the business or the properties of Buyer
that could materially impair Buyer's ability to perform its obligations under this Agreement, nor is
Buyer in violation of any laws or ordinances that could materially impair Buyers ability to
perform its obligations under this Agreement.

(f} Buyer's Reliance. Except for the representations and warranties set forth
in Section 10.2 of this Agreement, Buyer is relying sclely upon its and its consultants' own due
diligence, inspection, investigation and analysis in leasing the Property and is not relying in any
way upon any representations, statements, agreements, warranties, studies, reports,
descriptions, guidelines or other information or material furnished by the City or iis
representatives, whether oral or written, express or implied, of any nature whatsoever regarding
any of the foregoing matters.

(0) RFP Requirements. Buyer has fulfilled and met all of the obligations,
responsibilities, minimum qualifications and requirements applicable to Proposers as set forth in
the RFP. Buyer represents and warrants that it has the experience, background, personnel and
expertise to fully perform under the Leases and the Regulatory Agreements.

(h) Survival. The provisions of Section 10.1 shall survive the Closing.

10.2 The City’s Representations and Warranties. As a material inducement to
Buyer to execute this Agreement and consummate the transactions contemplated by this
Agreement, the City makes the following representations and warranties, which representations
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and warranties are true and correct as of the date hereof, Prior to the Closing Date, the City
shall notify Buyer of any modifications to such representations and warranties which are
required, as the result of additional infarmation coming to the knowledge of the Gity between the
date hereof and the Closing, in order to make such representations and warranties true in all
material respects.

(a) Title. The City is and shall be on the Closing Date the lawful owner of the
Property. Upon the Closing Date the Property shall be free and clear from all liens and
encumbrances except the Permitted Exceptions.

(b}  Authority. The City has the full right and authority and has obtained any
and all consents required to enfer into this Agresment and to consummate or cause to be
consummated the transactions contemplated hereby, except as set forth in Section 6.2(d). This
Agresment has been, and ail of the documents to be delivered by the City at the Closing will be,
authorized and properly executed and constitute, or will constitute, as appropriate, the valid and
binding obligation of the City, enforceable in accordance with their terms. '

(c) Due Diligence Documents. To the best of the City's actual knowledge,
the Due Diligence Documents are not inaccurate or incomplete in any material respect, do not
amit any information that materially and adversely affects the value of the Froperty or Buyer's
intended use of the Projects, and fairly and accurately reflect the condition and operations of the
Projects.

{d) No Conflict. To the best of the City's actual knowledge, withaut
investigation, there is no agreement to which the City is a party or binding on the Cily which is in
cenflict with this Agreement or which prevents the City from executing or performing its
obligations under this Agreement.

{8} General Maintenance Obligations. The City shall manage the Property
from the date hereof until the Closing Date in its present condition, perform all reasonable

maintenance work and ordinary repairs, and pay all reasonable costs and expenses related
thereto in the ordinary course of business. The City shall comply in all material respects with all
of its obfigations imposed by law and by any other contract or agreement pertaining to the
Property. Priar to the Closing Date, the City shall keep in place such Froperty insurance as is in
effect as of the date hereof.

(f) Operation of Projects Pending Closing. From and after the Effective Date
and until the Closing, the City will continue to operate esach of the Projects in the normal course
and perform the City's obligations under all commercial leases, residential rental agreements,
contracts, service agreements, and other third-parly agreements applicable to each Project, but
the City agrees that, during the Due Diligence Period and thereafter if Buyer approves the
Property pursuant to Section 3.7, the City shall pnot, without Buyer's consent {which consent
shall not be unreasonably withheld, delayed, or conditioned): (i) enter into any new residential
rental agreements for any residential units in any of the Projects with any prospective or existing
tenants whose household income exceeds 60% of Area Median Income (as determined and
published by HUD as adjusted for the number of bedrooms) or who is a full-time student; (ii)
cancel, extend the term, modify, amend, or terminate, or permit the assignment of the lessee’s
interest under any existing commercial lease (if such lease provides that the City has a right o
deny the assignment of such lessee’s interest in its sole discretion), Jincluding specifically
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without limitation the Marin Tower Lease Agreement dated August 10, 1994, as amended, and
the Chinatown Manor Lease dated May 22, 1995, as amended, or enter into any new
commercial lease for any Project; or (jii) extend the term of or amend any existing service
agreement or other third-parly agreement applicable to any Project or enter into any new
service or other third-party agreement that extends beyond the Clasing Date for the applicable
Project ar that is not cancelable without penalty upon thirty (30) days’ notice. Buyer shall be
reasaonably entitled to withhold its consent if any such residential rental agreements, leases,
service agreements or other third-party agreements, or the modification, amendment, or
termination thereof, would adversely affect any part of Buyers New Financing for Buyer's
acquisition of the Leases. The City acknowledges that, upon and after Closing, Buyer shall be
entitled to renew, extend, amend, or terminate any service agreements or other third-party
agreements, including coniracts for the management of the Projects, in ‘accordance with the
terms of such service agreements or other third-party agreements.

(9) Cily's Actual Knowledge. Where the phrase “to the best of the City's
actual knowledge” is used in this Section 10.2, it means the actual knowledge of Kaith Ishida,
Executive Director of Office of Housing, and/or Christopher Terry, Branch Chief of Property &
Parking Management.

10.3 Notice of Changed Circumstances. If either party becomes aware of any fact
or circumstance that would render false or misleading a representation or warranty made by
either party, then it shall immediately give written notice of such fact or circumstancs to the
ather party, but such notice shall not relieve any party of any liabilities or obligations with
respect to any representation or warranly, except as provided in Section 10.3.

SECTION 11 GEMERAL

11.1  Notices. All notices, demands, approvals, and other communications provided
far in this Agreement shall be in writing and shall be effective (a) upon receipt when personally
delivered to the recipient at the recipient’s address set forth below; (b) when recsived by United
States mail, postage prepaid, by registered or certified mail, return receipt requested, addressed
to the recipient as set forth below, or when such receipt is rejected; or (¢) two (2) Business Days
after deposit with a recognized overnight courier or delivery service. If the date on which any
notice ta be given hereunder falls on a Saturday, Sunday or legal holiday observed by the City,
then such date shall automatically be extended fo the next Business Day immediately following
such Saturday, Sunday or legal holiday observed by the City,

The addresses for notice are:
If to the City:

Department of Budget and Fiscal Services
Honalulu Hale

530 South King Street, Room 208
Hanoluiu, Hawai'i 96813

Attn: Director



With copies to:

Department of Community Services
715 South King Street, Suite 311
Honolulu, Hawai'i 96513

Atin: Director

and

Department of Corporation Counsel
530 South King Street, Room 110
Honolulu, Hawai'j 96813

Attn: Gordon Nelson, Esq.

and

Schlack Ito, LLLC

Topa Financial Center

745 Fort Street, Suite 1500
Honolulu, Hawai'i 96813

Attn: Cart J. Schlack, Jr., Esqg.

and

CBRE, Inc.

Pauahi Tower, Suite 1300
1003 Bishop Street

Honolulu, Hawai'i 96813-3544
Attn: Scott B. Gomes

If to Buyer:

Honolulu Affordable Housing Partners, LLC .
¢/o Highland Property Development LLC
250 W. Colorado Boulevard, Suite 210
Arcadia, Caiifornia 91007

Facsimile; (626) 294-9270

and

Richard W. Gushman, Il
3300 Pacific Heights Road
Honoluiu, Hawaii 96813
E-mail: dgush@dgmgrp.com



With a copy fto:

Stephen M. Gelber, Esq.

Joseph A. Dane, Esq.

Gelber, Gelber & Ingersaoll

745 Fort Street, Suite 1400

Honolulu, Hawaii 96813

E-mail: sgelber@gelberlawyers.com
jdane@agelberlawyers.com

Facsimile: (808) 531-6963

and

Gary P. Downs, Esq.

Tuan A. Pham, Esq.

Nixon Peabody LLP

One Embarcadero Center

18th Floor

San Francisco, CA 94111-3600

E-maii: gdowns@nixonpeabody.com)
tpham@nixonpeabady.com
www.nixonpeabody.com

Facsimile: (877) 502-9699

Either party méy change its address or any address applicable to such party by written notice to
the other given in the manner set forth above.

11.2 Entire Agreement. This Agreement and the exhibits hereto contain the entire
agreement and understanding between Buyer and the City cancerning the subject matter of this
Agreement and supersede all prior agresments, terms, understandings, conditions,
representations and warranties, whether written or oral, made by Buyer or the City concerning
the Property or the other matters which are the subject of this Agreement. The parties
acknowledge that each party and its counsel have reviewed this Agresment and participated in
its drafting and therefore that the rule of construction that any ambiguities are to be resolved
against the drafting party shail not be employed nor applied in the interpretation of this
Agresment.

11.3 - Amendments and Waivers. No addition io or modification of this Agreement
shall be effeciive unless set forth in writing and signed by ihe party against whom the addition or
madification is sought ta be enforced. The party benefited by any condition or obligation may
waive the same, but such waiver shall not be enfarceable by another party unless made in
writing and signed by the waiving party. Notwithstanding the faregoing, no communication from
or on behalf of the City with respect to the subject matter of this Agreement shall be binding on
the City as an amendment of this Agreement unless in. writing specifically labeled as an
“Amendment” to this Agreement, and signed by the Mayor or his designee. No delay or failure
to require performance of any provision of this Agreement shall constitute a waiver of that
provision. Any waiver granted shall apply solely to the specific instance expressly stated.
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11.4  Severability. The provisions of this Agreement are intended to be severable and
enforced fo the maximum extent permittsd by law. If for any reason any provision of this
Agreement shall be held invalid, illegal or unenforceable in whole or in part in any jurisdiction,
then that provision shall be ineffective only to the extent of the invalidity, illegality or
unenforceability and in that jurisdiction only, without in any manner affacting the validity, legality
or enforceability of the unaffected portion and the remaining provisions in that jurisdiction or any
provision of the Agreement in any other jurisdiction. The unaffected portion and provisions of
the Agreement will be enforced to the maximum extant permitted by law,

11.8 References. Unless otherwise indicated, (a) all section and exhibit references
are fo the sections and exhibits of this Agreement, and {b) all references 1o days are fo calendar
days. The exhibits attached hereto are incorporated herein by this reference. Whensver under
the terms of this Agreement the time far performance of a covenant or condition falls upon a
Saturday, Sunday or legal holiday observed by the .City, such time for performance shall be
extended to the next Business Day. The headings used in this Agreement are provided for
convenience only and this Agreement shall be interpreted without reference to any headings.
The masculine, feminine or neutergender and the singular or plural number shali be deemed to
inciude the others whenaver the context so indicates or requires. As used in this Agreement the
terms “herein” and “hereunder” shall each mean “in this Agreement”. As used in this
Agreement, the term “including” shall mean “including but not limited to”.

1.6 Gaverning Law. The interpretation, construction and enforcement of thig
Agreement, all matters relating hereto, shall be governed by the laws of the State of Hawai'i.
Any judicial proceeding brought by either of the parties against the other party or any dispute
ansing out of this Agreement, the Ciosing, any Project or the Froperty, or any matter relating
thereto, shall be brought in the First Circuit Court of the State of Hawai'i, or in the United States
District Court for the District of Hawai'i. In that regard, each party hereby waives any defense of
inconvenient forum and any bond or other security that might otherwise be required of the other
party with respect to such choice of judicial forum.

11.7 Time. Time is of the essence in the performance of the parties’ respective
obligations under this Agreement, and no notice of a party’s intent to require strict compliance
with the deadlines set forth in this Agreement is required. The parties hereby acknowledge and
agree that the times set forth in this Agreernent, including, without limitation, the Extsnded
- Closing Deadline shall not be subject to delay as a result of events of a Force Majeure, as that
term is defined, below. For purposes of this Agreement, a “Force Majeure” shall mean any
delay due to war, insurreciion; strikes; labor and supply shortages; lock-outs; riots; civil
disturbances; floods; fires; casuaities: earthquakes; tsunamis; acis of God; acts of the public
enemy; epidemics; quarantine restrictions; delays due to the existence ar remediation, of any
hazardous materials; governmental restrictions, including, without limitation delays in permitting
or enjoining of the performance of the terms of this Agreement, imposed by any Governmental
Authorities other than the City; and any actions by any Governmental Authorities ather than the
City. '

11.8  Aftorneys’ Fees. If any legal action or oiher praceeding is commenced to
enforce or interpret any provision of, or otherwise relating to, this Agreement, the losing party
shall pay the prevailing party’s actual expenses incurred in the investigation of any claim leading
to the proceeding, preparation for and participation in the proceeding, any appeal or other post
judgment motion, and any action to enforce or collect the judgment including contempt,
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garnishment, levy, discovery and bankrupicy. For this purpose “expenses” include, without
limitation, court or other proceeding costs and experts’ and attorneys’ fees and their expenses.
The phrase “prevailing party” shail mean the party whoe is determined in the proceeding to have
prevailed or who prevails by dismissal, default or otherwise. The City's abligation to pay any
atforneys’ fees pursuant to this Section 11.8 is subject to the City's narmal budgstary
appropriations process.

11.9 Acceptance of Service of Process. In the event that any legal action is
commenced by the City against Buyer, service of process on Buyer shall be made by personal
service upon Buyer, or in such manner as may be provided by law, and shall be valid whether
made within or without the State of Hawai'i. In the event that any legal action is commenced by
Buyer against the City, service of process on the City shall be made in such manner as may be
permitted and provided hy law.

11.10 No Assignment.

{a) General Terms. ‘Buyer recognizes the following: (i) the City's award of
this Agreement to Buyer as the successful Proposer in response to the RFP, (i) the City's
reliance on the affordable housing management experience, property managament experience,
real estate expertise and financial wherewithal of Buyer to assure the quality of the
management, operation and improvement of the Projects; (iii) that the use, operation and
maintenance of the Projects as required under the Leases and the Regulatory Agreements is
deemed critical by the City; {iv)that a change in ownership or control of Buyer, or of a
substantial part thereof, or any ather act or transaction involving or resulting in a significant
change in ownership, could have a materiat adverse impact on the operation of the Property;
and (v) that the qualifications and identity of Buyer are of particular concern to the City. Buyer
further recognizes that it is because of such qualifications and identity that the City awarded this
Agreement to Buyer and is entering into this Agreement with Buyer.

{b) No_Transfers. Except as specified in Section 11.10(c) and
Section 11.10(d) below, no voluntary or involuntary successor-in-interest of Buyer shall acquire
any rights or powers under this Agreement. Except as specified in Section 11.10(c) and
Section 11.10{d}, Buyer acknowledges and agrees that, under no circurnsiances whatsoever
shall Buyer be entitled ta transfer, assign, or otherwise convey all or any portion of Buyer’s
interest in this Agreement to any person or entity, nor shall Buyer permit any change in “control”
of Buyer. “Control” as used in this Section 11.10, shall mean the ownership, directly or
indirectly, of more than fifty percent (50%) of the voting securities of, or possession of the right
to vote, in the ordinary direction of its affairs, of more than fifty percent (50%) of the voting
interest In, any person or entity.

(c) Ekc:egtion for Buyer's Subsidiary Enfities. Buyer has advised the City, .
and the City acknowledges, that Buyer iniends to form, and that Buyer's financing plan requires

that Buyer form, the following subsidiary entities to acquire long-term Leases from the City for
the different Project Use Components of the Projects: (i) a separate subsidiary entity
("Affordable Rental Housing Subsidiary”) that shall acquire direct Leases from the City for the
Affordable Housing Components of the Projects and that shall be owned in substantial part (up
to 99.9%) by investors who acquire the Federal LIHTC and State LINTC allocated in connection
with Buyer's acquisition of the Leases for the Affordable Rental Housing Componenis of the
Projects; (ii) a separate subsidiary entity ("Market Rental Housing Subsidiary’) that shall
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acquire direct Leases from the Gity covering the market rental units at the Chinatown Gateway
Plaza, Harbor Village, and Marin Tower Projects; (iil) a separate subsidiary entity (‘Commercial
Rental Subsidiary”) that shali acquire direct Leases from the City for the commercial space at
the Chinatown Gateway Plaza, Chinatown Manor, Harbor Village, Marin Tower, and Winston
Hale Projects; and (iv) a separate subsidiary (‘Redevelopment Subsidiary”) that shall acquire
the Leases for the Bachelors Quarters Pauahi Hale, and Kanoa Apartments Projects. Buyer
anticipates that the Affordable Rental Housing Subsidiary will also acquire the direct Leases
from the City for the Public Parking Components and Resident Parking Components at the
Chinatown Gateway Plaza, Harbor Village, and Marin Tower Projects, but Buyer has also
advised the City that Buyer may, and reserves the right to, form a separate subsidiary entity
{"Public Parking Subsidiary”) to acquire the direct Leases from the City for the Public Parking
Components at the Chinatown Gateway Plaza, Harbor Viilage, and Marin Tower Projecis, and a
separate subsidiary entity (‘Resident Parking Subsidiary”) to acquire ihe direct Leases from
the City for the Resident Parking Components at these Projects. Notwithstanding anything
contained in Section 11.10(b), the City hereby agrees that Buyer shall be entitled, upon notice
but without further consent or approval by the City, to assign, transfer, and atherwise convey its
rights under this Agreement to acquire the Leases for the different Project Use Componeants,
respectively, to the Affordable Rental Housing Subsidiary, the Market Rental Housing
Subsidiary, the Commercial Rental Subsidiary, the Redevelopment Subsidiary, and, if
applicable, the Public Parking Subsidiary and the Resident Parking Subsidiary, that Buyer forms
for purposes of consummating the transactions described in this Agreement. With respect to
the Closing of the individual Leases for the different Project Use Components of the Projects,
references 1o the “Buyer” herein shall mean and refer to Honoluly Affordable Housing Pariners,
LLC, a Hawai'i limited liabiiity company, as well as the respective subsidiary entities created by
Honolulu Affordable Housing Partners, LLC, to enter into the Leases for the different Project
Use Components of the Projects, but, for purposes of this Agreement and such Leases, such
subsidiary entities shall only be responsible and liable to the City under the Leases for the
Project Use Components entered into by such subsidiaries and shall not be jointly or severally
liable either with Buyer or any other subsidiary enfities under this Agreement or under any
Leases in respect of any other Project Use Components,

(d) Other Nominees. Notwithstanding anything contained in Section 1 1.10(b},
and in addition to Buyer's rights under Section 11.10(c) immediately preceding, Buyer may
designate nominees (other than the subsidiary entities specified in Section 11.16{c)) to take
leasehold fitle of one or more Projects at Closing; provided, howsver, that unless the City
approves such nominee as provided in this Section 11,10(d), Buyer shall remain fully
responsible and liable for all terms and conditions, representations and warranties and all other
obligations hereunder, including those that survive the Closing. The City reserves the right to
review and approve of each such nominee and if the City does not reasonably believe that the
nominee can fulfill the requirements of lessee under the respective Lease and/or the Regulatory
Agreement, the City may disapprove of such nominee., Buyer shall provide to the City notice of
the designation of any nominee no less than forty-five (45} days prior to the Closing Date for the
applicable Project, together with such information and documents that the City may reasonabiy
require in connection with such review, including, but not limited to, financial statements and
financiat capacity of the nominee, experience of the nominee in the successful management,
operaticns and maintenance of rental housing cammunities, and specifically, affordable rental
housing communities, key personnel that will manage and operate the Project, and any other
information the City deems necessary or convenient to review such request. Any reference o
Buyer hereunder, shall inciude the nominee for such Project.
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11.11 No Third Party Beneficiaries. Nothing in this Agreement, express or implied, is
intended to confer any rights or remedies under or by reason of this Agreement on any person
other than the City and Buyer and Buyer’s subsidiary entities, and nominees, nor is anything in
this Agreement intended to relieve or discharge any obligation of any third person to any party
hereto or give any third person any right of subrogation or action over or against any party o
this Agreement.

1112 No Brokers. Indemnity. The City has retained CBRE, Inc. as its real estate
broker pursuant to the terms and conditions of a written agreement between the City and CBRE,
inc. ("CBRE Agreement”). Except as provided in the CBRE Agreement, the City has not
retained any other broker or agent in connection with this Agreement. The City shall indemnify,
defend and hold harmless Buyer from and against all liability, cost, damage or expense
(including, witheut limitation, attorneys’ fees and costs incurred in cennection therewith) on
account of any brokerage commission or finder's fee which the City has agreed to pay to CBRE,
Inc., or which is claimed to be due by CBRE, Inc., or any other person as a result of the actions
of the City. Buyer warrants to the City that Buyer has not retained any real estate broker or
agent in connection with the negotiation of this Agreement, and that Buyer knows of no real
estate broker or agent wha is entitled to a commission in connection with this Agreement sxcept
as otherwise provided in the CBRE Agreement. Buyer shall indemnify, defend and hold
harmless the City from and against afl liability, cost, damage or expense (including, without
limitation, attorneys’ fees and costs incurred in connection therewith) on account of any
brokerage commission or finder's fee which Buyer has agreed to pay or which is claimed to be
due as a result of the actions of Buyer. This Section 11.12 is intended to be solely for the
benefit of the parties hereto and is not intended to benefit, nor may it be relied upon by, any
person or entity not a party to this Agreement.

11.13 Publicity. Except for those documents iabeled confidential and proprietary
information in Buyer’s Initial Proposal and Buyer's Best and Final Offer, the parties agree that
Buyer’s Initial Proposal, Buyer's Best and Final Offer, the provisions of this Agreement, the
Leases, the Regulatory Agreemenis and all other documents in connection therewith may be
subject to public disclosure under Hawai'i Revised Statutes Chapter 92F and/or the Freedem of
Information Act, unless exempted by law. In addition, the City and Buyer may publicize the
terms of this transaction in press releases, publications and speeches, but shall confer with
each other before doing so. The provisions of this Section 11.13 shall survive any termination
of this Agreement.

11.14 Joint and Several Liability. Except as provided in Section 11.10(c), if Buyer
consists of more than one entity or party, all obligations of Buyer hereunder shall be the joint
and several responsibility of each entity and party.

11.15 Computation of Time. Except as otherwise provided in this Agreement, all
references to days are calendar days, thereby including Saturdays, Sundays and legai holidays
observed by the City. All references to “Business Days” shall be all days except for Saturdays,
Sundays and legal holidays abserved by the City. If a due date determined under this
Agreement falls on a Saturday, Sunday or an official legal holiday observed by the City, such
due date will be deemed to be the next Business Day.
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11.16 Counterparts. This Agreement may be executed in one or more counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same instrument. Signature pages may be detached from the counterparts and aftached {0 a
- single copy of this Agreement ta physically form one document.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOQF, the parties have executed this Agreement as of the Effective

Date,

APPROVAL RECOMMENDED:

Department of Budget and Fiscal Services

Department of Community Services

APPROVED AS TO FORM AND LEGALITY:

Deputy Corporation Caunsel

CITY AND COUNTY OF HONOLULU,
a municipal corporation of the State of
Hawai'i

By

Peter B. Carlisle
Mayor
“City”

HONOGLULU AFFORDABLE HOUSING
PARTNERS, LLC, a Hawaii limited liabifity
company

By Highland Property Development LLC,

a California limited liability company
Its Managing Member

By

William E. Rice
Its Authorized Managing Member

“‘Buyar”
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EXHIBIT A

PRQJECT SITE DESCRIPTIONS

BACHELOR’'S QUARTERS

All of that certain parcel of land situate at Honouliuli, District of Ewa, City and County of
Honolulu, State of Hawaii, described as follows:

LOT 11890, area 45,027 square feet, more or less, as shown on Map 852, filed in the
Office of the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 1068 of the Trustees of the Estate of Jamaes Campbell, deceased.

Being the land(s) described in Transfer Certificate of Title No. 476,952 issued to the
GITY AND COUNTY OF HONOLULU, a municipal corporation.

CHINATOWN GATEWAY PLAZA

All of that certain parcel of land situate, lying and being at Honoluiu, Osahu, State of
Hawali, described as follows:

PARCEL A, being 38,902 square feet, as shown on map prepared by M. Yamashita,
Land Surveyor, dated March 21, 1969, approved by the Planning Department, City and
County of Honolulu, on May 15, 1969, comprised of the following:

-PARCEL FIRST:-

All of that certain parcel of land (being portion(s) of the land(s) described in and covered
by Royal Patent Number 2474 to F, Spencer and Land Commission Award Number
5528 to E. Dennis) situate, lying and being at Honolulu, Oahu, State of Hawaii, being
PARCEL 3 and thus bounded and described:

Beginning at the north corner of this parcel of land, being also the west corner of Lot 1
(Map 2) of Land Court Application Number 963, and on the southeast side of Nuuanu
Avenue, as shown on Division of Land Survey and Acquisition Parcel Map File
No. 16-11-5-38, thence running by azimuths measured clockwise from true South:

1. 332° 44’ 70.00 feet along Lot 1 (Map 2) of Land Court
Application 963;

2. 59° 40 42.50 feet along Lot 1 (Map 2) of Land Court
Application 714;

3. 333 o7 1.40 feet along same:

4, 63° 50 3.10 feet along R. P. 74, L. C. Aw. 275 to H.
Zupplein;

5. 149° 15 18.680 feet along same;



g. 153° &% 11.76 feet along R. P. 6, L. C. Aw. 37 to James

Austin;
7. 155° 14 40.15 feet along same;
8. 238° 40 44.79 . feet along the southeast side of Nuuanu

Avenue to the point of beginning and
containing an area of 3,197 square feet,
more or less. '

BEING THE PREMISES ACQUIRED BY FINAL ORDER OF CONDEMNATION in favor
of CITY AND COUNTY OF HONOCLULU, a municipal corporation of the State of Hawaii,
dated April 11, 1869, filed on April 11, 1969 at the Circuit Court of the First Circuit, Civil
. No. 26578, recorded in Liber 8481 at Page 48.

-PARCEL SECOND:-

All of that certain parcel of land (being all of the land(s) described in and covered by
Royal Patent Grant Number 3810 to H. K. Dwight and portion(s) of Royal Patent
Number 861, Land Commission Award Number 3204 fo M. Beck and Royal Patent
Number 301, Land Commission Award Number 272 to Joseph Booth) situate, lying and
being at Honolulu, Oahu, State of Hawaii, being PARCEL 11 and thus bounded and
described:

Beginning at the south carner of this parcel of land, being aiso the east carner of Lot 1
(Map 2) of Land Court Application 714, and on the northwest side of Bethel Strest, as
shown on Division of Land Survey and Acquisition Parcel Map File No. 16-11-5-38,
thence running by azimuths measured clockwise from true South:

1. 151° 0O 122.72 feet along Lot 1 {Map 2) of Land Court
Application 714;

2. 241° 08 61.50 feet along Lots 1, 2 and 3 (Map 2) of Land
Court Application 863 and along remainder
of R. P. 301, L. C. Aw. 272 to Joseph Booth;

3. 331° or 120.30 - feet along remainders of R. P. 301, L. C.
Aw. 272 to Joseph Booth and R. P. 861, L.
C. Aw. 3204 to M. Beck and along R. P.
Grant 3809 to. W. Mutch;

4, 58° 49 61.50 feet along the northwest side of Bethel
Street to the point of beginning and
containing an area of 7,471 square feet,
more or less.

BEING THE PREMISES ACQUIRED BY FINAL ORDER OF CONDEMNATION in favor
of CITY AND COUNTY OF HONOLULU, a municipal corporation of the State of Hawaii,
dated May 8, 1970, filed on May 8, 1970 at the Circuit Court of the First Circuit, Civil
No. 26576, recorded in Liber 7008 at Page 271.



-PARCEL THIRD:-

All of that certain parcel of land (being all of the land(s) described in and covered by
Royal Patent Grant Number 3809 io W. Mutch and portion{s) of Royal Patent
Number 655, Land Commission Award Number 877 to Kaana no Poomana; Royal
Patent Number 83, Land Commission Award Number 719 to Z. Sampson; Royal Patent
Number 861, Land Commission Award Number 3204 to M. Beck; Royal Patent
Number 301, Land Commission Award Number 272 to Joseph Booth; Royal Patent
Number 577, Land Commission Award Number 2937 ta W. Harbottle; and Royal Patent
Number 578, Land Commission Award Number 130 fo Kekuapanio) situate, tying and
being at Honolulu, Oahu, State of Hawaii, being PARCEL 10 and thus bounded and
described: .

Beginning al the east corner of this parcel of land, being also the west comer of Hotel
and Bethel Streets, the coardinates of said point of beginning referred to Government
Survey Triangulation Station “PUNCHBOWL” being 618.98 feet south and 4,291.81 feet
west, as shown on Division of Land Survey and Acquisition Parcel Map File
No. 16-11-5-38, thence running by azimuths measured clockwise from true South:

1. 58° 49 131.04 feet along the northwest side of Bethel
_ Street; :
2. 151° 071 120.30 feet along R. P. Grant 3810 to H. K. Dwight

and remainders of R, P. 861, L. C. Aw. 3204
fo M. Beck and R. P. 301, L. C. Aw. 277 to
Joseph Booth;

3. 238° 40 44.93 feet along remainder of R. P. 301, L. C.
Aw. 272 to Joseph Booth;

4, 146° 22 72.55 fest along remainders of R. P. 301, L. C.
Aw. 272 to Joseph Booth and R. P. 577, L.
C. Aw. 2937 to W. Harboitle:

5. 238° 40 12.00 feet along the southeast side of Nuuanu
Avenue;
6. 326° 22 7413 feet along remainders of R. P. 577, L. C.

Aw. 2937 to W. Harbottle and R. P, 301, L
C. Aw. 272 to Joseph Baoth;

7. 236° 28 64.61 feet along remainders of R. P. 301, L. C.
: Aw. 272 {o Joseph Booth and R. P. 578, L.
C. Aw. 130 to Kekuapanio and along & jog

on the southwest side of Hotel Street:

8. 326° 31 121.53 feet along the southwest side of Hotel Street
to the point of beginning and containing an
area of 16,053 square feet, more or less.



BEING THE PREMISES ACQUIRED BY FINAL ORDER OF CONDEMNATION in favor
of CITY AND COUNTY OF HONOLULU, dated November16, 1970, fited on
November 16, 1970 at the Circuit Court of the First Circuit, Civil No. 26692, recorded in
Liber 7277 at Page 382.

Excepting and excluding PARCEL C, being 138 square feet, as shown on map prepared
by M. Yamashita, Land Surveyor, dated March 21, 1969, approved by the Planning
Department, City and County of Honolulu, on May 15, 1969.

-PARCEL FOURTH:-

All of that certain parcel of land (being portion(s) of the land(s) described in and coverad
by Royal Patent Number 572, Land Commission Award Number 680 o Kekuanaoa;
Royal Patent Number 577, Land Commission Award Number 2937 to W. Harbottle;
Rayal Patent Number 301, Land Commission Award Number 272 to Joseph Booth; and
Royal Patent Number 578, Land Commission Award Number 130 to Kekuapanio)
situate, lying and being at Honolulu, Oahu, State of Hawali, being PARCEL 9 and thus
bounded and described:

Beginning at the north corner of this parcel of land, being also the south comer of
Nuuanu Avenue and Hotel Street, the coordinates of said point of beginning, referred to
Gaovernment Survey Triangulation Station "PUNCHBOWL” being 458.11 feet south and
4,398.78 feet west, as shown on Divisicn of Land Survey and Acquisition Parcel Map
File No. 16-11-5-38, thence running by azimuths measured clockwise from true South:

1. 326° 2% 71.66 feet along the southwest side of Hotel
Street;
2. 56° 28 64.21 feet along remainders of R. P, 578, L. C.

Aw. 130 to Kekuapanio and R. P. 301, L. C.
Aw. 272 to Joseph Booth;

3. 146° 22 29.13 feet along remainders of R. P. 301, L. C.
Aw. 272 to Joseph'Booth and R. P. 577, L.
C.'Aw. 2937 to W. Harbotile;

4, 238> 40 31.00 feet along remainder of R. P. 577, L. C. Aw.
2937 to W. Harbottls;

5. 146° 22 45.00 feet along same;

8. 238° 40 . 33.38 fest along the southeast side of Nuuanu

Avenue to the point of beginning and
containing an area of 3,281 square feef,
mare or less,

BEING THE PREMISES ACQUIRED BY FINAL ORDER OF CONDEMNATION in favor
of CITY AND COUNTY CF HONOLULU, a municipal corporation of the State of Hawail,
dated November 20, 1670 at the Circuit Court of the First Circuit, Civil No. 26698,
recorded in Liber 7285 at Page 206.



Excepting and excluding PARCEL B, being 79 square feet, as shown on map prepared
by M. Yamashita, Land Surveyor, dated March 21, 1969, approved by the Planning
Department, City and Caunty of Honolulu, on May 15, 1968.

-PARCEL FIFTH:-

All of Deed: Minister of interior to J. W. Austin dated August 13, 1890 and recorded in
the Conveyances Division of the Department of Land and Natural Resources of the
State of Hawaii in Liber 125, page 308; and portions of Royal Patent Number 301, Land
Commission Award Number 272 to Joseph Booth and Rayal Patent Number 2937 to W.
Harbottle, situate, lying and being at Honolulu, Oahu, State of Hawaii, being PARCEL 7
and thus bounded and described: '

Beginning at the west corner of this parce! of land, and on the southwest side of Nuuanu
Avenue, the true azimuth and distance from the narth corner of Lot 2 and the west
carner of Lot 3 (Map 2) of Land Court Application 983 being 238° 40’ 3.91 feet, as shown
on Division of Land Survey and Acquisition Parcel Map File No. 16-11-5-38, thence
running by azimuths measured clockwise from true South:

1. 238° 40 5527 feet along the southeast side of Nuuanu
Avenue;
2. 326° 22 72.55 feet along remainders of R. P. 577, L. C.

Aw. 2937 to W. Harbottle and R. P. 301, L.
C. Aw. 272 to Joseph Booth;

3. 58° 40 44,93 fest along remainder of R. P. 301, L. C. Aw.
272 1o Joseph Booth;
4. 61° 05 6.52 feet along same and aleng R. P. 861, L. C.
Aw. 3204 fo M. Back;
5. 171° 16’ 4415 feet along Lot 3 (Map 2) of Land Court
Appiication 963;
6. 155° 30 25.00 feet along same:
7. 58° 40 27.13 feet along same:
8. 332° 20 6.66 feet aiong same to the point of beginning
and containing an area of 2,865 squars feet,
more or less.

BEING THE PREMISES ACQUIRED BY FINAL ORDER OF CONDEMNATION in favor
of CITY AND COUNTY OF HONOLULU, a municipal corporation of the State of Hawaii,
dated March 25, 1871, filed on March 25, 1971 at the Circuit Court of the First Circuit,
Civil No. 26575, recorded in Liber 7471 at Page 144.



-PARCEL SIXTH:-

All of that certain parcel of land (being partion(s) of the land(s) described in and covered
by Royal Patent Number 577, Land Commission Award Number 2937 to W. Harbottle)
situate, lying and being at Honolulu, Qahu, State of Hawaii, being PARCEL 8 and thus
bounded and described:

Beginning at the north corner of this parcel of land, and on the southeast side of Nuuanu
Avenue, the coerdinates of said point of beginning referred to Government Survey
Triangulation Station "PUNCHBOWL" being 475.47 feet south and 4,427.29 fest west,
as shown on Division of Land Survey and Acquisition Parcel Map File No. 16-11-5-38,
thence running by azimuths measured clockwise from true South:

1. 3ze° 22 45.00 feet along remainder of R. P. 577, L. C. Aw.
2937 to W. Harbottle;

2. 58° 40 31.00 feet along same;

3. 146° 22 45.00 feet along same;

4, 238° 40 31.00 feet along the southeast side of Muuanu

Avenue to the point of beginning and
containing and area of 1,395 square feet,
maore or less.

BEING THE PREMISES ACQUIRED BY FINAL ORDER OF CONDEMNATION in faver
of CITY AND COUNTY OF HONGOLULU, a municipal carporation-of the State of Hawaii,
dated March 25, 1971, filed on March 15, 1971 at the GCircuit Court of the First Circuit,
Civil No. 26575, recorded in Liber 7471 at Page 144,

-PARCEL SEVENTH:-

All of that certain parcel of land situate at Honolutu, Oahu, Hawaii, described as follows:

LOT 1, area 1,582 square feet, more or less, as shawn on Map 2, filed in the Office of
the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 983 of Bishop Trust Company, Limited.

Being land(s} described in Transfer Certificate of Title No. 142,963 issued to CITY AND
COUNTY OF HONOLULU, a municipal corporation.

PARCEL EIGHTH:-

All of that certain parcel of land situate at Honolulu, Oahu, State of Hawaii, described as
follows:

LOT 2, area 1,559 square fest, more or less, as shown on Map 2, filed in the Office of
the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 963 of Bishop Trust Company, Limited.



Being land(s} described in Transfer Certificate of Tifle No. 140,947 issued to CITY AND
COUNTY OF HONOLULU, a municipal corporation.

-PARGEL NINTH:-

All of that certain parce! of land situate at Honolulu, Oahu, State of Hawaii, described as
follows:

LGT 3, area 1,704 square feet, more or less, as shown on Map 2, filed in the Office of
the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 983 of Bishop Trust Com pany, Limited. _

Being land(s) described in Transfer Certificate of Title No. 140,946 issued to CITY AND
COUNTY QF HONOLULY, a municipal corporation,

CHINATOWN MANGR

-PARCEL FIRST:-

All of that certain parce! of land (being portion(s) of the land(s} described in and covered
by Royal Patent Grant Number 3438, Apana 2 to Alexander A. Cornoit, Royal Patent
Grant Number 1755 to Kawahauwila and Royal Patent Number 1115, Land Commission
Award Number 723 to Kawahauwila) situate, lying and being at City and County of
Honoluly, Island of Oahu, State of Hawaii, being PARCEL 1 of "KEKAULIKE PARKING
LOT REDEVELOPMENT PROJECT" and thus bounded and described:

Beginning at the east corner of this parcel of land, being also the north corer of Land
Court Application 185 (Map 1) on the southwest side of Hotel Street, the coordinates of
" said point of beginning referred to Government Survey Triangulation Station
"PUNCHBOWL" heing 444.00 feet north and 4,968.55 feet west, as shown on Division of
Land Survey and Acquisition Parcel Map File No. 18-3-1-47, thence running by azimuths
measured clockwise from true South:

1. 54 1p 25.50 feet along Land Court Application 185
(Map 1)

2. 156° 10 28.00 feet along same:

3. 68° 10 19.80 feet along same;

-4, 150° 50 27.45 feet along remainders of R. P. 1115, L.C.

Aw. 723 to Kawahauwila and Grant 1755 o
Kawahauwila;

5. - 264° 50 4410  feet along south side of River Streat:

6. 327 38 37.00 feet along the southwest side of Hotel Street

to the point of beginning and containing an
area of 1,441 square fest, more or less.



-PARCEL SECOND:-

All of that certain parcel of land situate at Honolulu, City and County of Honolulu, island
of Oahu, State of Hawaii, containing an area of 16,485.0 square feet, more or less, as
shown on Map 1, filed in the Office of the Assistant Registrar of the Land Court of the
State of Hawait with Land Court Application No. 185 of L. L. McCandless and others.

Excepting therefrom an alleyway, bounded and described as follows:

Beginning at the southeast corner on King Street, from said corner the Government
Street Monument bears by true azimuth 178° 37" 50" 123.03 feet, and running as
follows by true azimuths:

1. 248° 200 31.00 feet, along L.C.A. 813 to Hooliliamana,
owned by C.T. Wills;

2. 331° 35 1.30 fest, along L.C.A. 813 to Hooliliamana,
owned by C. T, Wills; _

3. 244° 15° 24.50 feet, along L.C.A. 852 to Kawewela, owned
by McCandless and Armstrong;

4, 314° 12 4.00 feet, along L.C.A. 852 to Kawewela, owned
by McCandless and Armstrong;

5. 242° 37 50.64 feet, along L.C.A. 852 to Kawewela, owned
by McCandless and Armstrong;

8. 157° 30 5.25 feet, along L.C.A. 606 to Kaula no Kaou,
owned by McCandless and Armstrong;

7. 67° 30 50.50 ~ feet, along Grant 63 D.P.W. owned by
McCandless and Armstrong;

8. 67° 40 27.50 feet, along L.C.A. 723 to Kawahauwila,
owned by A. A. Cornoit, Schaefer, Agent;

a. 69° 20 27.30 feet, along L.C.A. 723 to Kawahauwila,
owned by J.P. Mendonca;

10. 357° 20 6.80 feet, along King Sfreet to the initial point,
- and containing an area of 710.00 square
feet, more of less.

Being land(s) described in Transfer Certificate of Title No. 447 624 issued to CITY AND
COUNTY OF HONGLULU, a municipal carporation.

-PARCEL THIRD:-

All of that certain parcel of land {being portion of the land(s) described in and covered by
Royal Patent Number 5709, Land Commission Award 3 and 69, Apana 2 to Kaapuiki
and Kaniau no Keornailani) situate, lying and being at City and County of Honolulu,



Island of Oahu, State of Hawaii, being PARCEL 3 of "KEKAULIKE PARKING LOT
REDEVELOPMENT PROJECT" and thus bounded and described:

Beginning at the narth corner of this parcel of land, being also the northeast comer of
Land Court Application 185 (Map 1), on the southwest side of Hotel Street, the
coordinates of said point of beginning referred to Government Survey Triangulation
Station "PUNCHBOWL" being 377.27 feet north and 4,926.26 feet west, as shown on
Division of Land Survey and Acquisition Parcel Map File No. 18-3-1 -47, thence running
by azimuths measured clockwise from true South:

1. 327° 38 80.48 feet along the southwest side of Hotal
Street:
2. 72° 30 44.09 fest along R. P. 7233, L. C. Aw. 3 and 69,

Ap. 1 to Kaapuiki and Kaniau no Keomailani
and Land Court Application 749 (Map 1);

3. 147° 45 465 feet along Land Court Application 749
(Map 1);

4. 57° 4% 2.66 feet along sams;

5. 166° (9 73.95 fest along R. P. 7233, L. C. Aw. 3 and 69,

Ap. 1 1o Kaapuiki and Kaniau no Keomailani
and Land Court Application 185 (Map 1)

6. 252° N5 22.50 feet along Land Court Application 185
(Map 1} to the point of beginning and
containing an area of 2,730 square feet,
mare or less.

BEING THE PREMISES ACQUIRED BY FINAL ORDER OF CONDEMNATION in favor
of CITY AND CCUNTY OF HONOLULLU, a runicipal corporation of the State of Hawaii,
dated October 24, 1994, filad on Oclober 26, 1994 at the Circuit Court of the First
Circuit, Civili No. 92-0177-01, filed as Land Court Document No. 2195504, recorded as
Dacument No. 84-186562. :

HARBOR VILLAGE

All of that certain parcel of land situate at Kapuukalo, City and County of Honolulu, State
of Hawaii, described as follows:

LOT C, being 28,388 squara feet, as shown on map prepared by Ronald Batula, Land
Surveyor, dated July 11, 1991, approved by Department of Land Utilization, City and
County of Honolulu, on July 18, 1991, comprised of the following:



-PARCEL FIRST:-

All of that certain parce! of land situate at Kapuukolo, City and County of Honolulu, State
of Hawaii, described as follows:

LOT A-2, area 23,578 square feet, more or less, as shown on Map 3, filed in the Office
of the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 708 of Inter-Island Steam Navigation Company, Limited.

Being the land(s) described in Transfer Certificate of Title No. 5,339 issued to CITY AND
COUNTY OF HONOLULU, a municipal corporation of the State of Hawaii.

Together with a perpetual, nonexclusive easement over, across, and upon the entire
parcel of Lot A-1, area 1,369.0 square feet, more or less, as shown on Map 3, filed with
Land Court Application No. 708 of Inter-Island Steam Navigation Company, Limited, as
granted by EXCHANGE OF EASEMENTS AND CANCELLATION OF EASEMENT,
dated July 22, 1991, filed as Land Court Document No. 1850617, recorded as Document
No. 91-124964; and subject to the terms and provisions contained therain.

-PARCEL SECOND:-

All of that certain parcel of land (being portion(s) of the land(s} described in and covered
by Royal Patent 1088, Land Commission Award 170 to M. Kekuanaoa) situats, lying and
being on the westerly side of North King Street, at Kapuukolo, Honolulu, City and County
of Honolulu, State of Hawaii, being PARCEL D, heing an alley and thus bounded and
described:

Beginning at the southeast corner of this parcel of land, and an the westerly side of
North King Street, the true azimuth and distance from a Government Survey Street
Monument set at an angle in North King Street and North of Kekaulike Street being 128°
30" 30" 66.12 feet, as shown on Land Division Parcel Map File No. 7-9-2-33, and
running by azimuths measured clockwise from true South:

1. g1° 0% 73.86 feet along the northwest face of building
erected on the land owned by George K. A.
Lee and others:

2. 27° 30 14.70 feet along same and along Lot 1 (Map 1) of
Land Court Application 1132;

3. 61° 40 6.43 feet along Lot 1 (Map 1) of Land Court
Application No. 1132;

4, 134° 36’ 3.50 feet along remainder of R. P. 1088, L. C.
Aw. 170 to M. Kekuanaoa along Parcel A;

5. 263" 0% 30" 3.59 feet along remainder of R. P. 1088, L. C.
Aw. 170 to M. Kekuanaoa along Parcel B;
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8. 207° 200 30" 16.90 feet along the southeast face of building
erected on the land owned by James R.
Winston along Parcel B;

7. 241° 2T 77.27 feet along the southeast face of building
: erected on the land owned by James R.
Winston partly along Parcel B;

8. 3627 40 3.05 feet along the westerly side of North King
Street to the point of beginning and
containing an area of 308 square feet, more
or less,

BEING THE PREMISES ACQUIRED BY DEED

GRANTOR : JAMES R. WINSTON, husband of Delores J. Winston

GRANTEE : CITY AND COUNTY OF HONOLULU, a municipal
' corperation of the Territory of Hawaii

DATED : March &, 1959

RECORDED : Liber 3665 Page 328

-PARCEL THIRD:-

All of that certain parcel of land (being portion(s) of the land(s) described in and covered
by Royal Patent 1088, Land Commission Award 170 to M. Kekuanaoa) situate, lying and
being at Kapuukelo, Honolulu, City and County of Honolulu, State of Hawaii, being
PARCEL A, and thus bounded and described:

Beginning at the north corner of this parcel of lang, being also the west comer of
Parcel B, the frue azimuth and distance from the end of course 5 of Land Court
Application 708 (Map 1) being 226° 29" 30" 50.00 feet, and the coordinates of said
point of beginning referred to a Government Survey Street Monument (H.T.S.) set at an
angle in North King Street and North of Kekaulike Street being 25.38 feet north and
165.35 feet west, as shown on Land Division Parcel Map File No. 7-9-2-33, and running
by azimuths measured clockwise from true South:

1. 314° 38 51.28 feet along remainder of R.P. 1088, L.C. Aw.
170 to M. Kekuanaoa along Parcels B and
D (Alley);

2. 47° 22 46,65 feet along Lot 1 (Map 1) of Land Court
Application No. 1132;

3. 132° 20 3.05 feet along same;

4, 75° B0 2.23 feet along same;

5. 132° 5@ 46.50 feet along Lot A (Map 2) of Land Court

Application No. 708;

11



6. 226° 29 30" 50.00 . feel along same to the point of beginning
and containing an area of 2,499 square feet,
more or less.

BEING THE PREMISES ACQUIRED BY EXCHANGE DEED

GRANTOR : JAMES R. WINSTON, husband of Delores J. Winston

GRANTEE : CITY AND COUNTY OF HONOLULU, a municipal
corporation of the Territory of Hawaii

DATED ' March 19, 1959

RECORDED : Liber 3704 Page 35

Together with a perpetual, nonexclusive easement over, across, and upon the entire
parcel of Lot A-1, area 1,369.0 square feet, more or less, as shown on Map 3, filad with
Land Court Application No. 708 of Inter-Island Steam Navigation Company, Limited, as
granted by EXCHANGE OF EASEMENTS AND CANCELLATION OF EASEMENT,
dated July 22, 1991, filed as Land Court Document No. 1850617, recorded as Document
No. 81-124964; and subject to the terms and provisions contained therain.

-PARCEL FOURTH:-

All of that certain parcel of land {being portion(s) of the land(s) described in and covered
by Royal Patent 1088, Land Commission Award 170 to M. Kekuanaoa) situate, lying and
being at Kapuukolo, Honolulu, City and County of Honolulu, State of Hawaii, being
PARCEL B and thus bounded and described:

Beginning at the west corner of this parcet of land, being also the north corner of
Parcel A, the true azimuth and distance from the end of course 5 of Land Court
Application 708 {Map 1) being 226° 29" 30" 50.00 feet, and the coordinates of said
point of beginning referred to a Government Survey Strest Monument (H.T.S.) set at an
angle in North King Street and North of Kekaulike Street being 25.38 feet north and
165.35 feet west, as shown on Land Division Parcel Map File No. 7-9-2-33, and running
by azimuths measurad clockwise from true South:

1. 228° 29 307 57.34  feet along Lot A (Map 2) of Land Court
© Application 708;
2. 362° 40 56.18 feet along remainder of R.P. 1088, L.C. Aw..
170 to M. Kekuanaoa;
3. 61° 27 3.89 feet along same along the northwest side of
Alley {Parcel DY;
4. 27 20 30" 16.90 feet along same;
5. 83 05 - 3¢ 3.59 feet along same;
8. 134° 36° 47.73 feet along remainder of R.P. 1088, L.C. Aw.

170 to M. Kekuanaoa along Parcel A (o the

12



point of beginning and containing an area of
1,851 square feet, more or less.

Together with an sasement for ingress and egress purposes over, along across and
upon Parcel D, being an alley leading from the end of Course 3 of the above described
Parcel B, northeasterly to King Street between the E. C. Winstan and Lee Let Building,
as granted by DEED dated March 19, 1959, recorded in Liber 3704 at Page 95, more
particularly described therein.

BEING THE PREMISES ACQUIRED BY EXCHANGE DEED

GRANTOR : JAMES R. WINSTON, husband of Delores J. Winston

GRANTEE : CITY AND COUNTY OF HONOLULU, a municipal
corporation of the Territory of Hawai

DATED : March 18, 1859

RECORDED : Liber 3704 Page 95

Together with a perpetual, nonexclusive easement over, across, and upon the entire
parcel of Lot A-1, area 1,369.0 square feet, more or less, as shown on Map 3, filed with
Land Court Application No. 708 of Inter-Island Steam Mavigation Company, Limited, as
granted by EXCHANGE OF EASEMENTS AND CANCELLATION OF EASEMENT,
dated July 22, 1991, filed as L.and Court Document No. 1850617, recorded as Document
No. 81-124964; and subject to the terms and provisions contained therein.

~PARCEL FIFTH:-

All of that certain parcel of land (being partion(s) of the land(s) described in and covered
by Royal Patent 1088, Land Commission Award 170 to M. Kekuanaoa) situate, lying and
being at Kapuukolo, Honolulu, City and County of Hanolulu, State of Hawaii, being
PARCEL 1 and thus bounded and described:

Beginning at the west comer of this parcel of land, being also the south corner of Lat A-1
(Map 3) of Land Court Application No. 708, the coordinates of said point of beginning
referred to Government Survey Triangulation Station “PUNCHBOWL” being 283.86 feet
north and 5,227.55 feet west, as shown on Division of Land Survey and Acquisition
Parcel Map File No. 17-10-7-25, and running by azimuths measured clockwise from true
South:

1. 226° 29 30" 4,03 feet along Lot A-1 (Map 3) of Land Court
Application No. 708;

2, 352° 40 47.29 feet along remainder R.P. 1088, L.C. Aw.
170 to M. Kekuanaoa;

3. 61° 27 3.49 feet along same:

4, 172° 40 46.18 feet along River-Nimitz Housing Project to

the point of beginning and containing an
area of 152 square feet, more or less.

13



BEING THE PREMISES ACQUIRED BY WARRANTY DEED

GRANTOR

GRANTEE

DATED

RECCRDED

KANOA APARTMENTS

JAMES THEODORE WINSTON, husband of Linden Proden
Winston, MARGARET PATRICIA WINSTON, unmarried,
SUSAN RAE WINSTON NOBLE, wife of John Raymond
Noble, LINDA KAY WINSTON ROBINSON, wife of David
Kirk Robinson

CITY AND COUNTY OF HONOLULU, a municipal
corporation of the State of Hawaii

July 22, 1891
Dacument No. 91-124963

1

All of that certain parcel of land (being portion(s) of the land{s) described in and covered
by Royal Patent Number 401, Land Commission Award Number 8305, Apana1 to
P. Kanoa) situate, lying and being at Kainapuaa, Kapalama, Honolulu, City and County
of Honolulu, State of Hawaii, and thus bounded and described:

Beginning at an iron pin at the west corner of this piece of land, and on the northeasterly
side of Kanoa Street, the coordinates of said point of beginning referred to Government
Survey Triangulation Station “Kalaspohaku” being 2,354.08 feet south and 1,844.20 feet
west, and running by true azimuths measured clockwise from South:

1.
2.

236°
257°

325°

320°

52°
142°
57°
56°

146°

24
51

o1

45

20
(153

09’

33"

24’

307

307

30°

137.07
89.49

50.70

14.25

59.07
5.58
53.74
109.20

95.47
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feet to an iron pin;
fesl to an iron pin;

feet along R. P. 157, L. C. Aw. 8564 to 7.
Kaauwai to an old pipe;

feet along R. P. 157, L. C. Aw. 8564 to Z.
Kaauwai to an iron pipe;

feet to an iron pin;

feet to an old pipe;

feet ta an “>"cut in tile wall;

feet to an "> cut in tile wall;

feet along the northeasterly side of Kanoa

Street to the paint of beginning, containing
an area of 20,000 square feet, more or less.



BEING THE PREMISES ACQUIRED BY DEED

GRANTOR : RONALD Y. C. YEE, trustee for the creditors and members
of HCHA MODEL CITIES HOUSING DEVELCPMENT
CORPORATION, a Hawaii nonprofit corporation

GRANTEE X HONOLULU REDEVELOPMENT AGENCY, an agency of
the City and County of Honolulu, State of Hawaii

DATED : June 26, 1972

RECORDED : Liber- 8777 Page 465

REDESIGNATION OF HONOLULU REDEVELOPMENT AGENCY AS CITY AND
COUNTY OF HONOLULU dated December 24, 1975, recorded in Liber 11175 at
Page 325.

KULANA NANI APARTMENTS

All of that certain parcel of tand situate Heeia, District of Koolaupoko, City and County of
Honolulu, State of Hawaii, described as follows:

LOT 1260-B, area 185,699 square feet, mare or less, as shown on Map 105, filed in the
Ofiice of the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 1100 of the Trustees under the Will and of the Estate of Bernice Pauahi
Bishop, deceased.

Being the land(s) described in Transfer Cerdificate of Title No. 941,124 issued to CITY
AND COUNTY OF HONOLULU, a municipal corporation of the State of Hawaii,

MANOA GARDENS

Al of that certain parcel of land (being portion(s) of the land(s) described In and covered
by Grant 643 to C. Kanaina and Land Commission Award 8559 Apanas 9 and 10 to C,
Kanaina) situate, lying and being at Manoa Valley, Honolulu, City and County of
Honolulu, State of Hawaii, being LOT 2 and thus bounded and described:

Beginning at the south corner of this parcel of land, on the northwest corner of Kahaloa
Drive, the coordinates of said point of beginning referred to Government Survey
Triangulation Station "AKAKA" being 2,146.36 feet south and 1,767.11 feet west, as
shawn on Division of Land Survey and Acquisition Parcel Map File No. 18-3-1-54, and
running by azimuths measured clockwise from true South:

1, 127° 52 38.69 feel along the northeast side of Kahaloa
Drive Extension;

2. Thence along same, on a curve to the right with a radius of 20,00 feet, the chord
azimuth and distance being 172° 52' 28.28
feet;

3. 127° 52 44.00 feet along same;
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10.
11.

12.

Thence still along same, on a curve to the right with a radius of 20.00 fest, the

127°

52'

12.56

chord azimuth and distance being 82° 52’
28.28 feet;

feet aleng same;

Thence along remainders of Grant 843 to C. Kanaina and Land Commission

226°
136°
228°
136°
226°

308°

)
0o’
oo
oo
oo
17

121.45
277.75
146.00
40.00

271.51

30"

Award 8559 Apanas 9 and 10 to C.
Kanaina, on a curve to the right with a
radius of 10.00 feet, the chord azimuth and
distance being 176" 56" 15.11 feet;

feet along same;

feet along same;

feet along same;

feet along same;

feet along same;

39576 feetalong same;

Thence along Grant 40 to Napuaa along the middle of Manoa Stream for the next seven

13.
14.
15.
18.
17.
18.
19.

84°
92°
45°
18°
318°
13°

29°

0e'
28'
25'
30
20
57'
42’

50"

50"

.2?.55
88.98
25.20
35.00
26.00
30.69

115.35

(7) courses, the direct azimuths and
distance on said middle of stream being:

feef;
feet;
feet;
feet;
feet;
feet;

feef;

Thence along Lots 7 and & (Map 3) of Land Court Applicaticn 887 and Lot 2 (Map 1) of

20.

31°

21

157.20
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Land Court Consolidation 163 along the
middle of Manoa Stream, the direct azimuth
and distance on said middle of stream
being:

feet;



Thence along Lot 2 (Map 1) of Land Court Consolidation 163 a[dng the middle of Manoa
Stream, the direct azimuth and distance on
said middle of steam being: '

21. 39 18 30" 64.05 feet;

Thence along Grant 44 to Elemakule along the middle of Manoa Stream, the direct
azimuth and distance on said middle of steam being:

22. 37 19 93.18 feet to the point of beginning and containing
an area of 4,168 acres.

Said above described parcel of land having been acguired by CITY AND COUNTY OF
HONOLULUY, by FINAL ORDER OF CONDEMNATION of the TRUSTEES UNDER THE
WILL AND-OF THE ESTATE OF BERNICE P. BISHOP, deceased, dated May 26, 1955,
recorded in Liber 2978 at Page 192,

MARIN TOWER

All of that certain parcel of land situate at Honolulu, City and County of Honolulu, State
of Hawaii, described as follows:

LOT A, being 44,697 square feet, more or less, as shown on map dated November 26,
1991, approved by the Department of Land Utilization, City and County of Honoluly, on
January 8, 1992, comprised of the following:

-PARCEL FIRST:-

All of that cerfain parcel of fand situate at Honolulu, City and County of Honolulu, State
of Hawaii, described -as follows:

LOT 1-C-2, area 504 square feet, more or less, as shown on Map 4, filed in the Office of
the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 910 of The Liberty Bank of Honolulu.

Being land(s) described in Transfer Certificate of Title No. 67,666 issued to CITY AND
COUNTY OF HONOLULU, a municipal corpeoration.

-PARCEL SECOND:-

All of those certain parcels of land situate at Honolulu, City and County of Honoluluy,
State of Hawaii, described as follows:

LOT 1-D, area 982 square feet, more or less, as shown on Map 3, filed in the Office of
the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 910 of The Liberty Bank of Honolulu; and

LOTS: A-1-B, area 187 square feet, more or less, and

B-2-B, area 11 square feet, more or less, as shown on Map 3, filed in the
Office of the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 1077 of Lee Ong.
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Being land(s) described in Transfer Certificate of Title No. 66,423 issued to CITY AND
COUNTY OF HONOLULU, a municipal corporation.

-PARCEL THIRD:-

All of those certain parceis of land situate at Honalulu, City and County of Honolulu,
State of Hawaii, described as follows:

LOTS: A-1-A-2, area 93 square feet, mare or less, and

B-2-A-2, area © square feet, more or less, as shown cn Map 4, filed in the
Office of the Assistant Registrar of the Land Court of the State of Hawalii with Land Court
Apgplication No. 1077 of Lee Ong.

Being land(s) described in Transfer Certificate of Title No. 67,667 issued to CITY AND
COUNTY OF HONQLULU, a municipal corporation.

PARCEL FOURTH:-

All of those certain parcels of land situate at Honolulu, City and County of Honolulu,
State of Hawaii, described as follows:

LOT 2, ared 2,035 square feet, more or less, as shown on Map 2, filed in the Office of
the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 810 of The Liberty Bank of Honofulu; and

LOTS: A-2, area 434 square feet, more or less, and

B-3, area 2,220 square feet, more or less, as shown on Map 2, filed in the
Office of the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 1077 of Lee Ong.

Being land(s) described in Transfer Certificate of Title No. 67,166 issued to CITY AND
COUNTY OF HONOLUILU, a municipal corporation.

" PARCEL FIFTH:-

All of that certain parcel of land (being portion(s} of the land(s) described in and coverad
by Royal Patent 47, Land Commission Award 90 to K. Montgomery) situate, lying and
being on the Southeast side of Maunakea Street between Queen and King Streets, at
Honolulu, City and County of Honolulu, State of Hawaii, being PARCEL 7 and thus
bounded and described:

Beginning at the west corner of this parcel of land, and on the southeast side of
Maunakea Streef, the frue azimuth and distance fram a Government Survey Strest
Monument near the north corner of King and Maunakea Streets being 43° 33’ 40" 169.00
feet and coordinates of said Street Monument referred to Government Survey
Triangulation Station "PUNCHBOWL” being 124.63 feet south and 4,924.84 feet west
and running by azimuths measured clockwise from true South:
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1. 237° 15 44.01 feet along the southeast side of Maunakea

Street;

2. 330° A2 11.49 feet along remainder of R. P. 47, L. C. Aw,
80 to K. Montgomery;

3. 331° 57 30" 30.82 feet along same;

4, 328° 19 30" 989 feet along same;

5. 65> 06 13.10 feet along Lot B-1 of Land Court Applicatian
1077 (Map 2);

8. 56° 24 17.10 feet along same;

7. 86" 24 12.05 feet along Lat B-3 of Land Court Application
1077 (Map 2); '

8. 148° 01 50.54 feet along remainder of R. P. 47, L. C. Aw.

90 to K. Montgomery to the point of
beginning and containing an area of 2,189
square feet, more or less,

Said above described parcel of Jand having been acquired by THE CITY AND COUNTY
CF HONOLULU, a municipal corporation, by FINAL ORDER OF CONDEMNATION
dated April 15, 1957, filed in the Circuit Court of the First Judicial Circuit, on April 18,
1957, State of Hawaii, Civil No. 1181, recorded in Liber 3256 at Page 21.

PARCEL SIXTH:-

All of that certain parce! of land (being portion(s) of the iand(s) described in and covered
by Royal Patent Grant 1615, Land Commission Award 217, Apana 1 to F. Manini and a
portion of Rayal Patent Grant 47, Land Commission Award 90 to K. Mantgomery)
situate, lying and being on the northeast side of Maunakea Strest between Queen and
King Streets, at Honolulu, City and County of Honolulu, State of Hawaii, being
PARCEL 6 and thus bounded and described:

Beginning at the north corner of this parcel of land on the northeast side of Maunakea
Street, the true azimuth and distance from a Government Survey Street Monument
being the north corer of Maunakea and King Strests being 43° 33’ 40” 169.00 fael, and
the coordinates of said street monument referred to Government Survey Triangulation
Station "“PUNCHBOWL" being 124.63 feet south and 4,924 .64 feet west and running by
azimuths measured clockwise from true South:

1. 329° o1 50.94 feet;

2. 58° 42 25.70 feet along the northwest boundary of Lot B-
3 of Ld. Ct. App. 1077;

3. 48° 2 9.80 feet along same;
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4, 148° 48 0.69 fest along the northeast boundary of R.P,
_ 1614, L. C. Aw. 217, Ap. 2to A, J. and G.

Manini;
5. 68° 04’ 58.99 fest along same;
8. 148° 45 45.73 feet along same;
7. 237° 15 94.49 feet along the northeast éide of Maunakea

Street to the point of beginning and’
containing an area of 4,624 square fest.

Said above described parcel of fand having been acquired by THE CITY AND COUNTY
OF HONOLULU, a municipal corporation, by FINAL CRDER OF CONDEMNATION
dated September 17, 1956, filed in the Circuit Court of the First Judicial Gircuit, on
September 17, 1956, State of Hawaii, Civil No. 1112, recorded in Liber 3165 at
Page 215.

PARCEL SEVENTH:-

All of that certain parcei of land (being portion(s) of the land(s) described in and covered

by Royal Patent Grant 1080, Land Commission Award 810, Apana 2 to F. R. and J.

Jones) situate, lying and being on the northwest side of Smith Sireet between Queen

and King Streets, at Honolulu, City and County of Honoiulu, State of Hawaii, being
PARCEL 3 and thus bounded and described:

Beginning at the east comer of this parcel of land on the northwest side of Smith Street,
the coordinates of said point of beginning referred to Government Survey Triangulation
Station "PUNCHBOWL" being 400.87 feet south and 4,986.54 feet west, and running by
azimuths measured clockwise from true South:

1. 6o° 14 121.27 feet along the northwest side of Smith
Street;

2. 150° 14 73.41 feet;

3. 241° 20 118.98 feet along the east boundary of R.P. 1614,

L.C. Aw. 217, Ap. 2 ta A.J. and G. Manini:

4, 328° 24 20.43 feet along the south boundary of lots B-3
and A-2 of Ld. Ct. App. 1077;

5. 328° 22 50.75 feet along the south boundary of Lot 2 of Ld.
Ct. App. 910 to the point of beginning and
containing an area of 8,680 square feet,
more or less.

Said above described parcel of land having been acquired hy THE CITY AND COUNTY

OF HONOLULU, a municipal corporation, by FINAL ORDER OF CONDEMNATION
dated November 30, 1957, filed in the Circuit Court of the First Judicial Circuit, on
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November 30, 1957, State of Hawaii, Civil No. 1114, recorded in Liber 3354 at
Page 243.

PARCEL EIGHTH:-

All of that certain parcel of land {being portion{s) of the land(s) described in and coverad
by conveyed 1o the Hawailan Government by Paulo F. Manini (Heirs of) by deed dated
February 17, 1847 and recorded in Liber 102 at Page 401 {Land Office Daed 4)) situate,
lying and being at Honolulu, City and County of Honolulu, State of Hawali, being
PARCEL 1 and thus bounded and described:

Beginning at the northeast corner of this parcel of land, at the west corner of Central
Business Off-Street Parking Lot and on the south side of Maunakea Sireet, the
coordinates of said point of beginning referred to Government Survey Triangulation
Station “PUNCHBOWL” being 357.10 feet south and 5,212.26 feet west, thence running
by azimuths measured clockwise from true South:

1. 340° 44 152.23 feet along Central Business Off-Streot
Parking Lot:
2, Thence along the north side of Smith Strest on a curve to the right with a radius

of 120.00 feet, the chord azimuth and
distance being:

88° 40 56  16.03 fest;
3. Thence alang the north side of Smith Street an a curve to the right with a radius

of 30.00 feet, the chord azimuth and
distance being:

99° 42 10" 27.42 feet;
4, 160° 44’ 126.45 feet along the northeast side of Nimitz
Highway, Federal Aid Urban Project FU
44(5);
5. Thence along the south side of Maunakea Street on a curve to the right with a

radius of 110.00 feet, the chord azimuth and
distance being:

230° 07 12" 27.31 feet;
6. 237° 15 14.85 feet along the south side of Maunakes
Street to the point of beginning and

containing an area of 5,793 square feet,
more or less.
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BEING THE PREMISES ACQUIRED BY EXCHANGE DEED AND AGREEMENT TO
EXCHANGE

GRANTOR : STATE OF HAWAIIL, by its Board of Land and Nafural
Resources

GRANTEE . CITY AND COUNTY OF HONOLULU, a municipal
corporation of the State of Hawaii

DATED : February 11, 1981

RECORDED : Document No. 81-019062

PARCEL NINTH:-

All of that certain parcel of land (being portion of the land conveyed fo the Hawatian
Government by Paulo F. Manini (Heirs of) by deed dated February 17, 1847 and
recorded in Liber 102 at Page 401 (Land office Deed 4), all of Grant 4868 to Mrs. A. E.
Cunha, Grant 4867 to E. S. Cunha, land conveyed to E. S. Cunha by the Territory of
Hawaii by deed dated June 10, 1901 and recorded in Liber 223 at Page 258 (Land
Office Deed 4501), portions of Royal Patent 1613, Land Commission Award 217, Apana
3 to Cruz Manini and Rovyal Patent 1614, Land Commission Award 217, Apana 2 to
Antoinette, John and George Manini conveyed to the Termitory of Hawaii by Honolulu
fron Works Co. by deed dated April 29, 1908 and recorded in Liber 299 at Page 424
(Land Office Deed 1164), portion of Rayal Patent 1080, Land Commission Award 810,
Apana 2 to Francis, Rosalie and John Jones conveyed to the Territory of Hawaii by
Constantina P. N. Gillijand, et al. by deed dated May 29, 1817 recorded in Liber 472 at
Fage 456 (Land Office Deed 1819)) situate, lying and being at Honolulu, City and
County of Honolulu, State of Hawaii, being PARCEL 2 and thus bounded and described:

Beginning at the southeast corner of this parcel of land and on the north side of Smith
Street, the coordinates of said point of beginning referred to Government Survey
Triangulation Station “PUNCHBOWL" being 461.00 feet south and 5,091.73 feet west,
thence running by azimuths measured clockwise from true South:

1. a0° 14 71.12 feet along the north side of Smith Street;

2. Thence afong the north side of Smith Street on a curve to the right with a radius
of 120.00 feet, the chard azimuth and
distance being:

§2° 32 33" 9.67 feet;

3. 160° 447 152.23 feet along the remainder of Deed: Paulo F.
: Manini (Heirs of) to the Hawaiian
Government dated February 17, 1847 and

recorded in Liber 102 at Page 401;

4, 237° 1% 109.00 feet along the south side of Maunakea
Street; : .
5. 328° 4% 45.60 feet along R.P. 1615, L.C. Aw, 217, Ap. 1 to
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Frank Manini:

6. 24z2° 04 58.90 feet along R.P. 1615, L.C. Aw. 217, Ap.1to
Frank Manini;

7. 328° 48 39.98 fest along Lot B-3 as shown on Map 2 of
Land Court Application 1077:

8. 81° 20 116.81 feet along the remainder of R.P. 1080, L.C.
Aw. 810, Ap. 2 to Francis Rosalie and John
Jonas;

9. 330° 14 73.51 feet along the remainder of R.P. 1080, L.C.

Aw. 810, Ap. 2 to Francis, Rosalie and John
Jones to the point of beginning and
containing an area of 16,939 square feet,
more or less.

BEING THE PREMISES ACQUIRED BY FXCHANGE DEED AND AGREEMENT TO
EXCHANGE

GRANTOR ; STATE OF HAWAII, by its Board of Land and Natural

Resources

GRANTEE : CITY AND COUNTY OF HONGCLULU, a municipal
corparation of the State of Hawaii

DATED : February 11, 1891

RECORDED : Document No. 21-019062

PAUAHI HALE

All of that certain parcel of land (being portion(s) of the land(s} described in and covered
by Royal Patent 5597, Land Commission Award 70, Apana 1 to Waiaha) situate, lying
and being at Honolulu, Oahu, State of Hawali, being LOT 2, PAUAH! HALE and thus
bounded and described as per survey dated April 13, 2012:

Beginning at the west comer of this parce! of land, the same being south corner of Lot A,
Hale Pauahi and on the northerly side of Pauahi Street, the coordinates of said point of
beginning referred to Government Survey Triangulation Station “PUNCHBOWL” being
345.32 feet north and 4,490.09 feet west and thence running by azimuths measured
clockwise from true South:

1. 244° 59 93.08 feet along Lot A, along the remainder of
R.P. 5597, L.C.Aw. 70, Ap. 1 to Waiaha;

2. 331° 37 69.11 feet along Lot A, along the remainder of
: R.P. 5597, L.C. Aw. 70, Ap. 1 to Waiaha:

3. 61° a0 87.75 feet along Lot A, along the remainder of
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10.

11.

12.

R.P. 5597, L.C.Aw. 70, Ap. 1 to Waiahz;

4, 147° 3¢ 74.42 feet along the northerly side of Pauahi
Street fo the point of begibning and
containing an area of 6,467 square feet,
more or less.

BEING THE PREMISES ACQUIRED BY DEED

GRANTOR o Y. WA CHINN, husband of Shinn Kam Sun Chinn
GRANTEE : THE CITY AND COUNTY OF HONOLULU, a municipal
corporation of the State of Hawaii

DATED : June 30, 1975
RECCRDED : Liber 10841 Page 393
WESTLAKE APARTMENTS

All of that certain parcel of land siluate at Moanalua, Honolulu, City and County of
Honolulu, State of Hawaii, described as follows:

LOT 3268, area 77,620 square feet, more or {ess, as shown on Map 415, filed in the
Office of the Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application Number 1074 of the Trustees under the Will and of the Estate of Samuel M.
Damon, deceased;

Together with the right in the nature of an easement for the free flowage of surface
watsrs over and across Easement "665", as shown on Map 371, as thraugh, under, and
across Easement "843" as shown on Map 469, of said Application;

Being the land(s) described in Transfer Certificate of Title No. 262,236 issued to CITY
AND COUNTY OF HONQLYULU, a municipal corporation of the State of Hawaii, by and
through its Department of Housing and Community Development.

WEST LOCH VILLAGE

All of that certain parcel of land situate at Honouliuli, District of Ewa, City and County of
Honolulu, State of Hawaii, described as follows:

LOT 13863, area 6.607 acres, more or less, as shown on Map 1059, filed in the Office of
the. Assistant Registrar of the Land Court of the State of Hawaii with Land Court
Application No. 1068 to the Trustees under the Will and of the Estate of James
Campbell, deceased.

Being a portion of the land(s) described in Transfer Certificate of Titls No. 609,035
issued to CITY AND COUNTY OF HONOLULU, a municipal corporation.

WINSTON HALE
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All of that certain parcel of land (being poriion(s) of the land(s) described in and covered
by Royal Patent Grant Number 1303 to William L. Lee; Royal Patent Grant Number 3164
to J. Kakina and Royal Patent Numbers 7233 and 7281, Land Commission Awards 3
and 69, Apana 2 ta Enoka and Mileka Keomailani) situate, lying and being at City and
County of Honolulu, Island of Oahu, State of Hawaii, and thus bounded and described:

Beginning at the south corner of this parcel of land, on the northeast side of Hotel Street,
the coordinates of said point of beginning referred to Government Survey Triangulation
Station “PUNCHBOWL” being 335,53 feet north and 4,841.86 feet west as shown on
Division of Land Survey and Acquisition Parcel Map File No. 17-10-6-1 8, thence running
by azimuths measured clockwise from the true South:

1. 147° 3§ 124.56 feet along the northeast side of Hotel Street;

2. Thence along the east carner of Hotel and River Streets, of a curve to the right
' with a radius of 30.00 feet, the chord
azimuth and distance being:

205° 0% 1" 50.56 Tfeet;

3. Thence along the south side of River Street, on a curve to the left with a radius of
1,226.00 feet, the chord azimuth and
distance being;

260° 53 59" 67.07 faet;

4, 348° 32 49.80 feet along remainder of Grant 1303 to
William L. Leg;

5. 274° o2 55.10 feet along Grant 1303 to William L. Lee;

8. 318° 05 1.45 feet along same;

7. 333* 59 80.61 feet along Lot A-1 (Map) of Land Court
Application 955;

8. | 64° 39 31.15 feet along same;

9. 64° 50 94.16 feet along RP. 1033, L.C. Aw. 100 to

Hoomoeapule to the point of beginning and
containing an area of 16,740 square feet,
more or less,
BEING THE PREMISES ACQUIRED BY DEED
GRANTOR : JAMES REWICK WINSTON, Trustee under LMrecorded
Revocable Living Trust Agreement dated April 28, 1978,
made by James Rewick Winston, Settlor
GRANTEE : CITY AND COUNTY OF HONQLULU

DATED o March 13, 1981

25



RECORDED ; Liber 15408 Page 269
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- EXHIBITS B-1 THROUGH B-8
LLEASES AND ADDENDA

[TO BE ATTAGHED]



EXHIBIT C-1

LIST OF LEASES AND CONTRACTS TO BE ASSIGNED

[All leases, contracts, service agreements and other third-party agreements for each
Project approved by Buyer pursuant to Section 3.7 of Purchase and Sale Agreement that are
nat terminated as of the Closing Date.]



EXHIBIT C-2

ASSIGNMENT OF LEASES AND CONTRACTS

THIS ASSIGNMENT OF LEASES AND CONTRACTS (this “Assignment”) is made as
of . 2012, by and between the CITY AND COUNTY OF HONOLULU, a municipal
corporation of the State of Hawai'i {the “City*), and ,

a (“Assighes”),
RECITALS:
A Concurrently with the delivery of this Assignment, the City has leased to

Assignee and Assignes has leased fram the City that certain property more particularly
described in  Exhibhit A atiached hereto and incorporated  herein, located at
(the “Project”) pursuant to that cerfain Purchase and Sale Agreement
dated » 2012 {the "Purchase Agreement”).

B. The City had retained a property manager (the “Property Manager®) for the
operations, repair and maintenance of the Project. The City and/or the Property Manager (on
behalf of the City) may have entered into certain leases, contracts, service agreements and
other third-party agreements for the Project. For purposes of this Assignment, the City and
Property Manager shail sometimes be collectively referred to as “Assignor’. '

C. Pursuant to the Purchase Agreement, Assignor is to assign to Assignee and
Assignee is to assume certain rights and obligations under certain leases, contracts, service
agreements and other third-party agreements for the Project as more fully described on
Exhibit B attached hereto and incorporated herein (the “Leases and Contracts”).

NOW, THEREFORE, for good and valuable consideration, the receipt and adequacy of
which are hereby acknowledged, Assignor and Assignee agree as follows:

ARTICLE [

ASSIGNMENT OF LEASES AND CONTRACTS

1.1 Assignment and Assumption of Leases and Contracts. As of the Effective

Date, as defined in Section 1.3 below, Assignor hereby assigns to Assignee all of Assignor's
right, title and interest, if any, in and to the Leases and Contracts. Assignee hereby accepts the
foregoing assignment of the Leases and Contracts. The City hereby covenants with Assignes
that Assignor has good right to sell and convey said Leases and Contracts; that said Leases
and Contracts are free and clear of and from any liens or encumbrances, except as set forth in
Exhibit "A” hereto; and that the City will WARRANT AND DEFEND the same unto Assignee,
and its successars and assigns, against the lawful claims and demands of al| persons, except
as aforesaid. :

1.2 Assumption of [ eases and Contracts. As of the Effective Date, Assignee
hereby accepts the foregoing assignment and assumes the Leases and Contracts and agrees
to timely keep, perform and discharge all of the obligations of the Assignor under the Leases
and Contracts that accrue from and after the Effective Date. Assignee is not assuming any
confracts relating to the Project not identified on Exhibit B.




1.3  Effective Date. The “Effective Date” of this Assignment shall be the date that
Assignee acquires the Lease for the project use component of the Project.

1.4 Indempification. The City shall indemnify, protect, defend and hold Assignee
harmiess from all losses, demands, damages, claims, liabilities, demands, costs, expenses and
offset rights, including, without limitation, reasonable attorneys’ fees arising out of any failure of
Assignor to so keep, perform and discharge all of the obligations of the lessor and/or owner
under the Leases and Contracts that arose or were incurred or accrued prior to the Effective
Date. Assignee shall indemnify, protect, defend and hold Assignor harmless from afl losses,
demands, damages, claims, liabilities, demands, costs, expenses and offset rights, including,
without limitation, reasonable attorneys’ fees arising out of any failure of Assignee to so keep,
perform and discharge all of the obligations of the lessor and/or owner under the Leases and
Contracts that accrue from and after the Effective Date.

ARTICLE Il
MISCELLANEOUS

2.1 Attarneys’ Fees. In the event of any action between Assignor and Assignee
seeking enforcement of any of the terms and conditions to this Assignment, the prevailing party
in such action, whether by fixed judgment or settlement, shall be entitied to recover, in addition
to damages, injunctive or other relief, its actual costs and expenses, including, but not limited to,
reasonable atforneys’ fees, court costs and expert witness fees. .

2.2 Inurement. This Assignment shall inure to the benefit of Assignor and Assignes,
and their respective heirs, assigns and successors in interest.

2.3 GCounterparts. This Assignment may be signed by the parties in muitiple
counterparts, all of which taken together shall be deemed to constitute one and the same
instrument which shall be binding on all parties.

2.4 Governing Law. This Assignment shall be governed by and co.nstrued in
accordance with the iaws of the State of Hawai'i.

[SIGNATURES APPEAR ON NEXT PAGE]



IN WITNESS WHEREOQF, the parties have executed this Assignment as of the day and
year first above written.

APPROVAL RECOMMENDED: CITY AND COUNTY OF HONOLULU,
a municipal corporation of the State of Hawai'i

By Department of Budget and Fiscal Sarvices

Department of Community Services

By
Name:
APPROVED AS TO FORM AND LEGALITY: Title:
Ilcitylj
Deaputy Corporation Counsel
a
By
Name:
Title:
By
Name:
Title:
‘Assignee”



EXHIBIT A
TO
EXHIBIT C-2

[PROJECT OR CONDOMINIUM UNIT LEGAL DESCRIPTION]

[TO BE ATTACHED]



EXHIBIT B
TO
EXHIBIT C-2

[LEASES AND CONTRACTS]

[TO BE ATTACHED]



EXHIBIT D-1
LIST OF PERSONAL PROPERTY AND EQUIPMENT TO BE TRANSFERED

[All personal property and equipment owned by the City, located at each Project and used in
connection with the operation of such Project. Such items to be identified by the City during the
Due Diligence Period specified in the Purchase and Sale Agreement, as may be amended prior
to Closing, and may include computers, printers, janitorial equipment and supplies, maintenance
equipment and supplies, and yard maintenance equipment and supplies.]



EXHIBIT D-2
- BILL OF SALE

THIS BILL OF SALE (this “Bill of Sale”) is made and entered into effective as of the

day of » 2012, by and between the CITY AND COUNTY OF
HONOLULY, a municipal corporation of the State of Hawaii (the “City”), and
, a (“Buyer”).

o e ——— L, D2

WHEREAS, the City has agreed to convey to Buyer, and Buyer has agreed to accept
from the City, all of the City's right, title and interest, if any, in and to the personal property
described in Exhibit A attached hereto and made a part hereof (the “Personal Property™). Any
items, accounts, reserves, or tangible or intangible property not listed on the attached Exhibit A
shall not be included in the Personal Property transferred herain,

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and intending to be legally bound hereby, the City and Buyer
agree as follows:

1. The City hereby sells, assigns and ftransfers {o Buyer all of the Personal
Property.

2. The City covenants with Buyer that the City is the lawful owner of such proparty
and has good right to self and convey the same; that said property is free and clear of and from
all liens and encumbrances except as set forth in Exhibit "A" hereto; and that the Cily wilt
WARRANT AND DEFEND the same unto Buyer, and its successors and assigns, against the
lawful claims and demands of all persons, except as aforesaid.

3. Except as aforesaid, Buyer acknowledges that the City has made no
representations or warranties regarding the Personal Property including, without limitation, the
state of repair of the Personal Property, and Buyer hereby agrees to accept the Personal
Property in “AS IS” condition. _

4, This Bill of Sale shall be binding upon and inure to the benefit of the successors
and assigns of Buyer and the City.

5. This Bill of Sale shall be governed by, interpreted under, and construed and
enforceable in accordance with, the laws of th_e State of Hawai'i.

[SIGNATURES APPEAR ON NEXT PAGE]



IN WITNESS WHEREQF, the Cily and Buyer have executed and delivered this Bill of

Sale as of the date first set forth above.

APPROVAL RECOMMENDED:

Department of Community Services

APPROVED AS TO FORM AND LEGALITY:

Deputy Corperation Ceounsal

CITY AND COUNTY OF HONOLULUD,
a municipal corporation of the State of Hawai'i

By Department of Budget and Fiscal Services

By

Name:
Title:

“City”

By

Name:
Title:

Néme:
Title:

“Buyeyr”






EXHIBIT A
70
EXHIBIT D-2

[LIST OF PERSONAL PROPERTY AND EQUIPMENT ATTACHED TO THE BILL OF SALE]

[TO BE ATTACHED]



EXHIBIT E
SECTION 5.6 HOME RESTRICTIONS

LAND COURT SYSTEM

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
;
) REGULAR SYSTEM

AFTER RECORDATION, RETURN BY: MAIL (XX) PICK-UP ()

Department of Community Services

713 South King Street, Suite 311

Honclulu, Hawzii 86813

Attention: Community-Based Development Division

TITLE OF DOCUMENT:

USE RESTRICTION AGREEMENT: [Project Name]

PARTIES TO DOCUMENT:

CITY AND COUNTY OF HONOLULU
, 8 Hawaii

PROPERTY DESCRIPTION:

See Exhibit A

TAX MAP KEY NO.:




USE RESTRICTION AGREEMENT
HOME PROGRAM

[PROJECT NAME]

THIS USE RESTRICTION AGREEMENT (this “Agreement”) is between the CITY AND
COUNTY OF HONOLULU, a municipal corporation of the State of Hawaii, the principal place of
business and mailing address of which is Honolulu Hale, 530 South King Street, Honolulu,
Hawaii 96813 (“City™), and .
a , with an office address of
Hawaii 96____ ("Lesses”).

RECITALS:

The City and Lessee have agreed to provide for the operation of an affordable rental
housing complex targeted to extremely low to lower income family households on certain property
in , identified as Tax Map Key : and more particularly
described in Exhibit A attached hereto and made a pait hersof (the “Project”).

The Project is leased by the City to Lessee pursuant o a Lease datad ,
made the City, as lessor and Lessee, as lessee (the “Lease”). Said Lease is recarded in
of the State of Hawaii as Document No.

The parties intend that the Lessee will operate the Project as an affordable rental housing
complex targeted in part ta exiremely low to lower income family househalds.

The City used HUD HOME Program funds in developing the Project. As a
consequence, the Project is subject to certain HOME affordability requirements set forth in the
Lease, the Cranston-Gonzalez National Affordable Housing Act, 42 USC 1270, et seq., and
24 Code of Federal Regulations ("CFR”), Part 92 {collectively, the "HOME Reguirements”).

Lessee’s use of the Project must be in compliance with said HOME Requirements for
the Term hereinafter set forth.

Now, thersfore, in consideration of the sum of Ten Doliars {$10.00} and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto, for themselves and for their respective successars and assigns, hereby agree as
follows:

1. Term; Automatic Termination. This Agreement shall be effective from the date
this Agreement is executed until (the “Term”). Upon the expiration of the Term,
this Agreement shall automatically terminate and be of no further force and effect.

2, Use Agreement. For the Term of this Agreement, Lessee agrees to comply with
the HOME Requirements. Without Iimiting the generality of the foregoing, Lessee shall
designate and maintain of the residential units in-the Project as “HOME-Assisted Units”,
subject to HOME program income, rent restrictions and income affordability requirements. Of
the HOME-assisted units, twenty percent (20%) of the units { units) will be affordable
to househoids with income at or below fifty percent (50%) of the area median income as dsfined




by HUD and adjusted for family size ("AMI"). Eighty percent (80%) of the units { units)
will be affordabie to househalds at or below sixty percent (60%) of AMI. However, if the rents
calculated based on AMI are greater than the Fair Market Rents ("FMR"} as established by
HUD, FMR is the maximum allowable rent. The HOME-Assisted Units shall be “Floating Units,”
as defined in the HOME regulations at 24 CFR §92.252(j).

In addition, a minimum of ____units in the Project shall be made accessible for
persons with mobility impairments. A unit that is on an accessible route and is adaptable and
otherwise in compliance with the standards set forth in 24 CFR § 8.32 is considered accessible
for this purpose. additional units in the Project shall be made accessible for persons with
hearing or vision impairments.

3. Submission of Records. Lessee agrees to obiain and maintain records which
evidence compfiance with HOME program use and affordability requirements. Lessee shall
premptly provide these records and/or other certifications, statements or records that the City
may require to demonstrate compliance upon the City's request.

4. Violations: City's Remedies. If the City determines that Lessee is not in
compliance with the terms of this Agreement, the City shall provide written notice to Lessee.
Upon receipt of the City's notice, Lessee shall have thirty (30) days to cure the violation, The
faikire to cure any violation to the City's satisfaction within such thirty (30) day period shall
constitute a default hereunder and may resuit in the imposition of any remedies, administrative
actions, andfor sanctions provided under or authorized by applicable law and reguiations. The
parties further agree that upon any default by Lessee, the City may apply to any court, state or
federal, for specific performance under this Agreement, and/or for an injunction against violation
of this Agreement, since the injury to the City arising from a violation under any terms of this
Agreement would be irreparable and the amount of damage would be difficult to ascertain.

5. Covenants to Run with the Land; Successors and Assians. Lessee hereby
subjects the Project to the covenants, reservations and restrictions set forth in this Agreement.
Lessee hereby declares its express intention that the cavenants, reservations and restrictions
set forth herein (a) shall be deemed covenants running with the land to the extent permitted by
law, (b) shall pass to and be binding upon the successors and assigns in fitle fo the Project
throughout the Term, and (c) shall be enforceable by actions at law or in equity by the City, its
successors and assigns and/or che or more third-party beneficiaries. For the purpose of this
Agreement, a third-party beneficiary shall be any member of a low-income family (as defined in
24 CFR §92.5).

The City hereby agrees that, upon request of Lessee or its Successor or
assignee in tille, made on or after the end of the Term, the City shall execute a recordable
instrument approved by the City for the purpose of releasing this Agreement of record. Al cosis
and expenses relating to the preparation and recording of such release shail be paid by the
requestor. :

B. Foreclosure; Transfer in Lieu of Foreclosure. A property foreclosure initiated
by a first mortgage halder, or a transfer in lieu of foreclosure. is the only occurrence which may
prematurely end the period of affordability, as long as either action is not for the purpose of
avoiding affordability restrictions.

7. Counterparts. The parties hereto agree that this Agreement may be sxecuted in
counterparts, each of which shali be deemed an original, and said counterparts shall together



constitute one and the same Agresment, binding all of the parties hereto, notwithstanding that
alf of the parties are not signatories to the original or the same counterparts. For all puUrposes,
including, without limitation, recordation, filing and delivery of this Agreement, duplicate,
unexecuted, and unacknowledged pages of the counterparis may be discarded and the
remaining pages assembled as one document.

The Cily and Lessee have executed this Agresment on , 20

APPROVAL RECOMMENDED: CITY AND COUNTY OF HONOLULUY,
a municipal corporation of the State of Hawat'i

By Department of Budget and Fiscal Services

Department of Community Services
By

_ Name:
APPROVED AS TO FORM AND LEGALITY: Title:

“City*

Deputy Corporation Counsel

By

Nams:
Title:

By

Name:
Title:

“Lessee”



STATE OF HAWAII )
53.
CITY AND COUNTY OF HONOLULU }

On this day of . 20__, before me appeared
» to me personally known, who, being by me duly sworn,
did say that he is the of the City and County of Honoluly, Depariment of

. and that the foregoing instrument is executed in

the name and behalf of said City and County of Hanoluiu, by and through its Department of
by : as its
. and said acknowledged

said instrument to be the free act and deed of said City and County of Honolutu, by and through
its Drepartment of by authority of the City Council of
the City and County of Honalulu.

Dac, Date:
# of Pages:

Doc. Description: Print or Type Name:
Use Restriction Agreement Naotary Public, State of Hawaii
[Project namef First Judicial Circuit

My commission expires




STATE OF HAWAII )

) s8.
CITY AND COUNTY OF HONOLUIU }
On this day of . 20___, Dbefore me appeared
. » to me personally known, who, being by me duly sworn:
or affirmed, did say that is the of
, a Hawaii ; that the

foregoing Instrument was signed in behalf of said corporation by authority of its Board of

Direclors, and said acknawledged said instrument to be the fres act
and deed of said corporation.

Print or Type Name:
Notary Public, State of Hawaii
First Judicial Circuit

My commission expires




EXHIBIT A

PROPERTY DESCRIPTION

[TO BE ATTACHED]



HUD RIDER TO USE RESTRICTION AGREEMENT

WHEREAS, ; a
(“Lessee”), has obtained mortgage loan financing from (the “Lender”) for
the henefit of the Project which is an FHA insured mortgage, dated of even date herewith, FHA
Project No. . and HUD is requiring that the lien and covenants of the Use
Restriction Agreement (the “Agreement”) be subordinated to the lien, covenants, and
enforcement of the mortgage securing such HUD loan.

The City and County of Honolulu, @ municipal corporation of the State of Hawaii (the
“City"), has agreed to subordinate the Agreement to the lien of the HUD Mortgage in
accordance with the terms of this Rider.

Statement of Agreement

NOW, THEREFORE, in consideration of the 'foregoing and for other consideration, the
receipt and sufficiency of which are hereby acknowledged, the pariies hereby agree as follows:

A new Section 8 shall be incorporated into the Agreement as follows:

8. . HUD Requirements. Notwithstanding anything in this agreement to the
contrary;

(a) In the event of any conflict between any provision contained
elsewhere in this Agreement and any provisicn confained in this
Section 8, the provision contained in this Section 8 shall govern
and be contrelling in all respects.

(b) The following terms shall have the following definitions:

"HUD" means the United States Department of Housing and
Urban Development.

"HUD Regulatory Agreement’ means the Regulatory Agreement
between Lessee and HUD with respect to the Project, as the
same may be supplemented, amended or modified from time to

time.

“‘Lender” means , its successors
and assigns.

“Mortgage” means the Morigage from Lessee in favor of the

Lender, as the same may be supplemented, amended or
modified.

“Mortgage Loan® means the deed of trust loan to be made by the
Lender to Lessee pursuant to the Marigage Loan Documents
(defined below) with respect {o the Praject (defined below).



(d)

(e)

{f)

“Mortgage Loan Documents” means the Mortgage, the HUD
Regulatory Agreement and alil other documants required by HUD
or the Lender in connection with the Mortgage Loan.

“National Housing Act’ means the National Housing Act of 1934,
as amended.

“surplus cash” has the meaning specified in the HUD Regulatory
Agreement. :

“residual receipts” has the meaning specified in the HUD
Regulatory Agreement.

Notwithstanding anything in this Agreement to the contrary, except
the requirements in 26 U.S.C. § 42(h)(6)E)(i), the provisions
hereof are expressly subordinate to (i) the Morigage, (i) the HUD
Regulatory Agreement and (iii) the National Housing Act, all
applicable HUD mortgage insurance (and Section 8, if applicable)
regulations and related administrative requirements. In the event
of any confiict between the provisions of this Agreement and the
provision of the Morfgage, HUD Regulatory Agreement, or the
National Housing Act, any applicable HUD regulations or related
administrative requirements, the Mortgage Loan Doscuments, the
National Housing Act, the HUD regulations, related administrative
requirements and the Mortgage Loan Documents shall contral and

- supersede the enforcement of this Agreement.

In the event of foreclosure or the transfer of title by deed in lieu of
foreclosure, this Agreement {including without limitation, any and
all land use covenants and/ar restrictions contained herein) shall
automatically terminate, with the exception of the requirements of

26 U.S.C. § 42(h)(BYEX() above.

Lessee and the City acknowledge that Lessee’s failure to comply
with the land-use covenanis provided in this Agreement does not
and shall not serve as a basis for default under the terms of the
Mortgage, the HUD Regulatory Agreement, or any other
document relating to the Morigage Loan to Lessee for the Project,
but to the extent required by applicable law shall be reported by
the City ta the Internal Revenue Service.

Except for the City's reporting requirement, in enforcing this
Agreement the City will not file any claim against the Project or
any reserve or deposit required by HUD in connection with ihe
Mortgage or HUD Regulatory Agreement, or the rents or other
income from the property other than a claim against:

i Available surplus cash, if Lessee is a for-profit entity;

if. Available distributions and residual receipts authorized for
release by HUD, if Lessee is a limited distribution entity; or



(h)

0

1)

ii. Available residual receipts authorized by HUD, if Lessee is
a non-profit entity:

Cther than far the purpose of including a good-cause-only eviction
covenant, during the periad that any balance of the HUD
indebtedness or obligations remain outstanding, Lessee and the
City shall not further amend this Agreement without the prior
written consent of HUD.

Except as contemplated by this Agreement, the City shall take no
action to preserve the low-income housing tax credits awarded to
the Project, or to prohibit Lessee from taking any action that might
feopardize the low-income housing tax credits, except in strict
accord with the National Housing Act, applicable morigage
insurance regulations, the HUD loan documents for the Project, or
if applicable to the Project, Section 8 of the U.S. Housing Act of
1937 and the regulations thereunder.

Subject to the HUD Regulatory Agreement, Lessee shall
indemnify and hold the City harmless from all loss, cost, damage
and expense arising from any claim or proceeding instituted
against the City relating to the subordination and covenanis set
forth in this Agreement; provided, however, that Lessee's
obligation to indemnify and hold the City harmless shall be limited
to avallable surplus cash and/aor residual receipts of Lessee.

Lessee and the City further agree that if at any time any covenant
ar restriction of this Agreement shall be determined by the Internal
Revenue Service to be an event invalidating ar terminating the
award of low-income housing tax credits awarded to the Project,
then in such event such covenant or restriction provided herein
shall immediately and automaticaily terminate.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



EXHIBIT F

LAND COURT SYSTEM REGULAR SYSTEM
Return by Mai Pickup O To:

Attn:

Total Pages:

Tax Map Key No.:

MEMORANDUM OF LEASE

THIS MEMORANDUM OF LEASE is entered into as of . 20___, by and
between the CITY AND COUNTY OF HONOLULU, a municipal corporation of the State of
Hawai'i, whose address is 530 South King Street, Honolulu, Hawaii 96813 (“Lessor”), and

, 8 , whose place of business and post office address is
("Lessee™).

A. Lessor is the owner of that cerain praeperty  located  at

Hawai'i 96 | containing  approximately

square feet, and more particularly described in the attached Exhibit A (the
‘Land”). Lessor and Lessee have entered into a Lease of the Land and the improvements on
such Land {the “Impravements”) as set forth below.

AGREEMENT

NOW, THEREFORE, for valuable consideration, the receipt and adequacy of which are
hereby acknowledged, the parties hereby agree as follows: -



1. Premises. Lessor hereby leases the Land and the Improvements to Lessee and
Lessee hereby hires the Land and such Improvements from Lessor, upon the terms and
conditions of that certain unrecorded lease dated of even date herewith (the “Lease™, the
terms and conditions of which are incorporated herein by this referance.

2. Term. The term of the Lease commences an . . and expires, if
not saoner terminated pursuant thereto, on _ ,

3. No Options; No Right of First Refusal. Lessee has no renewal or extension
aptions. Lessee has no option to purchase the Land, but Lessor has agreed to give Lessee
notice of any intended sale by Lessor of the Land and Improvements.

4, Controlling Document. This Memorandum of Lease is subject to ali the terms
and conditions of the Lease. Should there be any inconsisiency between the terms of this
instrument and the Lease, the terms of the Lease shall prevail.

5. Counterparts. This Memorandum of Lease may be executed in counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same instrument.

[SIGNATURES APPEAR ON NEXT PAGE]



IN WITNESS WHEREOQF, the parties hereto, by their duly authorized representatives,
have executed this Memorandum of Lease as of the date first above written.

APPROVAL RECOMMENDED:

Department of Community Services

APPROVED AS TO FORM AND LEGALITY:

Deputy Corporation Counsel

CITY AND COUNTY OF HONOLULU,
a municipal corporation of the State of Hawai'j

By Department of Budget and Fiscal Services

By

Name:
Title:

“City”

Name:
Title:

By

Name:
Title:

‘Lessee”’



[ATTACH ACKNOWLEDGEMENTS]



EXHIBIT A
TO
EXHIBIT F

[LAND DESCRIPTION]

[TO BE ATTACHED]
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Exhibit J

PROPERTY SPECIFIC LEASE TERMS

[TO BE INSERTED IN APPLICABRLE ADDENDA]

West Loch_VilIage

{a) HOME Reguirements and Affordability Expiration' Dates. The
Premises was developed in whole or in part with HOME match funding. The Fremisss
will remain subject to HOME program requirements until , after which the
HOME program requirement wil automatically expire. Lessee shall be solely
respensible, for the remaining term of the HOME pragram requirements, for determining
all applicable statutory and regulatary HOME Program requirements and for abiding
therewith. Lessee shall be required to execute a Use Restriction Agreement that will be
recorded against the Project. The costs of compliance with any such HOME
requirements shall be borne solely by Lessae.

(b) West Loch Village: Water Gost Disclosure. Currently, West Loch
Village is nat assessed for the cost of the nen-potable water used to irrigate the
landscaping at the West Lach Village Project. The Board of Water Supply for the County
delivers the non-potable water to the County’s West . och Gelf Course and the cost of the
non-potable water is paid for by the County department overseeing the County's golf
courses. Various users, inciuding the West Lach Galf Course and West Loch Village,
use the non-potable water. The County is working on allocating the costs of such
non-potable water and the costs for the installation, maintenance and repair of
infrastructure and waterines to all users. Lessee will be responsibie for the West Loch
Village Project's share of such allocated costs based on a reasonable determination by
the County.

Bachelors’ Quarters

{a) HOME Program Reauirements. Redevelopment shall not commance

until the HOME Program compiiance period has expired.

{b) HOME _Regquirements and Affordabllity Expiration Dates. The
Premises was developed in whole or in part with HOME funding. The Premises wil
remain subject to HOME program requirements until August 30, 2014, after which the
HOME program requirement will automatically expire. lLessee shall be solely
respansible, for the remaining term of the HOME program requirements, for determining
all applicable statutory and regulatory HOME Program requirements and for abiding
therewith. Lessee shall be required to execule a Use Restriction Agresment that will be
recorded against the Project. The costs of compliance with any such HOME
requirements shall be horne solely by Lessee,

Kanoa Apartments
{(a) HOME Program Requirements. Redevelopment shail not commence

untll the HOME Program compliance period has expired.

(b) HOME Requirements and _Affordability Ex iration Dates, The
Premises was developed in whole or in part with HOME funding. The Premises wil
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remain subject to HOME program requirements unlil March 2, 2013, after which the
HOME program requirement will automatically expire. Lessee shall be salely
responsible, for the remaining term of the HOME pregram requirements, for determining
all applicable staiufory and regulatory HOME Program requirements and for abiding
therawith, Lessee shall be required to execute Use Restriction Agreement that will be
recarded against the Project. The costs of compliance with any such HOME
requirements shall be borne salely by Lessce.

Kulana Nani

{a) HOME Redquirements and Affordability Expiration Dates. The
Premises was developed in whole or in part with HOME funding. The Premises will
ramain subject to HOME program requiremients until July 19, 2021, after which ihe

" HOME program requirement will auiomatically expire. Lessee shall be solely
responsible, for the remaining term of the HOME pregram requirements, for determining
all applicable statutory and regulatary HOME Program requirements and for abiding
therewith. Lesses shall be required to execuie a Use Restriction Agreement that will be
recorded against the Project. The costs of compliance with any such HOME
requirements shall be borne solely by Lessee.

(h) Settlement of Tamashiro Claims. Certain claims pursuant to Hawai'i
Revised Statutes § 102-14 were asserted against Lessor by named plaintiffs in the class
action case, Tamashiro, et al. v. Department of Hurnan Services, et al., Civil
No. 98-3011007 (the "Tamashiro Case"). The Tamashiro Case was settled in 1999, but
the plaintiffs continue to raise claims in connection with the settlement, including a claim
relating to a right to the income from vending machines located at the Kulana Nani
Apartments Project (the “Kulana Nani Claim®). Lessor, who is aftempting to settle the
Kulana Nani Claim, hereby reserves the right and authority to continue to pursue such
negotiations and seftlement with such plaintiffs, and will indemnify and hold Lessee
harmless from the Kulana Nani Claim pursuant to and in accordance with Section 14.8 of
the Lease,

Marin Tower

{a) Marin Tower Risclosures. Lessor has informed Lessee that (a) there is
a burial crypt on the Premises where Don Francisco is interred, (b) need fo address
handling of the artifacts in the Lobby display case [Lessor presently determining whether
o remove the artifacts prior fo closing or allow the artifacts to remain in piace subject to a
reservation allowing Lessor to remove the arfifacts at any time during the Term}

{b) Pacific Gateway Center Easement. [If easement is not granted prior to
Lease Commencement Date, include this provision] Lessor has agreed o grant o
Pacific Gateway Center, 'a Hawai'i nonprofit corperation, an access easement over the
Marin Tower Project for fire escape purposes. Pacific Gateway Center owns that certain
adjacent property located at 83 North King Street, Honolulu, Hawat'i, and identified as
TMK (1) 1-7-002-008. Lessor reserves the right and power to grant said easement
pursuant to Section 14.4.1; provided, however, that the grant of easement document
shall be subject o Lessee’s consent, which consent shall not be unreascnably withheld,
delayed or conditioned. Following such grant of easement, Lessor and Lessee agree to
amend {he Lease {o include and be subject to such easement.
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Chinatown Manor

(a) Chinatown Manor: Allevway. [add to Lease for Chinatown Manor to

the extent not resolved prior to PSA tlosing] The State has granted to Lessor a
right-of-way for Chinatown Manor to use the alleyway shown on that certain ALTA/ACSM
Land Title Survey “Chinatown Manor’ dated May 21, 2012, prepared by R. M. Towil
Corporation, for access purposes to and from King Street. Under the terms of the
right-of-way granted by the State, it was anticipated that the County would ultimately
obtain fram the State a formal easement or deed to the alieyway. Lessor is pursuing an
agreement with the State to acquire such easement or deed for the alleyway. Lessor
hereby reserves the right and authority to continue to pursue such easement or deed,
provided that Lessor shall be responsible and liable for all costs and fees in connection
therewith, including, but not limited te, the payment of consideration for such acquisition,
Lessor’s attomeys’ fees and costs, and recordation fees related thereto. I Lessor
abtains the fee interest or an easement in the alleyway, Lessor and Lessee shall amend
this Lease to include such alleyway as part of the Premises under this Lease and all
obligations of Lessee hereunder shail also apply to the alleyway. Lessea shall fully
cooperate with Lessor in obtaining such easement or deed for the alleyway.

Manoa Gardens

(a) Access. Access to Manca Gardens is over and through Manoa District
Park from a public road. Lessor is working on obtaining documentation for a
right-of-access aver Manoa District Park or may pursue a subdivision application creating
an extension of Kahaloa Drive.

Pauahi Hale

{a) ‘Minimum Annual Reserve Account Amount” means the sum which
results when $400 is muitiplied by the aggregate number of residential units located on
the Premises, increased annually at the end of each calendar year by the parcentage
increase, if any, in the Consumer Price Index from the “base period” of the Consumer
Price Index to the *current period® of the Consumer Price Index for the calendar year for
which the adjustment is being made. The term ‘base period” initially shall refer fo the
Consumer Price Index publishad for the month of November, 2016. Follawing the initial
increase hereunder, the term “base period” shall refer to the Consumer Price ndex
published for the month of Movember immediately preceding the calendar year for which
the Per Unit Sum was last adjusted hereunder. The “current period* shall refer to the
Consumer Price Index published for the month of November immediately preceding the
calendar year for which an adjustment is being made. In the event the Consumer Price
Index shail not be published for any of the above-described months, then the Consumer
Price Index published for the month closest, but prior, to the described month shall be
used in its ptace. Under no circumstances shall the percentage increase be less than
Zero.

Winston Hale

(a) [Winston Hale will need a combined Affordable/Redevelopment
Addendum.]
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Exhibit X

LAND COURT REGULAR SYSTEM

“AFTER RECORDATION, RETURN BY: MAIL ( ) PICK-UP ()

Total No. of Pages:

Tax Map KeyNo.1-_- -

REGULATORY AGREEMENT AND
DECLARATION OF RESTRICTIVE COVENANTS
(Affordable Rental Housing Component)
-[Project Name]-

City: CITY AND COUNTY OF HONOLULU,

a municipal corporation of the State of Hawaii
Honolulu Hale
530 South King Street
Honoluly, Hawaii 96813
Aftention:
Lessee:
Administrator:

00204057c (Regulatory Agreement — GGT § 5 12)



REGULATORY AGREEMENT AND
DECLARATION OF RESTRICTIVE COVENANTS
(Affordable Rental Housing Component)
-[Project Name]-

THIS REGULATORY AGREEMENT AND DECLARATION OF

RESTRICTIVE COVENANTS (this “Agreement™), dated as of , 201 _, 13 made by
and between the CITY AND COUNTY OF HONOLULU, a municipal corporation of the State
of Hawaii (the “City”), and - , a (the
“Lessee™).

WITNESSETH:

WHEREAS, the City owns that certajn real property more commonly known
as , situated at , City and County of Honolulu, State of
Hawaii, designated as Tax Map Key No. 1-- - - (the “Property”); and

WHEREAS, the Property has been submitted to a condominium property regime
under Hawaii Revised Statutes Chapter 514B (Condominiumis), and includes that certain separate
parcel of real estate (the “Project”), which Project is mare particularly described on Exhihit A
attached hereto and imcorporated herein by this reference; and

WHEREAS, the City and the Lessee have entered into that certain Lease (the
“Lease”) of such Project of even date herewith, which Lease or a memorandum of which Lease
is recorded in the Bureau of Conveyances for the State of Hawaii, and/or with the Assistant
Registrar of the Land Court of thé State of Hawaii, as
wherein the City is leasing the Project to Lessee; and

g

WHEREAS, the Project consists of and includes residential rental housing -
apartments; and .

WHEREAS, the City and the Lessee intend that the Project shall be used,
maintained and operated as an affordable rental housing project throughout the sixty-five (65)
year term of the Lease, and, in furtherance of such intent, desire to enter into this Agreement: and

WHEREAS, Lessee’s acquisition of the Lease for the Project may be financed
through the issuance of tax-exempt multi-family revenue bonds authorized pursuant to Sections-
103 and 141 et seq. of the Internal Revenue Code of 1986 (26 U.S.C.), as amended (the “Code”™),
and with equity raised through the sale of federal low-income housing tax credits (“LINTC”)
authorized under Section 42 of the Code (and the sale of State of Hawaii LIHTC authorized
under the cognate provisions of the laws of the State of Hawaii), and the Project may also receive
federal assistance in the form of Section § Housing Assistance Payments confract subsidies or
other federal program assistance and, therefore, may be subjected to the affordable housing
requirements relating to such financing and such programs; and



WIEREAS, in addition to the requirements of the foregoing recital, certain
apartment units in the Project may from time to time also be subject to other Federal Affordable
Housing Requirements (as defined below) which may either be applicable to such apartment
units at the time of execution of the Lease or may be made applicable to apartment units in the
Project by the Lessee during the term of the Lease and this Agreement; and

WHEREAS, the City and the Lessee intend that, for as long as any applicable
Federal Affordable Housing Requirements shall be in place and as further described herein, the
requirements contained herein shall supplement, but shall remain subordinate to, any applicable
Federal Affordable Housing Requirements, including specifically and without limitation the
Federal Affordable Housing Requirements made applicable to apartment units in the Project in
connection with the multi-family revenue bonds issued and federal and State of Hawaij LIHTC
allocated as part of the financing for Lessee’s acquisition of the Lease; and

WHEREAS, the City and the Lessee intend that the requircments contained herein
shall continue to govemn the apartment unils in the Project after the expiration of any applicable
Federal Affordable Housing Requirements.

NOW, THEREFORE, in considcration of the mutual covenants and undertakings
set forth herein, and other good and valuable consideration, the receipt and sufficiency of which
hereby are acknowledged, the City and the Lessee hereby agree as follows:

Section 1. Definitions_and Interpretation. Unless the context otherwise
requires, capitalized terms used in this Agreement shall for alt-purposcs of this Agreement have
the meanings specified in the preambles hereto or in this Section.

“Administrator” means any administrator appointed by the City as its agent in
the administration of this Agreement, and any successor so appointed. Until any different
Administrator is appointed, and at any time while such office is vacant, the term “Administrator”
shall mean the City.

“Affordability Period” means the entire sixty-five (65) year term of the Lease, as
1t may be extended.

“Affordable Rent” has the meaning set forth in Scction 4(a) hereof.

“Annual Income” means the annual income of a Tenant, as calculated in the
manner prescribed in 24 CFR Section 5.609.

“Area” means the City and County of Honolulu.

“Certificate of Continuing Program Compliance” means a Certificate in
substantially the form set forth in Exhibit B attached hercto, or such other form as may be
provided by the Lessce and approved by the City.

“DFP” means the City’s Department of Planning and Permitting, or its successor.



“Dwelling Unit(s)” means residential units in the Project. Unless otherwise
inconsistent with any applicable Federal Affordable Housing Requirements, the term Dwelling
Unit shall have the meaning set forth in Section §-10.20(a), Revised Ordinances of Honolulu
1990, as amended (“ROH”). [DELETE SECOND SENTENCE FOR PAUAHI HALE.]

“Federal Affordable Housing Requirements” means any and all federal
statutory, executive order and regulatory requirements applicable to any Dwelling Units in the
Project as such requitements now exist or as they may be amended from time to time, including,
but not limited to, the Housing Act, the HOME Program, all requircments of law relating to any
multi-family revenues bonds authorized in conmection with the financing of Lessee’s acquisition
of the Lease, the Tax Credit Requirements (as defined below), and any other housing assistance
program {unded, insured, or operated by HUD.

“HOME Program” means the requlremcms established by HUD under the
HOME Investment Partnership Act, and all regulations applicabie thereto at 24 CFR part 92.

“Housing Act” means the United States Housing Act of 1937, as amended, or its
successor (42 U.S8.C. §1437 et seq.)

“HUD” means the United States Department of Housing and Urban
Development.

“Income Certification™” means, taken together, an Occupancy Certificate and a
Verification of Income, as those terms are hereinafter defined..

“Kitchen” shall have the meaning of “kitchen” set forth in ROH Section 8-
10.20(2), unless otherwise inconsistent with any applicable Federal Affordable Housing
Requirements.

“Lower Income Tenant” means any Tenant whose Anmual Income does not
exceed the lesser of (i) sixty percent (60%) of median income for the Area, as adjusted for
smaller and larger families, in accordance with the Tax Credit Requirements, and (i) with
respect to any Dwelling Uhits in the Project subject to any Federal Affordable Housing
Requirements, including without limitation Section 8 of the Housing Act, the HOME Program,
and any other applicable Federal Affordable Program Requirements, any lower income [imit
determined i accordance with such Federal Affordable Housing Requirements applicable to
such Dwelling Units. The determination of a Tenant’s status as 2 Lower Income Tenant shall be
made upon initial occupancy of a Dwelling Unit in the Project by such Tenant on the basis of an
Income Certification executed by the Tenant and, thereafter, on an annual basis as set forth
herein.

[For Kanoa Apartments, ADD: “For the Affordability Period, Lessee shall
set aside and leasc nine (9) Dwelling Units in the Project to Tenants whose Annual
Income does not exceed fifty percent (50%) of median income for the Area (“City
S50% Units™), and, with respect fo such City 50% Units, the term “Lower Income



Tenant” shall mean any Tenant whose Annual Income doces not exceed fifty percent
(50%) of median income for the Area.”]

[For Kulana Nani, ADD: “For the Affordability Period, pursuant to Section
6-63.1 et seq., Revised Ordinances of Honolulu 1990, Lessee shall set aside and lease
thirty-five (35) Dwelling Units in the Project to Tenants whose Annnal Income does
not exceed fifty percent (50%) of median income for the Area (“City 50% Units™),
and, with respect to such City 50% Units, the term “Lower Income Tenant” shall
mean any Tenant whose Annual Income does not exceed fifty percent (50%) of
median income for the Area.]

[For Bachelors Quarters, ADD: “For the Affordability Period, Lessee shall
set aside and lease two {2) Dwelling Units in the Project to Tenants whose Annual
Income does not exceed fifty percent (50%) of median income for the Area (*City
50% Units*), and, with respeet fo such City 50% Units, the term “Lower Income
Tenant” shall mean any Tenant whose Annual Income does not exceed fifty percent
'(50%) of median income for the Area,”]

[For West Loch Village, ADD: “For the Affordability Period, Lessec shall set
aside and lease seventeen (17) Dwelling Units in the Project to Tenants whose
Annual Income daes not exceed fifty percent (30%) of median income for the Area
(“City 50% Units”), and, with respect to such City 50% Units, the term “Lower
Income Tenant” shall mean any Tenant whose Annual Income does not exceed fifty
percent (50%) of median income for the Area.”]

“Lower Income Unit(s)” means the Dwelling Units required to be rented to, or
held available for ogceupancy by, Lower Income Tenants. All Lower Income Units in the Project
are Regulated Units as defined below.

“Occupancy Certificate” means a certification that a Tenant has leased premises
in the Project in substantially the form set forth in Exhibit C attached hereto, or such other form
as may be provided by the Lessee and approved by the City.

“Regulated Unit(s)” means the Dwelling Units required to be rented to, or held
available for occupancy by, Lower Income Tenants in accordance with this Agreement or that
are otherwise subject to any applicable Federal Affordable Housing Requirements that govern
the income limitations of eligible Tenants for such Dwelling Units or the maximum allowable
rents that can be charged in respect thereof,

“State” means the State of Hawaii.

#Tax Credit Requirements” means any and all matters required by Section 42 of
- the Code (and the cognate provisions of the laws of the State of Hawaif) and/or any applicable
agreement or restrictions relating to the receipt of any federal or State of Hawaii LIHTC in
connection with Lessee’s acquisition of the Lease for the Project, whether or not such
requirement 15 explicitly stated in Section 42 or regulations thereunder (or the applicable



provisions of the laws of the State of Hawaii and the regulations thereunder).

“Tenant” means, at any time of determination thereof, all persons who together
occupy a single Dwelling Unit, and upon the occupancy of a Dwelling Unit by any individnal in
addition to the previous Tenant of such unit, such unit shall be deemed to be occupied by a new
Tenant. '

“Verification of Income” means a Verification of Income in substantially the
form set forth in Exhibit I attached hereto, or such other similar form as may comply with the
Federal Affordable Housing Requirements or be provided by the Lessee and approved by the
City.

Section 2. Representations, Covenants and Warranties of the Lessee.

(a) The Lessee agrees that cach of the representations, covenants and
warranties of the Lessee contained in the Lease relating to the acquisition, operation and/or
rehabilitation of the Project is hereby incorporated in. this Agreement, as if set forth in full herein.

(b) The Lessec acknowledges and agrees that the Project is to be owned,
managed and operated as a “housing project” (within the meaning of ROH Section 8-10.20), and
shall be subject to the provisions of this Regulatory Agreement regarding thc rental of Dwelling
Units to Lower Income Tenants at the Affordable Rents specified herein.

(e) The Lessee further represents, warrants and covenants as follows:

(1 For the Afiordability Period, the Lessee will maintain the Project
as multifamily rental housing consisting of one or more buildings (or portions thereof that are
created as “separate parcels of real estate” as part of a condominium property regime created
pursvant to Chapter 5148, Hawaii Revised Stalutes), together with any functionally related and
subordinate facilities, which are used on other than a transient basis, which meet the other
requirernents set forth herein, and which are available to members of the general public. For
purposes of this Section 2(c)(1), the term “functionally related and subordinate facilities” means
and includes such facilities existing at the commencement date of the Lease, as supplemented
and cxpanded by the Lessce, for use by the Tenants (e.g., recreational facilities, parking areas,
etc.) and other facilities existing at the commencement date of the Lease, as supplemented and
expanded by the Lessee, which are reasonably required for the Project (e.g., cooling equipment,
trash disposal equipment, units for a resident manager, etc.). All of the foregoing will be located
on the Property or within the building or buildings that are part of the Property in which the
Project is located. The Project will not be used as a hotel, motel, dormitory, fraternity or sorority
house, rooming house, hospital, nursing home, sanitarium, or rest home, or in any manmner in
contravention of applicable law.

() All of the Dwelling Units will be and remain similarly constructed,
and each Dwelling Unit will contain facilities for living, sleeping, eating, cooking and sanitation
for a single person or a family which will be and remain an independent living unit complete,
separate and distinct from other Dwelling Units and will include and will continue to include a



sleeping area, at Icast one bathroom, and a single Kitchen equipped with a cooking range,
refrigerator, and sink. [FOR REDEVELOPMENT PROPERTIES, ADD AT BEGINNING
OF SENTENCE: “Until redeveloped, . . . .”] [FOR PAUAHI HALE, DELETE THIS
PROVISION,]

(3)  The Dweclling Units in the Project that are subject to any Federal
Affordable Housing Requirements shall at all times comply with all Federal Affordable Housing
Requirements applicable thereto, including requirements established by such programs affecting
bath income limitations and altowable rent levels in respect of the Regulated Units in the Project;
provided, however that no Tenant in any Regulatcd Unit shall be required to make a tenant
payment toward the rent for such Regulated Unit in excess of the limits established by this
Agreement for such Regulated Unit. In the event of a conflict between the requirements of this
Agreement and any Federal Affordable Housing Requirements, the latter shall control. Upon the
expiration of any Federal Affordable Housing Requirements, the requirements of this Agreement
shall remain in place and shall control for the balance of the Affordability Period. Nothing in
this Agreement shall precludc or be interpreted or deemed to prohibit Lessee from applying for
and receiving rent and other subsidies that shall, as applicable under any program concerning
such rent or other subsidies, subsidize or be in addition to the Affordable Rents specified in this
Agrcement.

) For the Affordability Period, subject to any applicablc Federal
Affordable Housing Requirements, all (100%) of the Dwelling Units comprising the Project shall
be Lower Income Units and shall at all times during the Affordability Period be rented to and
occupied by Lower Income Tenants at the Affordable Rents specified in this Regulatory
Agreement.

[For Kanoa Apartments, DELETE PERIOD AT END OF SENTENCE AND
ADD: “; PROVIDED THAT, for the Affordability Period, Lessec shall set aside and
lease the nine (9) City 50% Units in the Project to Tenants whose Annual Income
does not exceed thirty percent (50%) of median income for the Area.”]

[For Kulana Nani, DELETE PERIOD AT END OF SENTENCE AND ADD:
“; PROVIDED THAT, for the Affordability Period, Lessee shall sct aside and lease
the thirty-five (35) City 50% Units in the Project to Tenants whose Annual Tncome
does not exceed fifty percent (50%) of median income for the Area.)

[For Bachelors Quarters, DELETE PERIOD AT END OF SENTENCE AND
ADD: “; PROVIDED THAT, for the Affordability Period, Lessec shall set aside and
lease the two (2) City 50% Units in the Project to Tenants whose Annual lncome
daes not exceed fifty percent (50%) of median income for the Area,”]

[For West Loch Village, DELETE PERIOD AT END OF SENTENCE AND
ADD: ¥; PROVIDED THAT, for the Affordability Period, Lessee shall set aside and
lease the seventeen (17) City 50% Units in the Project to Tenants whose Annual
Income does not exceed fifty percent (50%) of median income for the Area.”|




For the purposes of this subsection, a vacant unit that was most recently occupied
by a Lower Income Tenant shall be treated as rented and occupied by a Lower Income Tenant
until reoccupied, other than for a temporary period of not more than thirty one (31) days, at
which time the character of such unit shall be redetermined.

(5)  For the Affordability Period, cach Dwelling Unit shall be rented or
held available for rental, on a first-come first-served basis, subject to the other requirements
hereof, to members of the general public who are natural persons, on a continuous basis, and
may not be converted to owner-occupied condominium units or other non-rental use. In renting
Dwelling Units to the public, the Lessee will not give preference to any particular class or group,
except as set forth on Schedule 1 atfached hereto and to the extent that Dwelling Units are
required to be leased or rented to Lower Income Tenants under any applicable Federal
Affordable Housing Requirements and/or this Agreement.

[Add for Manoa Gardens and West Loch Village: “Notwithstanding the
foregoing, Lessee acknowledges that occupancy in the Project is resfricted to
families whose head of honsehold, a spouse, or sole member is a person at least 62
years of age. Such family may include two or more persons at least 62 years of age
living together or one or more persons at least 62 years of age living with one or
more live-in aides. There is nothing in this requirement, however, that is intended
to ox shall exclude children. For the Affordability Period, the rental of Dwelling
Units in the Project shall continue to be restricted to families whose head of
household, a spouse, or sole member is a person at least 62 years of age.]

(6)  For the Affordability Period, the Lessee shall obtain, complete and
maintain on file and file with the City (i) at the time of initial occupancy of any Regulated Unit,
(ii) upon the vacandy and re-occupancy of any Regulated Unit, and (jii) at least once annually, an
Income Certification which shall be subject to independent investigation and verification by the
City and/or the Administrator. The Lessee shall use its best efforts to verity the information set
forth in any Verification of Income submitted by each Tenant of a Regulated Unit at the time of
submission of such Income Certification, including taking, for other than Section & certificate or
voucher holders, the following steps as part of the verification process by the Lessee: (1) either
(A) obtain a federal income tax return for such Tenant for the most recent tax year; and/or (B)
obtain a written verification of employment from such Tenant’s current employer; or (2) if such
Tenant is not employed and has no tax return, obtain other verification of such Tenant’s source
of income. The Lessee shall file with the Administrator a Certificate of Continuing Program
Compliance on or before the first (1st) day of each September during the Affordability Period,
setting forth the required information for the preceding calendar or fiscal year. The Administrator
shall monitor compliance of the Project with the requirements set forth herein on behalf of the
City and shall provide the Lessee with notice of any circumstances of noncompliance of which
the Administrator becomes aware. The books and records of the Lessee pertaining to the
incomes of Tenants residing in Regulated Tnits in the Project must be open to inspection by any
authorized representative of the City and the Administrator. During any period that any Federal
Affordable Housing Requiremenis are in effect, Lessee shall he deemed to have satisfied the
requirements of this Section 2(c)(6) if Lessec obtains, completes and maintains on file and files
with the City income certification and other forms that comply with the applicable Federal
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Affordable Housing Requirements and that contain substantially the same information and
certifications contemplated by the Income Certification, including the Verification of Income,
specified herein,

(7)  For the Affordability Period, un or before sixty (60) days followin g
the end of each fiscal year of the Lessee, the Lessee shall submit to the City statistical
information in substantially the form set forth in Exhibit E attached hereto, or such other form as
may be provided by the Lessee and approved by the City, for such fiscal year. During any period
that any Federal Affordable Housing Requirements are in effect, Lessee shall be deemed 1o have
satisfied the requirements of this Section 2(¢)(7) if Lessee shall submit to the City such similar
statistical information as is required in connection with the applicable Federal Affordable
Housing Requirements and that contaims substantially the same statistical information as
specified in Exhibit F hereto.

(8)  The City or its property manager will provide with an initial
applicant waiting list for the Project. At the commencement of the Lease, Lessee shall preserve
all wait list applicants’ positions and shall process unit occupancies based on the waiting list,
subject in all instances to any restrictions, provisions, and terms contained in any document
relating to any Federal Affordable Housing Requirements and the income and other
qualifications for Lower Income Tenarts specificd in this Agreement. For the Affordability
Period, all Tenant lists, applications, and waiting lists relating to the Project shall at all times be
kept separate and identifiable from any other business of the Lessee which is unrelated to the
Project and shall be maintained, as required from tinie to time by the Administrator on behalf of
the City, in a reasonable condition for proper audit and subject to examination during business
hours by the Administrator. Failure to keep such lists and applications or to make them available
to the Administrator will be a default hercunder.

(9)  For the Affordability Period, all Tenant leases shall be subordinate
to this Agreement and shall contain clauses, among others, wherein each Tenant who occupies a
Regulated Unit: (i) certifies the accuracy of the statements made in the Verification of Income
and (ii) agrees that the family income and other eligibility requircments shall be deermcd
substantial and material obligations of the tenancy of such Tenant, that such Tenant will comply
prompily with all requests for information with respect thereto from the Lessee or the
Admimnistrator on behalf of the- City, and that the failure to provide accurate information in the
Verification of Income or refusal to comply with a request for information with respect thereto
shall be deemed a violation of a substantial and material obligation of the tenancy of such
Tenant.

(10)  For the Affordability Period, the Lessee shall exercise best efforts
to comply with the requirements of this Agreement and shall correct any noncompliance within
sixty (60) days after first discovering or receiving notice of such noncompliance, and, with
respect to any noncompliance that cannot be corrected within the aforesaid 60-day period, Lessce
shall undertake its best efforts to (a) commence correction of any such noncompliance within
such 60-day period and (b) diligently pursue such corrective action wntil completed, provided,
however, that in any event such corrective action shall, if feasible and practicable, be completed
within one hundred twenty (120) days after discovering or receiving notice of such



noncompliance.

(11)  The Lessee shall submit to the Administrator, within fifteen (15)
days after receipt of a written request {or such longer period as may be reasonably required by
the Lessce to obtain such information or forms, or, if feasible and practicable, such shorter period
as may be requircd in order for the City to comply with any such applicable reporting
requirements), any infarmation or completed forms requested by the City in order for the City to
comply with any applicable Federal Affordable Housing Requirements.

(12)  The Lessee shall notify the City, in writing, of the completion of
the rehabilitation of the Project, if any. '

(13)  For the Affordability Period, the Lessee shall comply with any and
all capital improvement obligations relating to the Project as set forth in the Lease.

(14) At the commencement of the Lease, the Lesses shall conduct an
evalnation of appropriate services to be offered to support the Tenant community at the Project,
as specified in the Lessee’s revised proposal letter dated May 22, 2012, to Samucl E. H. Moku,
Director of the City’s Department of Community Services. Tenant services to be evaluated
include, but are not limited to, those summarized on Schedule 2 attached hercto. The evaluation
shall solicit feedback from onsite management and residents. For the Affordability Period, the
Lessee shall provide or facilitate provision of Tenant services appropriate to the needs of the
Project’s resident profile. Any fecs for such services shall be reagsonable. The Lessee shall set
forth in its annual Certificate of Program Compliance the Tenant services provided during the
program year pursuant to this Section and any charges for such services.

Section 3. Comsideration. The City has entered into the Lease with the
Lessee for the purpose, among others, of inducing the Lessee to acquire, operate and/or
rehabilitate the Project. In consideration of the entry into the Lease by the City, the Lessec has
entered into this Agreement and has agreed to restrict the uses to which the Project can be put for
the Affordability Period.

Section 4. ‘Additional Reguirements of the City. In addition to the
requirements set forth in Section 2 hereof, each of which is hereby incorporated as a specific
requirement to be performed by Lessee, whether or not required by State or federal law, the
Lessee hereby agrees to comply with cach of the requirements of the City set forth in this
Section, as follows: : :

{a) “Affordable Rent” means, with respect to any Lower Income Unit, a
monthly rent which does not exceed the lesser of (i) the maximum rent permitted for persons
whose Annual Income does not exeeed 60% of the median income for the Area, adjusted for the
number of bedrooms or as otherwise specified in Section 42(g) of the Code, as applicable under
the Tax Credit Requirements, (i), the Fair Market Rents (FMR) as published annually by HUD,
and (1ii} with respect to any Dwelling Units in the Project subject to any other Federal Affordable
Housing Requirements, any lower rent applicable to such Dwelling Units pursuant fo such
Federal Affordable Housing Requirements. '



[For Kanoa Apartments, ADD: “Notwithstanding the foregoing (i) the
Affordable Rents for seven (7) of the nine (9) City 50% Units (four (4) one-bedroom
units, one (1) three-bedroom unit, and two (2) four-bedroom units) shall not exceed
thirty percent (30%) of the Tenant’s Annual Income, as determined in the same
manner that would be applicable for purposes of determining a Section 8 tenant’s
monthly rent payment under Section 8 of the Housing Act, unless the City shall
specify any higher rent limits with respect to such City 50% Units; and (ii) the
Affordable Rents for remaining two (2) City 50% Units (one (1) two-bedroom unit
and one (1) three-bedroom unit) shall not exceed the then applicable Low Home
Rents specified under HUD’s HOME program, unless, following expiration of any
Federal Affordable Housing Requirements (including HOME program limitations)
that might otherwise be applicable with respect to such City 50% Units, the City
shall specify any higher rent limits with respect to such City 50% Units,”]

[For Kulana Nani, ADD: “Notwithstanding the foregoing, the Affordable
Rents for eight (8) of the thirty five (35) City 50% Units (two (2) one-bedroom units,
four (3) three-bedroom umits and two (2) four-bedroom units) shall not exceed the
then applicable Low Home Rents specified under ITUD*s HOME program, unless,
following expiration of any Federal Affordable Housing Requirements (including
HOME program limitations) that might othexrwise be applicable with respect to
such City 50% Units, the City shall specify any higher rent limits with respect to
such City 50% Units.”] '

[For Bachelors Quarters, ADD: “Notwithstanding the foregoing, the
Affordable Rents for two (2) City 50% Units (one (1) one-bedroom unit and one (2)
two-bedroom unit) shall not exceed the then applicable Low HOME Rents specified
under HUD’s HOME program, unless, following expiration of any Federal
Affordable Housing Requirements (including HOME program limitations) that
might otherwise be applicable with respect to such City 50% Units, the City shall
specify any higher rent limits with respect to such City 50% Units.”] .

[For West Loch Village, ADD: Notwithstanding the foregoing, the Affordable
Rents for the seventeen (17) City 50% Units (ten (10) studio units and seven (7) one-
bedroom units) shall not exceed the then applicable Low HOME Rents specified
under HUD’s HOME program, unless, following expiration of any Federal
Affordable Housing Requirements (including HOME program limitations) that
might otherwise be applicable with respect to such City 50% Units, the City shall
specify any higher rent limits with respect to such City 50% Units.”]

Affordable Rent shall be inclusive of Tenant utility payments. In the event that a

Tenant pays for utilities, Affordable Rents shall be adjusted for Tenant-paid utilities in
accordance with Section 8 utility allowances in effect from time to time, as published by the City
for its Section 8 program. The Affordable Rent limits shall be adjusted upon publication hy
HUD of new median Annual Income data for the Area. The Lessce shall confirm adjustments to
the Affordable Rent limits by submitting such adjustments to City along with HUD’s published

-10-



new median Annual Income data for the Area. Notwithstanding the foregoing, with respect to
Tenants, if any, who are recipients of rent subsidies pursuant to Scction 8 of the Fousing Act (or
any rent subsidy or other HUD program of State of Hawai’i or City program), if the contract rent
for a Dwelling Unit under such program is greater than the Affordable Rent, the rent for such
Dwelling Unit may be such contract rent.

In the event maximum rents for Lower Income Tenants for the Area is no longer
published at least annually by HUD, then rent limits calculated in a manner that most closely
approximates the manner in which the aforesaid rents are calculated shall be substituted herein as
the Affordable Rent limits applicable for all purposes under this Agreement, and in such event,
the parties hereto shall acknowledge in writing the utilization of such substitute Affordable Rent
limits.

(b) . The following shall apply to rents of Dwelling Units in the Project:

No Tenant qualifying as a Lower Income Tenant upon initial occupancy shall be
denied continued occupancy of a Dwelling Unit in the Project because, after admission, such
Tenant's Annual Income increases to exceed the qualifying limit for Lower Income Tenants.
However, should a Lower Tncome Tenant's Annual Income, as of the most recent determination
thereof, exceed one hundred forty percent (140%) of the applicable income limit for a Lower Income
Tenant of the same household size, then, as soon as the lease permits, such Tenant who no longer
qualifies as a Lower Income Tenant may be charged as annual rent an amount not exceeding thirty
percent (30%) of the Tenant's Annual Income and the Project and Lessee shall continuc to be
deemed in compliance with this Agreement. Notwithslanding the foregoing, this paragraph shall
apply with respect to Dwelling Units and Tenants subject t0 any Federal Affordable Housing
Requirements only on and afier the date of the expiration or termination of the applicable Federal
Affordable Housing Requirements,

For the initial ten (10) years of the term of the Lease and of this Agreement, rent
increases for Regulated Units shall be limited to 2 maximum of ten percent (10%) per annum.
Notwithstanding the foregoing, during this initial ten (10) year period, the Lesses may increase
the rent of any Regulated Unit that is currently vacant, or that becomes vacant, immediately up to
the maximum rent permitted under Section 4(a) hereof, based upon the unit size of the specific
vacant Repulated Unit.

(c) The financial records of the Project arc to be maintained by the Lessce in
accordance with recognized industry-accepted accounting principles consistently applied. At the
request of the City, the Lessee shail provide the City access to the books of account for the
Project and the records’ pertaining to the Regulated Units, The Lessee shall provide to the City
annual operating statements for the Project, not more than ninety (90) days following the end of
each fiscal year. In addition, the Lessee shall, from fime to time, provide the City such other
reports as the City may request relative to the operation of the Project. Not moare than
ninety (90) days following the end of each fiscal year, the Lessee shall provide to the City
audited financial statements for the Project, prepared by an independent certified public
accounting firm. The Lessee shall provide to the City an annual operating budget for the Project
at least thirty (30) days prior to the beginning of each fiscal year.
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(d) The Lessee shall comply with the provisions of any applicable federal,
statc or local law prohibiting discrimination in housing on the basis of race, creed, color, sex,
familial status, marital status, religion, national origin, age (except as to age, as may be expressly
provided herein) or any other prohibited basis, including but not limited to: Title VI of the Civil
Rights Act of 1964 (P.L.90-284, 82 Stat. 73), the Fair Housing Act of 1968, as amended
(42U.S.C. §3601 et seq.; 24 CFR. 100 ef seg.), Executive Orders 11063 (Bqual Opportunity in
Housing) and 13166 (Improving Access to Services for Persons with Limited English
Proficiency), Section 504 of the Rehabilitation Act of 1973, and all requirements imposed by or
pursuant to the regulations of HUD implementing these authorities, including, but not limited to,
24 CFR Parts {, 100, 107 and 110, and Subparts [ and M of Part 200, and the Affirmative Fair
Housing Marketing Plan (AFHMP) — Multifamily Housing, Form HUD-935.2A {12/2011). The
Lessee shall also comply with the provisions of any applicable federal, state or local law
prohibiting discrimination on the basis of race, creed, color, sex, familial status, marital status,
religion, national origin, age, or any other prohibited basis, in connection with the employment
or application for employment of persons for the construction, operation and management of the
Project. The Lessee further agrees not to refuse to lease a Dwelling Unit offered for rent, or
otherwise discriminate in the terms of tenancy, solely because any Tenant or prospective Tenant
is the holder of a certificate or a voucher under Section § of the Housing Act, or any successor
legislation.

(e) The following occupancy guidelincs shall be utilized for the occupancy of
all Regulated Units: '

Unif Size Qccupancy
Studio 1-2 persons
1 Bedroom  1-3 persons
2 Bedroom  2-5 persons
3 Bedroom  3-7 persons
4 Bedroom  4-8 persons

@ No Current Tenant (as defined below) shall be displaced cxcept for good
cause, which shail include, but not be limited to, failure to pay rent; breach of any material terms
of such tenant’s rental agreement of a Dwelling Unit at the Project; dishonesty in completing and
providing income information; any violations of Project rules: permitiing an unauthorized person
to reside in the Dwelling Unit; unauthorized or illegal alterations to the Dwelling Unit; material
noncompliance with applicable building and housing laws materially affecting health and safety;
and any acts or omissions by the Current Tenant constituting grounds for termination of the
rental agreement under the Residential Landlord-Tenant Code (Chapter 521, Hawaii Revised
States, as amended). “Current Tenant” means a Tenant lawfully occupying a Dwelling Unit in
the Project at the time of the execution of the Leasc between the City and the Lessee relating to
the Property,

(8)  The Lessee agrees that throughout the Affordability Period, it shall (1)
maintain the Project in good repair and condition in accordance with applicable City codes, and
the Uniform Physical Condition Standards set forth in 24 CFR Part 5, Subpart G, as amended;
(2) maintain and operate the Dwelling Units and related facilities in the Project to provide
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decent, safe and sanitary housing, including the provision of all essential and appropriate
services, maintenance and utilities; and (3) comply with the 1ead-based paint regulations set forth
in 24 CFR Part 35, as amended.

(h)  The Lessee shall provide a written notice, approved in advance by the City,
of the policics pertaining to the Regulated Units to all applicants.

Any of the foregoing requirements of the City may be expressly waived by the
City in writing, but no waiver by the City of any requirement of this Section 4 shall, or shall be
deemed to, extend to or affect any other provision of this Agreement, including particularly but
without limitation the provisions of Section 2 hereof.,

Scction 5. Default and Enforcement. The Lessee shall be deemed to be in
default under this Agreement if the Lessee shall fail to obscrve or perform any covenant,
condition or agreement contained herein on its part to be observed or performed, and, except as
otherwise provided in this Agreement, shall fail to correct such noncompliance within sixty (60)
days after receiving written notice of such noncompliance from the City (or, if any such
noncompliance is of a nature that cannot be corrected within such 60-day period, if the Lessee
shall fail to exercise best efforts to (i) undertake to correct any such noncompliance within such
60-day period or (i) diligentdy pursue such comective action thereafter until completed;
provided, however, that any failure, if feasible and practicable, to complete such comective
action within one hundred twenty (120) days shall in any event be deemed a default by the
Lessee under this Agreement). In such event of default, and so long as such failure has not been
promptly and fully cured, the City shall be entitled, in addition to all other remedies provided by
law or in equity, to the following:

-~ (a) To compel specific performance by the Lessee of its obligations under this
Agreement, it being recognized that the beneficiarics of the Lessee’s obligations hereunder
cannot be adequately compensated by monetary damages in the event of the Lessee’s default;
and

(b) To cause the Lessee to pay to the City, on demand, amounts equal to al!
rent payable fo the Lessee with respect to Regulated Units, if such units are knowingly or
negligently rented to persons who do not comply with the requirements of such units; provided,
however, that any City demands for payment under this Section 5(b) shall at all times be
subordinate to the provisions and liens of any mortgages, regulatory agreements, declarations,
and other indentures relating any Federal Affordable Housing Requirements respecting the
Project arising or incurred or recorded against the Project in connection with Lessee’s acquisition
of this Lease and or thereafter recorded against or made applicable to the Project with the City’s
consent.

Any default by the Lessee under the Lease shall be deemed to be a default by the
Lessee under this Agreement and shall give to the City all rights and remedies provided herein
with respect to 2 default under this Agrecment, and any default by the Lessee with respect to this
Agreement shall be deemed to be a default by the Lessee under the Lease and shall give to the
City all rights and remedies provided under the Lease with respect to a defanlt under the Lease.
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The City shall give prompt written notice to the Lessee upon obtaining actual
knowledge of any default hereunder; provided, however, that the failure to give any such notice
shall not limit the ability of the City thereafter to pursue any remedies hereunder in accordance
with the terms of this Agreement.

Section 6. Covenants to Run _with the Property: Termination of
Covenants. The City and the Lessce hercby covenant and agree that the covenants set forth
herein that govern the use and occupancy of the Property shall be and are covenants running with
the Project for the Affordability Period stated herein and shall be binding upon all subsequent
Lessces of the Property for such Affordability Period, and are not mercly personal covenants of
the City and the Lesscc. The Lessee hereby agrees that any and all requirements of the laws of
the State of Hawaii to be satisfied in order for the provisions of this Agreement to constitute
restrictions and covenants running with the Property shall be deemed to be satisfied in full, and
that any requirements of privileges of estate are intended to be satisfied, or, in the alternate, that
an equitable servitude has been created to insure that these restrictions run with the Project. For
the Affordability Period each and every contract, deed or other instrument hereafler executed
conveying the Property or portion thereof shall expressly provide that such conveyance is subject
to this Agreement; provided, however, the covenants contained herein shall survive and be
effective regardless of whether such contract, deed or other instrument hereafter executed
conveying the Property or pottion thereof provides that such conveyance is subject to this
Agreement. Upon the end of the Affordability Period, this Agreement and all covenants and
agreements herein shall automatically terminate and be of no further force or effect; provided,
however, that, within thirty (30) days following such termination, the City aud the Lessee hereby
agree to execute and record a written instrument evidencing the termination and release of this
Agreement. The failure of any party to execute or record such release shall not affect or limit the
automatic termination and releasc of this Agreement upon the end of the Affordability Period.
All costs and expenses relating to the preparation and recording of such release shall be paid by
the Lessee. :

Section 7, Real Property and General Excise Tax Exemptions. Lessee
shall be responsible for paying and discharging all real property taxcs for the Project payable or
accruing during the Affordability Period. Based on the recordation of this Agreement, Lessee
may file an application or claim for exemption from the assessment and payment of real property
taxes, including any claim for exemption subjcct to and pursuant to Section 8-10.20 and Section
8-10.21, Revised Ordinances of Honolulu, relating to low-income rental housing, and the City
agrees to process such application in the ordinary course based upon and subject to the
requircments of Section 8-10.20 and Section 8-10.21. Lessee understands that Lessee must file
for such exemption annually and that the City shall not be responsible or liable for Lessee’s
failure to timely file for such exemption on an annual basis.

Pursuant to Hawai'i Revised Statutes Section 46-15.1, Section 201H-3 6, and Section 237-
29, the City may certify for exemption from general excise taxes any projects which meet the
requirements of said statutes. The City will work with Lessee to issue such certifications provided that
the requirements under said statutes and applicable laws are met. Lessee understands that Lessee is
responsible for preparing and filing any exemption request and that the City shall not be responsible or
liable for Lessee’s failure to file for such exemptions. Lessee further understands that such cxemptions
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are subject to all laws and rules applicable thereto,

The exemptions from recal property taxes and general excise taxes currently
available arc subject to change by legislative or administrative action.

Section 8. No Conflict with Other Dacuments. The Lessee warrants that it
has not exccuted, and will not execute, any other agreement with provisions contradictory to, or
in opposition to, the provisions hereof, and that, in any event, the requirements of this Agresment
and the [ease are paramount and controlling as to the rights and obligations herein and therein
set forth and supersede any other requirements in conflict with this Agreement and the Lease.
Notwithstanding the forcgoing, the City acknowledges that the terms, provisions, and
requirernents of this Agreement shall be subordinate to any and all ¥ederal Affordable Housing
Requirements applicable to the Project.

Section 9. Severability, The invalidity of any clause, part or provision of this
Agreement shall not affect the validity of the remaining portions hereof.

Section 10.  Gender; Number: Construction.  Unless the context clearly
requires otherwise, as used in this Agreement, words of any gender shall be construed to include
each other gender when appropriate and words of the singular number shall be construed to
include the plural mumber, and vice versa, when appropriate. This Agreement and all the terms
and provisions hereof shall be construed to effectuate the purposes set forth herein and to sustain
_ the validity hercof.

Section 11,  Titles and Headings. The titles and headings of the sections of
this Agreement have been inserted for convenience of reference only, and are not to be
considered a part hereof and shall not in any way modify or restrict any of the terms or
provisions hereof or be considered or given any effect in construing this Agreement or any
provisions hereof ot in ascertaining infent, if any question of intent shall arise.

Section 12.  No Drafter. The parties to this Apreement acknowledge that each
such party and its respective counsel have participated in the drafting and revision of this
Agreement. Accordingly, all such parties agree that any rule of construction to the effect that
ambiguities are to be resolved against the drafing party shall not apply in the interpretation of
this Agreement or any supplement or exhibit hereto,

Section 13.  Amendments. Subject to the limitations in this Section and any
other limitations in this Agreement, this Agreement may be amended, changed, modified, altered
or terminated by written instrument executed and acknowledged by each of the parties hereto or
their successors and duly recorded in the office in which this Agreement is recorded.

Section 14.  Parties in Interest; Successors. This Agreement and the
covenants and conditions contained herein shall bind, and the benefits shall inure to,
respectively, the Lessee and its successors and assigns and all subsequent Lessces of the Project
or any interest therein, and the City and its successors and assigns, for the Affordability Period.

Section 15.  Assignment of City’s Rights. Certain rights of the City in this
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Agrcement may be assigned to the Administrator and, if so assigned, shall be enforceahle by the
Administrator in accordance with their terms.

Section 16.  Notices. All notices, certificates or other communications shall be
sufficiently given by hand delivery or overnight commercial delivery or registered or certified
mail and shall be deemed given when hand delivered or on the date of delivery shown on the
records of the commercial delivery service, as applicable, or three (3) days after mailing if
mailed by certified mail, postage prepaid, return receipt requested. The City, the Administrator
and the Lessee may, by notice given hereunder to the applicable address(es) included on the
cover sheet of this Agreement, designate any further or different addresses to which subsequent
notices, certificatcs or other communications shall be sent. All notices hereunder shall also be
given to any additional persons who are entitled to receive notice under the natice provision of
the Leasc.

Section 17.  Governing Law. This Agreement shall be governed by the laws
of the State of Hawaii. The parties hereto expressly acknowledge and agree that any judicial
action 1o interpret or enforce the terms of this Agreement shall be brought and maintained in the
Circuit Court of the First Circuit of the State of Hawaii, or in the United States District Court in
and for the District of Hawaii, or in any United States Bankruptey Court in any case involving or
having jurisdiction over the Lessee or the Project.

Section 18. No Third Party Benefit. Nothing in this Agreement, express or
implied, is intended to confer any rights or remedies under or by reason of this Agreement on
any person other than the City and the Lessee, nor is anything in this Agreement intended to
relieve or discharge any obligation of any third person to any party hereto or give any third
person any right of subrogation or action over or against any party to this Agreement.

Section 19.  Agreement Authorized. The City and the Lessee each represents
and warrants for itself that it has all requisite power and authority to execute this Agreement, and
that the exccution and delivery of this Agreement by the persons signing on behalf of it have
been duly authorized by all neccssary action. This instrument constitutes the legal and binding
obligations of the City and the Lessee, enforceable in accordance with its terms.

[Signature Page to Follow.]
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"LESSEE"

Name:
Title:

l|CI'1’"Y|I

CITY AND COUNTY OF HONQLULU,
a municipal corporation of the State of Hawaii

By:
Director, Department of Budget and Fiscal Services

RECOMMEND APPROVAL:

Director, Department of Community Services

APPROVED AS TO FORM AND LEGALITY:

Deputy Corporation Counsel

Sipnature Page to Regululory Agrecment -
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STATE OF HAWAII )
) ss.
CITY AND COUNTY OF HONQLULU )

On , before me persomally appeared
» 1o me personally known, who, being by me duly
swom or affirmed, did say that such person executed the foregoing instrument as the free act and -
deed of such person, and if applicable, in the capacities shown, having been duly antherized to
cxecuts such instrument in such capacities.

Further, 1 certify, as of this date, as follows:

0 Date of Document: 0 undated at time of notarization

Number of Pages: (if counterpart signature pages are subsequently
attached, the document may have a different number of pages)

Document Description: Regulatory Agrcement and Declaration of Restrictive Covenants

Jurisdiction/Tudicial Circuit where signed: First

Type or print namec:
Date: _
Notary Public, State of Ilawaii
My commission expires:

Notary Page
PLNo #



STATE OF HAWAI )}
)} ss.:
CITY AND COUNTY OF HONOLULU )

On , before me personally  appearcd
, to me personally known, who, being by me duly
sworn or affirmed, did say that such person executed the foregoing instrument as the free act and
deed of such person, and if applicable, in the capacities shown, having been duly authorized to
execute such instrument in such capacities.

Further, I certify, as of this date, as follows:

o Date of Document: ' 0 undated at time of notarization
Number of Pages: (if counterpart signature pages are subsequently

attached, the document may have a different number of pages)
Document Description: Regulatory Agreement and Declaration of Restrictive Covenants
Jurisdiction/Judicial Circuit where signed: First

Type or print name:
Date:

Notary Public, Statc of Hawaii
My comrmission expires:

Notary Page
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STATE OF HAWAII )
) ss.:
CITY AND COQUNTY OF HONOLULU )

On . before mc personally  appeared
L _» to me personally known, who, being by me duly
sworn or affirmed, did say that such person executed the forcgoing instrument as the free act and
deed of such person, and if applicable, in the capacities shown, having been duly authorized to
execute such instrurnent in such capacities.

Further, I certify, as of this daic, as follows;

0 Date of Document: o undated at time of notarization
Number of Pages: (if counterpart signature pages are subsequently

attached, the document may have a different number of pages)
Document Description: Regulatory Agreement and Declaration of Restrictive Covenants
Jurisdiction/Judicial Circuit where signed: First

Type or print name:
Date:

Notary Public, State of Hawaii
My commission expires:

Notary Page
PLNo ft



EXHIBIT A

PROJECT DESCRIPTION

Exhibit A to Regulatory Agreement
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EXHIBIT B

[FORM OF CERTIFICATE OF CONTINUING PROGRAM COMPLIANCE]

CERTIFICATE OF CONTINUING PROGRAM COMPLIANCE

Capitalized terms not otherwise defined in this Certificate of Continuing Program
Compliance shall have the meanings set forth in that certain Regulatory Agreement and

Declaration of Restrictive Covenants, dated > by and between the City and County
of Honolulu, a municipal corporation of the State of Hawaii (the “City”), and
a (the “Lessee”), with tespect to the below-

referenced Project (such agreement, the “Agreement™).

Witnesseth that on this day of , the undersigned,
having leased from the City that certain multifamily rental housing development known as
(the “Project™), does hereby certify that during the preceding vear
(1) such Project was continually in compliance with the Regulalory Agreement and Declaration
of Restrictive Covenants executed in connection with such Lease; (ii) of the Dwelling
Units in the Project were oceupied by Lower Income Tensants at Affordable Rents; (iii) and docs
hereby further certify that the representations sct forth herein are true and correct to the best of
the undersigned’s knowledge and belief,

Set forth below are the names of the Lower Income Tenants who commenced or
terminated occupancy during the preceding year.

Commenced Occupancy Terminated Occupancy
1. 1.
2. 2.
3. 3.

Attached is a separate sheet listing the number of each Dwelling Unit and
indicating which Dwelling Units are occupied by Lower Income, the size, the number of
bedrooms of such Dwelling Units and the respective number of Lower Incomc who commmenced
occupancy of Dwelling Units during the preceding year.

No. of Total Eligible Size
UnitNo.  Class of Unit Bedrooms Income (Sq. Ft.)

&
5

!

%
il
i

1

Total Number of Units:

Exhibit B to Regulatory Agreement
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Percentage of Lower Income Units:

Number of Lower Income Tenants commencing occupancy this year:

Exhibit B to Regulatory Agreement
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EXHIBIT C
FORM OF INCOME CERTIFICATION

QCCUPANCY CERTIFICATE

(To be filed with the City along with a Verification of Income upon the rental of a Dwelling Unit
to any Lower Income Tenant.)

Capitalized terms not otherwise defined in this Income Certification shall have the
meanings set forth in that certain Regulatory Agreement and Declaration of Restrictive
Covenants, dated , by and between the City and County of Honolulu, a municipal
corporaticn of the State of Hawaii {the “City”), and ' ,a
(the “Lessee™), with respect to the below-referenced Project (such
agreement, the “Agreement™).

Projecet:

The tenant identified in the attached Verification of Income has cntered into a
lease with respect to 2 Dwelling Unit in the above-described Project.

Such Tenant isfis not (circle one} a Lower Income Tenant.
Such Tenant is/is not (circle 6ne) a full-time student.

The rental of a Dwelling Unit to such Tenant will not result in a violation of any
of the requirements of thie Agreement.

Wiilness: : a
Date:

By:

Name:
Title:

Exhibii C to Regulatory Agreement
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EXHIBIT D

FORM QOF INCOME CERTIFICATION

VERTFICATION OF INCOME
RE: [Name of Project]
[Address]
Apartment Number: . Initial Occupancy Date:

I/'We, the undersigned, being first duly sworn, state that I/we have read and
answered fully, and truthfully each of the following questions for all persons who are to occupy

the unit in the above apartment development for which application is made, afl of whom are
listed below:

A. B. C. D. E.
Name of Relationship to Age Social Security Place of
Members Head of Nurmber Employment
of the Household Household
Head of Household
Spouse
1. The anticipated income of all the above persons during the 12-month

period beginning this date, including income described in Item 1(a) below, but excluding all
income described in subitem (b) below, is $

(a) The amount set forth above includes all of the following income (unless such
income is described in {b) below):

(i) all wages and salaries, overtime pay, commiissions, fees, tips and
bonuses before payroll deductions;

(i1) net income from the operation of a business or profession or from the
rental of real or personal property (without deducting expenditures for business expansion

or amortization of capital indebtedness or any allowance for depreciation of capital
assets);

(1ii) interest and dividends (include all income from assets as set forth in
Item 2(b) below);
(iv) the full amount of periodic payments received from social security,

Exhibit D to Regulatory Agreement
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annuities, insurance policies, retirement funds, pensions, disability or death benefits and
other similar types of periodic receipts;

(v} payments in lien of earnings, such as unemployment and disability
compensation, workmen’s compensation and severance pay;

(vi) the maximum amount of public assistance available to the above
persons;

(vii) periodic and determinable allowances, such as alimony and child
support payments and regular contributions and gifts received from persons not residing
in the dwclling;

(viii) all regular pay, special pay and allowances of a member of the
Armed Forces (whether or not living in the dwelling) who is the head of the household or
spouse; and

(ix) any earned income tax credit to the extent it exceeds income tax
liability.

(b) The following income is excluded from the amount set forth above:
(i) casual, sporadic or irregular gifts;

(ii) amounts which are specifically for or in reimbursement of medical
expenscs;

(iif) lump sum additions to family assets, such as inheritances, insurance
payments (including payments under health and accident insurance and worker’s
compensation), capital gains and settlement for personal or property losses;

(iv) amounts of educational scholarships paid directly to a student or an
educational institution, and amounts paid by the government to a veteran for use in
meeting the costs of tuition, fees, books and equipment, but in either case only to the
extent used for such purposes;

(v) hazardous duty to a member of the household in the armed forces who
is away from home and exposed to hostile fire;

(vi} relocation payments under Title II of the Uniform Relocation
Assistance and Real Property Acquisition Policies Act of 1970;

(vii) income from employment of children (including foster children)
under the age of 18 years;

(viii) foster child care payments;
Exhibit D to Regulatory Agreement
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(ix) the value of coupon allotments under the Food Stamp Act of 1977;

(x) payments to volunteers under the Domestic Volunteer Service Act of
1973;

(xi) payments received under the Alaska Native Claims Settlement Act;

(xii) income derived from certain submarginal land of the United States
that is held in trust for certain Indian tribes;

(xiif) payments on allowances made under the Department of Health and
Human Services’ Low-Income Home Energy Assistance Program;

(xiv) payments received from the Job Pattnership Training Act;

(xv) income derived from the disposition of funds of the Grand River Band
of Ottawa Indians; and

(xvi) the first $2000 of per capita sharés received from judgment funds
awarded by the Indian Claims Commission or the Court of Claims or from funds held in
trust for an Indian tribe by the Secretary of Interior.

2. If any of the persons described in Column A in the table above (or any
person whose income or coniributions were included in Item 1 above) has any savings, stocks,
bonds, equity in real property or other form of capital investment {excluding interests in Indian
trust lands), provide:

(a)  the total value of all such assets owned by all such persons:
$ ___,and

(b)  the amount of income expected to be derived from such assets in the 12-
month period commencing this date: $

3. (a) Will all of the persons listed in Column A above be, or have they
been, full-time students during five calendar months of this calendar vear at an educational
institution (other than a cotrespondence school} with regular faculty and students?

Yes No

(b)  (Complete only if the answer to Item 3(a} is “Yes™). Is any such person
(other than nonresident aliens) married and eligible to file a j oint federal income tax return?

Yes No

Exhibit D to Regulatory Agreement
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We acknowledge that all of the foregoing information is relevant to verification of
our status as Tenants of a Regulated Unit and compliance with City affordable housing policies
and ordinances and HUD affordable housing program requirements. We consent to the
disclosure of such information by the City to HUD and other third-parties involved in the audit,

monitoring or enforcement of such policies or programs.

We declare under penalty of perjury that the foregoing is true and correct.

Date: ~

Head of Household

Spouse

Exhibit D to Regulalory Agreement
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FOR COMPLETION BY PROJECT LESSEE ONLY:

Capitalized terms not otherwise defined in this form shall have the meanings set forth in
that certain Regulatory Agreement and Declaration of Restrictive Covenants, dated
, by and between the City and County of Honolulu, a municipal corporation of the
State of Hawaii (the “City”), and , 8 (the
“Lessee”), with respect to the above-refercnced Project (such agreemert, the “Agreement™).

I Calculation of eligible income:

(A)  Enter amount cntered for entire household from Item 1 above:

$

(B} Ts the amount entered in Item 2(a) above is greater than $5,000? Yes / No
If the answer to Item I(B) is “Yes,” please complete subitems (i)-(iii) below:

@) The product of the amount entered in Item 2(a) above and the current passbook
savings rate as determined by HUD: $

- (11)  The amount entered in Item 2(b) above: §

(i)  Item I(1) minus Item I(if) (if less than $0, enter $0): $

(C)  TOTAL ELIGIBLE INCOME (Item I(A) plus, if applicable, Ttem I(B)(iii)):
$ i

1I. Qualification as a Lower Income Tenant:

(A)  Isthe amount entered in Item I(C) less than or equal to one hundred twenty
percent (60%) of median income for the Area? Yes/No

(B)  Circle one of the following four items, as applicable:

(1)  Hltem lI(A) above is “No,” then the household does NOT qualify as a
Lower Income.

(i)  If Item [I(A) above is “Yes” and Item 3(a) above is “No,” then the
household qualifics as a Lower Income.

(i)  If Item II(A}) above is “Yes” and Item 3(b) above is “Yes,” then the
household qualifies as a Lower Income Tenant.
(iv)  If neither Subitem (ii) nor (jii) ahove is applicable, then the househald does
Exhibit D to Regulatory Agreement
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NOT qualify as a Lower Income Tenant.

III.  Number of apartment unit assigned: (enter here and on page one)

Lessee

NOTE TO PROJECT LESSEE: A vacant unit previously ocenpied by a Lower Income Tenant
may be treated as occupied by a Lower Income Tenant until reoccupied, other than for a period
of thirty-one (31) consecutive days or less, at which time the character of the unit shall be re-
determined. '

Exhibit I to Regulatory Agreement
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EXHIBITE

FORM OF STATISTICAL REPORT TO CITY

Reporting Period: R . Date:

Name of Projcet:

Capitalized terms not otherwise defined in this form shall have the meanings set
forth in that certain Regulatory Agreement and Declaration of Restrictive Covenants, dated
» by and between the City and County of Honolulu, a municipal corporation of the
State of Hawaii (the “City”), and , 8 - (the
“Lessee”), with respect to the above-referenced Project (such agreement the “Agreement”),

As of the date hereof:

1. Total units: __; units occupied by Lower Income Tenants:
; vacan( units most recently occupied by Lower Income Tenants;

2. Total units occupied by households with children: : Regulated Units
S0 occupied:
3. Total units occupied by elderly households with a member of age 62 or over:
Regulated Units so occupied:

4. The percentage of units currently occupied by Caucasian, African American,
Hispanic, Asian/Pacific Islander and American Indian persons are as follows:

Caucasian: %
African American: %
Hispanic: %o
Asian/Pacific Islander: %
American Indian: %
5. The number of Lower Income Tenants who terminated their rental

agreements during the previous twelve (12) month period is

6. The number of units rented to new Lower Income Tenants during the last twelve
(12) month period is

7. The family name of each household currently occupying a Regulated Unit
is listed on the schedule attached hereto,
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8. The number of Regulated Units of various sizes is:

Lower Income Tenant

Studio

One Bedroom

Two Bedrooms

Three Bedrooms

Four Bedrooms

By

Exhibit E to Regulatory Agreement
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SCHEDULE 1

TENANT PREFERENCES

1. Persons displaced by government action, provided that their Tenant application is submitted
between (a) the date of the initial displacement notice and (b) six (6) months after the actual
displacement action, and includes sufficient documentation of such displacement.

2. For Dwelling Units designed as accessible for persons with mobility, visual, hearing and/or
mental impairment, households containing at least one person with such impairment will
have first priority for those units. No special priority shall be given among such applicants
with regard to the specific type(s) of impairment.

Schedule 1 1o Regulatory Agreement
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SCHEDULE 2

TENANT SERVICES

1. Computer & Internet Access, including, but not limitcd to, on-site computer labs, online
training programs and broadband wircless intemet access.

2. Educational Opportunities, including, but not limited to, on-site lectures (covering health
and nutrition, computers, finance and recreation) and financial management seminars
conducted in partnership with local banking institutions.

3. Nutritional Opportunities, including, but not limited to, partnerships with local food banks
and nonprofit organizations (e.g., Meals on Wheels Association of America) to help Tenants
maintzain the healthiest possible diet and Iifestyle.

4. Veterans Support Qpportunities, inciuding, but not limited to, partnership with the
Veterans Administration and the ITawaii Public Housing Authority to target services to
honorably discharged working veterans in conjunction with Hawaii nonprofits specifically
serving veterans.

5. Ilealth Opportunities, including, but not limited to, connecting providers with residents for
1lu shots, screenings and preventative care.

6. Community Building, including, but not limited to, local sports teams, summer programs,
other programs previously provided by school programs which have been cancelled or
reduced, contact and discussions with local cultural organizations and safety programs (e.g.,
work with the local police departments to improve communication and visibility; financial
support to police as well as other organizations that work with local at-risk youth).

8chedule 2 to Regulatory Agreement
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% CITY COUNCIL

i CITY AND COUNTY OF HONOLULU N
HONOLULU, HAWAII .

RESOLUTION

AUTHORIZING LEASES OF CITY PROPERTY TO HONOLULU AFFORDABLE
HOUSING PARTNERS, LLC, UNDER SECTION 28-3.5, REVISED ORDINANCES OF
HONOLULU, AS PART OF THE HONOLULU AFFORDABLE HOUSING
PRESERVATION INITIATIVE.

WHEREAS, on February 15, 2012 and February 22, 2012 the City and County of
Honolulu published in the Honolulu Star-Advertiser a Public Notice announcing the
availability of the request for proposals (RFP related to leasing of tweive City-owned
affordable housing projects: Bachelors Quarters, Chinatown Gateway Plaza,
Chinatown Manor, Harbor Village, Kanoa Apartments, Kulana Nani Apartments, Manoa
Gardens, Marin Tower, Pauahi Hale, Westlake Apartments, West Loch Village and
Winston Hale (collectively, the “Projects”) through the Honolulu Affordable Housing
Preservatian Initiative (HAHPI); and

WHEREAS, on May 9, 2012, the Honolulu City Council adopted Bill 23, CD1
(Ordinance 12-12), which clarified and confirmed that with respect to the HAHPI
program, the RFP process pursued under Section 28-3.5 could encompass the entirety -
of each rental complex, including affordable, gap group, and market-rate rental housing
units, commercial space, parking facilities, and telecommunication facilities: and

WHEREAS, Ordinance 12-12 also provided for a redevelopment option to be
included into the leases for Pauahi Hale, Winston Hale, Bachelor's Quarters, and Kanoa
Apartments; and

WHEREAS, on May 9, 2012, the Honolulu City Council also adopted Bill 24, CD1
(Ordinance 12-13), which facilitated the HAHPI program by providing for the transfer of
public parking at Marin Tower, Chinatown Gateway Plaza, and Harbor Village via long-
term leases, while reserving to the City the use of a specific number of parking spaces
in these Projects for public parking, and reserving for the City Coungil the right to set
time limits, parking fees, and other regulations for the public parking spaces; and

WHEREAS, a total of seven initial proposals were received for the Projects by
the April 20, 2012 deadline, and after follow-up discussions between the City and the
proposers, seven "best and final offers” were received by the May 22, 2012 deadline:
and

WHEREAS, an evaluation of the proposals was conducted by a five-member
selection committee (one of whom was designated by the Council), with the commiitee
members individually scoring each of the proposals; and



, CITY COUNCIL

CITY AND COUNTY OF HONOLULU N
HMONCLULU, HAWAII 0.

RESOLUTION

WHEREAS, upon conclusion of the RFP evaluation process, the City selected
Honolulu Affordable Housing Partners, LLC (“HAHP") to be the lessee of the Projects;
and

WHEREAS, in accordance with Section 28-3.5(d), ROH, a written report was
submitted to the City Clerk on August 22, 2012, identifying HAHP and the other two top-
rated proposals for the public record; and

WHEREAS, the City and HAHP have negotiated the terms of a Purchase and
Sale Agreement (which is subject to Council approval by a separate resolution),
including payment of an up-front lump-sum acquisition lease rent payment or “lease
premium” in the sum of One Hundred Forty Two Million And No/100 Dollars
($142,000,000); and

WHEREAS, to assist HAHP with financing of the lease acquisitions, the City has
agreed, subject to City Council approval of the overall transaction and approval and
execution of the transaction documents, to coaperate in the large-scale
‘condominiumization” of five (5) Projects — specifically, Chinatown Gateway Plaza,
Chinatown Manor, Harbor Village, Marin Tower, and Winston Hale (collectively, the
“Condominium Projects™) — whereby HAHP will submit each such Project to a
condominium property regime and enable the Affordable Rental Housing Component,
the Market Rental Housing Component, the Commercial Rental Component, the Public
Parking Component, and the Resident Parking Component, as defined in the Purchase
and Sale Agreement (collectively, the “Project Use Components®”), as the case may be
in each such Project, to be separately leased by the City to one or the other of HAHP's
subsidiary entities and separately financed accordingly; and

WHEREAS, to effect such “condominiumization,” a total of twenty-six (26)
Leases are contemplated in connection with this transaction: nineteen {(19) for the
applicable Project Use Components within the five Condominium Projects (collectively,
the “Condominium Leases”) and seven (7) for the remaining Projects -- Bachelors
Quarters, Kanoa Apartments, Kulana Nani Apartments, Manoa Gardens, Pauahi Hale,
Westlake Apartments, and West Loch Village (collectively, the “Ground Leases™:
together with the Condominium Leases, collectively, the “Leases”);

WHEREAS, a schematic summary of the Leases and Lease-related documents
that are contemplated for the closing of this transaction is set forth in Exhibit A attached
hereto (the “Project Document Table”); and

WHEREAS, the City and HAHP agresd upon the forms of the following Lease
and Lease-related documents:
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(1)  the Ground Lease, attached hereto as Exhibit B;
(2)  the Condominium Lease, attached hereto as Exhibit C:

(3)  the Addendum to Lease (Affordable Housing Rental Component),
attached hereto as Exhibit D, to be used with the Ground Leases and
Condominium Leases as indicated in the Project Document Table;

(4)  the Addendum to Lease (Market Rental Housing Component), attached
hereta as Exhibit E, to be used with the Condominium Leases as indicated
in the Project Document Table;

(5) the Addendum to Lease (Commercial Rental Component), attached
hereto as Exhibit F, to be used with the Condominium Leases as indicated
in the Project Document Table;

(6)  the Addendum to L.ease (Redevelopment Component), attached hereto as
Exhibit G, to be used with the Ground Leases as indicated in the Project
Document Table;

(7)  the Addendum to Lease (Resident Parking Component), attached hereto
as Exhibit H, to be used with the Condominium Leases as indicated in the
Project Document Table;

(8)  the Addendum fo Lease {Public Parking Component), attached hereto as
Exhibit |, to be used with the Condominium Leases as indicated in the
Project Document Table;

(9) the Property Specific Lease Terms, attached hereto as Exhibit J, to be
used with the Ground Leases and Condominium Leases as indicated
therein; and

(10) the Regulatory Agreement, attached hereto as Exhibit K, to be attached to
and incorporated in the Ground Leases and Condominium Leases as
indicated in the Project Document Table; and

WHEREAS, the Council finds that: (1) notwithstanding the $1 per year rent
provided for in the Leases, the Lease rents charged are not “nominal” within the
meaning of Section 28-3.5(g), ROH, because the City and HAHP have negotiated a
$142,000,000 lease premium payment by HAHF; and (2) under the circumstances, the
certification contemplated by that secticn for nominal-rent leases is not required; and
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WHEREAS, in accordance with Section 28-3.5(f), ROH, the Ground Leases and
Condominium Leases, and the Regulatory Agreements incorporated therein by
reference, require Council approval by resolution; and

WHEREAS, the Council finds that it is in the public interest to lease the Projects
to HAHP in accordance with Section 28-3.5, ROH, and thus supports the City
administration’s decision to do so; now, therefore,

BE IT RESOLVED by the Council of the City and County of Honolufu that;

1) The Ground Leases, the Condominium Leases, the Addenda, the Project-
specific terms and the Regulatory Agreements are approved substantially in
the form attached hereto;

2) Upon satisfaction by the City and HAHP of all preconditions to closing set
forth in the Purchase and Sale Agreement, the Director of Budget and Fiscal
Services is authorized to execute

(a)  the Ground Leases, substantially in the form attached hereto as
Exhibit B, with appropriate Addenda attached thereto and Project-specific
terms included, as indicated therein and in the Project Document Table;

(b)  the Condominium Leases, substantially in the form attached hereto
as Exhibit C, with appropriate Addenda attached thereto and Project-
specific terms included, as indicated therein and in the Project Document
Table; and

(c)  the Reguiatory Agreements, substantially in the form attached
hereto as Exhibit D, each such Regulatory Agreement running
concurrently with the applicable Lease(s) for a period of sixty-five (65)
years, as indicated in the Project Document Table;

2) The Director of Budget and Fiscal Services is authorized to execute the
Ground Leases, the Condominium Leases and/or the Regulatory
Agreements with HAHP, or with one or more subsidiary entities or
nominees as may be designated by HAHP to take leasehold title to one or
more Projects at closing of the transaction:
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4) The Mayor, the Director of Budget and Fiscal Services, or the Director of
Community Services is hereby authorized to execute any incidental or
related documents to carry out the transactions described above, as long

as such documents do not increase either directly or indirectly the financial
obligation of the City; and

BE IT FINALLY RESOLVED by the Council of the City and County of Honoluly
that the Clerk be, and is hereby directed to transmit copies of this Resolution to Michael
R. Hansen, Director of Budget and Fiscal Services, and Samuel E. H. Moku, Director of
Community Services. A copy of this Resolution shall also be transmitted to Honolulu
Affordable Housing Partners, LLC, c/o Highland Property Development LLC, 250 W.
Colorado Boulevard, Suite 210, Arcadia, California 91007.

INTRODUCED BY:

Ernest Martin (BR)

DATE OF INTRODUCTION:

_August 22, 2012
Honolulu, Hawaii Councilmembers
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Addendum - Puhlic
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Condominium Lease
Regulatory Agreement
Addandum - Market
Housing Component

Ground Lease

Rental Housing Complex
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Affordable Rental Component
Market Rental Component

Public Parking Component
Resident Parking

X
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Commercial Space Cemponent X %
' X
X

Component

Affordable Rental Coment ' x| x| x
Commercial Space Component
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Market Rental Component
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Public Parking Component
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X
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Affordable Rental Component

X X X
Market Rental Component X X |
Commercial Space Component X X
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Wesilake Apartments X X i X

| West Loch Village - x X

Affordable Rental Component ' X b4
Commercizl Space Component X X
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Exhibit B

LEASE
between

CITY AND COUNTY OF HONOLULLU,
a municipal corporation of the State of Hawai'i

“lessor”

and

“Lessee”

HAHPE Master Ground Laase w4 (Si Distribution Drafy 2.6.2012) . doex
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“Business Day” means ali days except for Saturdays, Sundays and legal holidays observed by
the County. If a due date determined under this Agreement falls on g Saturday, Sunday or an official
County hoiiday, such due date will be deemed to be the next Business Day.

“Casualty” means any damage or desfruction of any kind or nature, ordinary or extraordinary,
foreseen or unforeseen, affecting any or all Improvements, whether or nat insured or insurable,

“Casuaity Termination” means a termination of this Lease because of a Substantial Casualty,
when and as this Lease expressly allows such a termination.

“Condemnation” means any temporary or permanent faking of (or of the right to use or ocoupy)
all ar any portion of the Premises by condemnation, eminent domain or any simitar proceeding.

“Condemnation Award" means any award(s) paid or payable {whether or not in a separate
award) to either party or its mortgagee after the Commencement Date because of or as compensation for
any Condemnation, including: (a) any award made for any improvements that are the subject of the
Condemnation, (b) the full amount paid or payable by the condemning autharity for the estate that is the
subject of the Condemnation, as determined in Condemnation, (c) any interest on such award, and
{d) any other sums payable on account of such Condemnation, including for any prepayment premium
under any morigage.

‘Condemnation Effective Date® means, for any Condemnation, the first date when the
condemning authority has acquired title to, or possession of, any portion of the Premises subject fo the
Condemnation.

"Construstion” means any alteration, construstion, demalition, development, expansion,
reconstruction, redevelopment, repair, Restoration, or other work affecting any Improvements, including
new consiruction and replacements. Construction consists of Minor Construction and Major Construction,

“Consumer Price Index” means the index published by the United States Department of Labor,
Bureau of Labor Statistics, and now known as the Consumer Price Index for Al Urban Consumers
(1982-84 = 100), U.8. City average, All ltems (or such comparable index as may be utilized in substitution
for or as the successor to the stated index). If such index is not published by the United States Bureau of
Labor Statistics, or successor agency thereof, at any time during the Term, then the most closely
comparable statistics on the purchasing power of the consumer dallar as published by a responsible
financial authority and selected by Lessor shall be utilized in lieu of such index.

“Control” means pussession, directly or indirectly, of the power to direct or cause the direstion of
the management and policies of such Person, whether by ownership of Equity Inferests, by contract, or
otherwise.

“County” means the City and County of Honolulu.

‘Default” means any Monetary Default or Nenmonetary Default,

‘Default Interest” means interest at an annual rate equal to the lesser of: (a) the Prime Rale plus
four percent (4%} per annum; or (b) the Usury Limit.

“Depository” means a bank or frust company mutually designated by Lesser and Lessee, which
is qualified under the Laws of the State of Hawai'i and having its principal office in Honeluiu, Hawai'l.



under Secticn 101 of the Comprehensive Environmental Response, Compensation and Liability Act of
1980, as amended by the Superfund Reauthorization Act of 1986, 42 U S.C. §9601 ef seq. or any
so-called "superfund” or “superlien” law; (d) defined as a “poflutant” or “contaminant” under 42 U.S.C.A.
§9601(33); (e) defined as "hazardous waste" under 40 C.F.R. Part 280; (f) defined as a "hazardous
chemical” under 29 C.F.R. Part 1910; or (g) subject to any other Law regulating, relating to or imposing
obligations, liability or standards of conduct concerning protection of human health, plant life, animal life,
natural resources, property or the enjoyment of lifs or preperty free from the presence in the environment
of any solid, liquid, gas, odor ar any form of energy from whatever source. The term “Hazardous
Substances” for purposes of this Leasa shall also include any mold, fungus or spores, whether or nat the
same is defined, listed, or otherwise classified as a *hazardous substance” under any Environmental
Laws, if such mold, fungus or spores may pose a risk to human health or the environment or negatively
impact the value of the Premises.

"Hazardous Substances Discharge” means any deposit, discharge, generatian, releass, or spill
of Hazardous Substances that occurs at or from the Premises, or info the Land, or that arises at any time
from the use, cccupancy, or operation of the Premises or any activities conducted therein or any adjacent
or nearby real property, or resulting from seepage, leakage, or other transmission of Hazardous
Substances from other real property to the Land, whether or not caused by a party to this Lease and
whether occurring before or after the Commencement Date.

‘Immaterial Loss” means a Casuaily or Condemnation where the Loss Froceeds of the
Condemnation Award, respectively, is less than $500,000.

“Indemnify” means, where this Lease states that any Indemnitor shall “Indemnify” any
Indemnitee from, against, or for a particular matter (the “Indemnified Risk"), that the Indemniter shall
indemnify the indemnitee and defend and hold the Indemnites harmless from and against any and all
loss, cost, claims, liability, penalties, judgments, damages, and other infury, deftriment, or expense
(including Legal Costs, interest and penaities) that the Indemnitee suffers or incurs: (a) from, as a result
of, or on account of the Indemnified Risk; or (b) in enforcing the Indemnitor's indemnity. Indemnitor's
counsel shall be subject to Indemnitee's approval, not to be unreasonably withheld. Any counse!
satisfactory to Indemnitor’s insurance carrier shall be automatically deemed satisfactory.

“Indemnitee” means any party entitled 1o be Indemnified under this Lease and its agents,
directors, employees, Equity Interest holders, mortgagees, and officers.

“Indemnitor” means a party that agrees to Indemnify any other Person.

“Institutional Lender" means a state or federally chartered savings bank, savings and loan
assaciation, credit union, commercial bank or frust company or a fareign banking institution (in each case
whether acting individually or in a fiduciary ar representative {(such as an agency) capacity); an insurance
company organized and existing under the Laws of the Unlted States or any state thereof or a foreign
Insurance company (in each case whether acting individually or in a fiduciary or representative {such as
an agency) capacity); an institutional investor such as a publicly held real estate investment trust, an
entity that qualifies as a "REMIC” under the Internal Revenue Code or other putlic or private investment
entity (in each case whether acting as principal or agent) which at the date hereof or in the future is
involved in the business of investing in real estate assels; a brokerage or invesiment banking
organization (in each case whether acting individually or in a fiduciary or representative (such as an
agency) capacily); an employees’ welfare, benefit, pension or retirement fund; any entity the liabitities of
which are insured by a gavernmental agency, er any combination of Institutional Lenders; provided that
each of the entities shall qualify as an Institutional Lender only if (at the time it becomes an Institutional
Lender) it shall not be an Affiliate of Lessee, :

“Insubstantial Condemnation® means any Condemnation except a Substantial Condemnatian,
a Temporary Condemnation, or an Immateriaf Loss.



“Market Value” of the Fee Fstate or the Leasehold Estate means, as of any date of
determination, the present fair market value of such estate (including the fair market value of the rights of
the holder of such estate in and to any Im provements) as of such dale, considered: (a) as if no Loss had
oceurred; (b).without adjusting for any expectation of any Loss; (c) as if the Leaschold Estate had nol
been terminated; (d)taking info account the benefits and burdens of this Lease (including, without
limitation, all cash flows and revenues, including devetoper fees, accruing to or reasonably anticipated to
accrue to the holder of the Leasehold Estate), the remaining Term, all Permitted Exceptions, and all other
matters affecting such estate and'its valuation; and (e} discounting to present value all the obligations and
benefits associated with such estate {including, in the case of the Fee Estate, the Rent and Lessor's
reversion). The Market Value shall be determined as if the Term were fo continue until the Scheduled
Expiration Date, and shall be determined independently of, and without regard to, any valuation
established in a Gondemnation.

"Minor Construction” means any Construction that Lesses slects in its discretion, or this Lease
requires Lesses, to undertake from time to time, except Majar Construction.

“Modification” means any abandonment, amendment, cancellation, discharge, extension,
modification, rejection, renewal, replacement, restatement, substitution, supplement, surrender,
termination, or waiver of a specified agreement or document, or of any of its terms or provisions, or the
acceptance of any cancellation, rejection, surrender, or termination of such agreement, document, or
terms,

. "Modify” means agree to, cause, make, or permit any Modification.

‘Monetary Default’” means Lessee’s failure to pay any Rent or other money (including Real
Estate Taxes and insurance premiums) when and as this Lease requires.

“Nonmonetary Default” means Lessee's: (a) failure to comply with any affirmative or negative
covenant or obligation jin this Lease, except a Monetary Default: or {b) breach of any representation or
warranty (as of the date made or deemed made).

“Notice” means any censent, demand, designaﬁon. slection, notice, or request relating fo this
Lease, including any Notice of Default. Notices shall be delivered, and shall become effective, anly in
accordance with the “Notices” Article of this Lease. :

“Notice of Default” means any Notice claiming or giving Notice of a Default or alieged Default.
“Notify” means give a Notice.

‘Permitted Exceptions™ means; (a) the recorded tifle exceptions affecting the Fee Cstate and
prior to this {.ease as of the Commencement Date, listed as exceptions in Lessee’s leasehold policy of
titte insurance for this Lease; (b) any Subleases existing as of the Commencement Date; (c) any title
exceptions (including new Subleases) caused by Lessee's acts or omissions, consented to or requested
by Lessee, or resulting from Lesses’s Default; (d) any Application made at Lessee’s request; {e) any title
exceptions resulting from the exercise of the rights reserved to Lessor in this Lease; and (f) the additional
matters, if any, listad in Exhibit B attached hereto.

“Person” means any association, corporation, Government, individual, Joint venture, joint-stock
cempany, limited liability company, partnership, trust, unincorporated organization, or other enfity of any
kind.

“Prime Rate” means the prime rate or equivalent “base” or “reference” rate for corporate loans
that is published in the Wall Street Journal as of the applicable date or, if such rate is o longer published,
then a reasonably equivalent rate published by an authoritative third party mutually designated by Lessar



‘Restoration Funds® means any Loss Proceeds (and deposits by Lessee) to be applied fo
Restoration.

"Restore” means accomplish a Restoration.
“State” means the State of Hawai'i.

“Sublease” means, for any portion of the Premises, any: (a) sublease; (b) agreement or
arrangement (including a concession, license, management, or occupancy agreement) allowing any
Person to occupy, use or possess; (c) subsublease or any further level of subletting; or {d) Modification or
assignment of clause {a) through clause (¢) above.

"Sublessee” means any Person entified to oCcupy, Use, or possess any premises under a
Sublease.

“Subrent” means all monsy due and payable by Sublessees under Subleases.

"Substantial Casuaity” means a Casualty that (a) oceours less than twenty (2i]) years before the
end of the Term and renders the Premises, in Lessee’s reasonable judgment (with Leasshold
Mortgagee’s consent), not capable of being economically Restored, or (b) pursuant to Law, prevents the
Premises from being Restored to substantially the same condition, and for the same use, as hefore the
Casualty.

“Substantial Condemnation" means any Cendemnation that takes the entire Premises or 50
much thereof that the remainder, in Lessee’s reasonable judgment (with Leasehold Mortgagee’s
consent), is not capable of being Restored to an economically viable whole for the conduct of the
Fermitted Use specified in Section 6.1.

‘Supplementary Agreement’ means any agreement, guaranty, letter of credit, security
agreement, or other document (except this Lease) by which any Person provides assurances, credit
enhancement, or security for any party’s performance under this Lease.

"Temporary Condemnation” means a Condemnation of the right to use or occupy all or part of
the Premises for a temporary period of tima. '

"Transfer" of any property means any of the following, whether by operation of law or otherwisa,
whether voluntary or involuntary, and whether direct or indirect: {a} any assignment, conveyance, grant,
hypothecation, mertgage, pledge, sale, or other transfer, whether direct or indirect, of all or any part of
such preperty, or of any legal, beneficial, or equitable interest or estate in such property or any part of it
(including the grant of any easement, lien, or other encumbrance); (b)any conversion, exchange,
issuance, Modification, realiocation, sale, ar other transfer of any direct ar indirect Equity Interest(s) in the
owner of such property by the holders of such Equity Interest{s}; or {c) any transaction described in
clause (b) above affecting any Equity Interesi(s) or any other inferest in such praperty or in any such
owner {or in any other direct or indirect owner at any higher tier of ownership) through any manner or
means whatscever. A transaction affscting Equity interests, as referred to in clause (b) through
clause (c) above, shall be deemed a Transfer by Lessee even though Lessee is mot technically the
transferor. A "Transfer” shall not, however, include any of the foregoing (provided that the other party to
this Lease has received Notice thereof) relating o any Equity Interest: (i) that constitutes a mere change
in form of ownership with no material change in beneficial ownership and constitutes a faxfree
transaction under federal income tax law; (i)to member(s) of the immeadiate family(ies} of the
transferor(s) or trusts for their benefit; or (fif) o any Parson that, as of the Commencement Date, holds an
Equity Interest in the entity whose Equity Interest is being transferred. [n addition to the foregoing, the
trading of an Equity Interest in any entity whose capital stock is listed on a nationally recognized stock
exchange shall nof constitute a Transfer.



223 Tille. The nature and extent of any recorded right of way, lease, possession, lien,
encumbrance, license, reservation or other title condition of record as of the Commencement Date
affecting the Premises including, without limitation, the existence of any easements, rights of ways or
other rights across, to or in ather properties that might burden andfor benefit the Premises;

224 Compliance. The development patential of the Premises andfor the zoning, land use, or
other legal status of the Land or Improvements or compliance with any public or private restrictions on the
use of the Land, as the same are in effect as of the Cormmencement Date or may be hereafter modified,
amended, adopted, published, promulgated or supplementied, or the compliance of the Land or
Impravements with any applicable Laws;

225 Hazardous Substances. The presence or removal of Mazardous Substances on, in,
under or abeut the Premises or any adjoining or neighboring property;

2.2.6  Economic Feasibility. Economic conditions or projections, development potential, market
data, or other aspects of the ecanemic feasibility of the Premises andfor the business 1 esses intends to
conduct on the Premises; '

2.2.7 Utilities. The availability, existence, quality, nature, adequacy and physical condition of
utilities serving the Premises;

2.28 Suitablity. The use, habitability, merchantability, fitness, suitability, value or adequacy of
the Premises for any particular purpose (including, without limitation, the Permiited Use specified in
Section 6.1);

2.2.9 DBoundaries. The boundaries of the Premises, the location of any Improvements on the
Land and/or the existence of any encroachments onto or from any adjacent lands;

2.2.10 Access. Access to the Premises, including from or through any particular route; and

2.211 Other_Matters. Any matter whatsoever not referenced above that pertains fo the
Premises,

2.3 Release of Lessor. lesses, on behalf of itself, its agents, directors, employees, Equity Interest
hoiders, mortgageses, and officers, hereby waives, releases and forever discharges Lessor and its agents,
directors, employees and offivers of and from any and all claims, actions, causes of aclions, demands,
rights, damages, cosfs, expenses or compensation whatsoever, direct or indirect, known or unknown,
foreseen or unforeseen, which Lessee or any its agents, directors, employees, Equity Interest holders,
mortgagees ar officers now have or which may arise in the future on account of or in any way related to or
in connection with any past, present or future aspect, feature, characteristic or condition of the Premises
of the nature and type specified in Sectlan 2.2.1 through Section 2.2.10: provided, however, that this
release shall not cover, pertain to, or deem to release any claim of Lessee against Lessor for breach of
this Lease.

ARTICLE 3:
TERM

31 Term. The terms and provisions of this Lease shall be effective as of the Commencement Date.
The term of this Lease (the “Term") shalt be approximately sixty-five (65) years commencing on the
Commencement Date and terminating at 11:59 p.m. on , 20__ (the "Scheduled Expiration
Date"}, unless terminated soaner.
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5.2 Real Estate Taxes. Lessee shall pay and discharge all Real Estate Taxes, if any, payable or
accruing for all periods within the Term, before failure to pay creates a material risk ta Lessor of forfeiture
or penalty, subject however to Lessee’s right of Contest as this Lease expressly provides, Lessee shall
also pay all interest and penalties any Government assesses for late payment of any Real Estate Taxes.
Lessee shall within a reasonable time after Natice from Lessor give Lessor reasonable proof that Lessee
has paid any Real Estate Taxes fhat this Lease requires Lessee {0 pay. Lessee shall have the scle right
and authority to contest Real Estate Taxes, in compliance with the Contest Canditions. Lessee shall also
have the right to apply for any applicable exemption from Real Estate Taxes applicable to the Premises.

5.3 Assessments in Instaliments. To the extent allowed by Law, Lessee may apply to have any
assessment payable in installments. Upen approval of such application, Lessee shall pay and discharge
only such instailments as become due and payable during the Term.

5.4 BID Decisions. If any propusal is made to include the Premises in any BID (or to Modify the
terms of any BID, including the amount or calculation of any required payments ar assessments) and the
ewner of the Premises is entifled to vote in favor of or against such proposal, then Lessee shall decide
how [o vots, the parties shall cooperate to effectuate such decision, and Lessee shall have full power fo
represent the Premises in all matters regarding the BID, provided both that (a)at the time of
determination” no uncured Event of Default exists, and (b) the unexpired portion of the Term is no less
than ten {10) years.

5.5 Direct Payment by Lessor. if any Additional Rent must be paid directly by Lessor, than:
{a) Lessor shall Motify Lessee of such Additional Rent and the payee entitled thereto, such Notification
constituting Lessee’s authorization to make such payment, insofar as applicabis, on behalf of Lessor, and
(b) if the payee nevertheless refuses to accept payment from Lessee, then l.essee shall Notify Lessor
and shall pay such amount to Lessor in a timely manner with reasonable instructions on remittance of
such payment. Lessor shall with reasonable promptness comply with Lessee's reasonabie instructions.

5.6 Utilities. Lessee shall arrange and pay directly, before the same become delinquent, for all fuel,
gas, electricity, light, power, water, sewage, garbage disposal, telephone, and other utility charges, and
the expenses of Installation, maintenance, use, and service in connection with the foregoing, for the
Premises during the Term. Lessor shall have absolutely no liability or responsibility for the foregoing,
provided that Lesser performs its obligations regarding any related Application.

5.7 Exclse Tax. Lessee shall pay to Lessor, as Additional Rent, the State of Hawai'i general excise
or surcharge tax on gross income, as the same may be amended, and all other similar taxas, surcharges,
rates andfer charges imposed upon Lessor with respect to rental or other payments fin the nature of a
gross recelpts tax, sales tax, privilege tax, surcharge or the like, excluding federal, state or county net
income taxes, imposed by any Government (collectively, the *Excise Tax"), such Excise Tax to be paid at
the time and together with each payment of Fixed Rent and Additiana Rent (which includes any and all
charges required under this Lease to be made by Lessee to Lessor) to the extent they are subject to the
Excise Tax. The Excise Tax due from Lessee shall be the amount which, when added to the applicable
Rent due or other payment (whether actually or constructively received by Lessor), shall vield to Lessor
(after deduction of all such tax payable by Lessur with respect te all such payments) a net amount which
Lessor would have realized from such payment had no such tax been imposed. It is the intent of this
Section 5.7 that Rent will be received by Lessor without diminution by any tax, assessmeni, charge, or
levy of any nature whatsoever, except net income taxes imposed by any Government, and the terms and
conditions of this Lease shall be liberally construed to effect such purpase.  Notwithstanding the
foregoing, Lessor confirms that the County is a political subdivision of the State, and, with respect to
rental payments received on its rental properties, the County is not subject to any tax imposead by the
State or the United States, including any gross receipts tax, sales tax, privilege tax, surcharge, or the like,
and inciuding specificaily the State of Hawaii general excige tax.
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6.4 Compliance with L aws. Lessee shall not use the Premises, ar do anything or suffer anything to
be done in or abeut the Premises that will in any way conflict with any Laws applicable fo the use,
condition or occupancy of the Premises. At its sole cost and expense, Lessee shall, in all material
respects and subject to Lessee’s right of Cantest, promply comply with all such applicable Laws. Lessee
shall, at its sole cost and expense, make all alterations to the Premises, and to any adjacent land
between the Premises and any public street, that are required ta comply with applicable Laws, whether in
effect as of the Commencement Date or thereafter. Lessee’s obligations under this Section 6.4 shall
include the obligation that Lessee, at its sole cost and expense, in accordance with the terms of this
Lease, make, build, maintain and repair all fences, sewers, drains, roads, curbs, sidewalks, parking areas
and cther improvements that may be required by Laws to be made, built, maintained and repaired in
connection with Lesseg’s or its Lessees’ use of the Premises or any part of the Premises, whether
located on the Premises or on other property.

6.5 Coples of Notices. Lessor shall promptly give Lesses and Lessee shall promptly give Lessor a
copy of any notice of any kind regarding the Premises or any Real Estate Taxes (including any bill or
statement), and any notice of nonrenewal or threatened nonrenewal of any Approval that Lessor receives
from any Government, utility company or insurance carrier affecting the Premises.

6.6 Entitlemants. Lessee shall maintain in fuli force and effect all entitlements and permits
necessary for the Permitted Use specified in Section 6.1.

6.7 lllegal Activities. Upon Lessor's receipt of actual notice or if Lessor, in its reasanable business
judgment, believes or suspects that illegal acts are taking place on the Premises, or the Premises are
being used for an illegal purpose that could result in criminal or civil forfeiture, or both, of the Premises or
any portion of the Premises, to any Government, Lessor may Notify Lessee, and Lessor may thereafter
take all reasonable and appropriate action as may ke necessary to stop such illegal activity, including
entry onfo the Premises. In such circumstances, Lessor shall have the right to conduct an investigation,
tncluding, without limitation, the right of enlry to the Premises and a review of Lessee's records. For any
entry onto the Premises, Lessor shall (a) provide Lessee oral or written notice prior to such enfry, unless if
is an emergency, (b) meet with Lessee’s property manager and/or designated representative, or if neither
is present; the individual who is physically present at the Premises on the day of the entry and claims to
be Lessee's representative, and (c) have such property manager or representative accompany Lessor
during its entry. If such investigation vields any evidence of any illegal activity on the Premises, Lessor
may immediately Nolify Lessee and Lessor may immediately take all reasonable and appropriate action
as may be necessary lo stop such illegal activity, If Lessee unreasanably refuses to commence any
action to stop such illegal activity within forty-eight (48) hours of receipt of such notice from Lessor, such
failure ar refusal shall constitute an Event of Default, By having the right to take certain actions in this
Section 6.7, Lessor is neither obligated nor required to take any such actlion, and shall not be liable to
Lessee, any Person or any Government if Lessor does not exercise such right,

6.8 Public Accommodations Laws. Without limiting Lessee's obligation fo comply generally with all
applicable Laws, Lessee, at its sole cost and expense, shall cause fhe Premises, including all
Improvemenis, and Lessee's use and acoupancy of the Premises, and Lesses’s perfarmance of its
obligations under this Lease, to comply with the requirements of the Public Accaommodations Laws, and
to take such actions and make such alterations or reasonable accommodations as are necessary for such
compliance, If Lessee concludes that the Premises are not in compliance with Public Accommadations
Laws as of the Commencement Date, or that the Premises thereafter fail to comply with Public
Accommodations Laws, then Lessee shall provide to Lessor a plan for compliance within one hundred
twenty (120) days of the Commencement Date or the date of such subsequent noncompliance, At
minimum, such plan shall identify the work to be done to cause the Premises fo be in compliance with
Public Accommaodations Laws and the tmetable for completing such wark, Any such work shall be
subject to Lessor's reasonable approval, and to the terms and cenditions of Article 7 and Article 8 as
applicable.
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Consfruction to be undertaken, and a written list of the name and address of each architect, consultant,
general contractor, subcontractor and materiaiman that Lessee has retained or will retain, along with each
such entity's applicable business license number. Upon written request by Lessor, Lessee shall provide
to Lessor copfes of any design, consulting or construction contract entered into by Lessee in connection
with such Major Construction.

8.1.2 Bonding. Lessee shall deposit with Lessor certificates or other satisfactory evidence that
the gsneral contractor has procured one or more bonds for a total amount not less than one hundred
percent (100%) of the total construction cost of any Major Construction, naming Lessor and Lesses as
co-obligees, In form and content and with a surely or sureties satisfactory to Lessor, guaranteeing the full
and faithful performance of the construction contract for such consiruction free and clear of all mechanics®
and materialmean’s liens and the full payment of all subceontractors, labor and materialmen,

8.1.3 Minor Constryction. Lessor's consent shall not be required for Minar Construction
{except for any consents, approval and/for permits as applicable Law may require from Lessor in its
governmental capacity); provided, however, that all contractors and subcontractors performing Minor
Construction shal! be licensed.

8.2 Manner of Construction. All Construction shall be diligently and continuously pursued from the
commencement thereof through completion, and shall be performed in a good and workmanlike manner,
sirictly in conformance with any and all Laws, and in accordance with any approved plans and
specifications.

8.3 Permits. Lessee shall be responsible for obtaining, at its sale cost and expense, all Approvals
. required for any Consiruction, and for any issuance or re-issuance of ail certificales of occupancy or
equivalent permits required by Law for the use and occuparicy of the Premises. Notwithstanding the
foregoing, Lessee shall apply for and prosecute any required Government review process for a general
plan amendment or rezoning anly through and in the name of Lessor, or otherwise with the approval of
Lessor,

8.4 Applications. Upon Lessee’s request, Lessor shall, without cost to Lesser, promptly join in and
execute any Application as Lessce reasonably requests, provided that: (a) such Application is in
customary form and imposes no material obligations {beyond cbligations ministerial in nature or merely
requiring compliance with Law) upon Lessor; and (b) no uncured Event of Defautt exists;. Prompfly upon
Lessee’s request and without charge (except reimbursement of Lessor’s reasonable out-of-pocket third
party costs and expenses), Lessor shall furnish ail information in its possessicn that Lessee reasonably
requeslts for any Applicatian,

B.5 Completion. Upon substantial completion of any Construction: (2) Lessee shall praperly publish
and file a "Notice of Completion” in the Office of the Clerk of tha Circuit Court of the State of Hawai'i in the
clreuit where the Premises are located, s certified “filed” stamped copy of which shall be provided by
Lessee to Lessor, (b) Lessee shall comply with any other applicable requirements of Law with respect to
the complstion of works of improvement, and (c) Lessee's architect shall deliver to Lessor a certificate
setting forth the total cost of such construction and, if the Construction is Major Censtruction, certifying
that the Construction has been completed in compliance with the approved plans and specifications for
sich work. In addition, Lessee shall deliver to Lessor & reproducible copy of the “as built” drawings of ail
Construction as well as all Approvals and other Gavernment documents, if any, issued in connection with
such Censtruction.

B.6 Construction Insurance. In addition to the requirements of Article 12, prior 10 commencing any
Major Consiruction, L.essee shall provide Lessor with evidence that Lessee carries "Builder’s All Risk”
nsurance covering the construction, including vandalism and malicious mischief, caovering all
Improvements in place on the Premises, ali materials and equipment stored at the Premises and
furnished under contract, and all materials and equipment that are in the process of fabrication at the
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8.11  Lease Termination. [f this Lease expires or is terminated prior to the completion of any
Construction, Lessee shall, at Lessor's option and at Lessee’s sole expense, either (a) promptly complete
such construction, or (b) remove ail such partially completed improvements, construction materials,
equipment and other items from the Premises and restore the Premises fo their pre-Construction
condition,

ARTICLE 9:
HAZARDQUS SUBSTANCES

9.1 Restrictions. Lessee shall not cause and shall use Lessee's best efforfs not to permit to ocour
on, under or at the Premises during the Term: (a) any viclation of any Environmental Laws; or (b) the use,
generation, release, manufacture, refining, production, processing, sterage, or disposal of any Hazardous
Subsfance, or transportation to or from the Premises of any Hazardous Substance, unless both:
(i) reasonably necessary and. customary to conduct any legal business in the Premises in accordance
with customary standards in such business, ar fo operate and maintain the Premises for uses this Lease
permits and (ii) in compliance with ali Environmental Laws.,

9.2 Compliance; Clean-Up. Lessee shall, at Lesses’s sole expense: (a) comply with Environmental
Laws and, {o the extent Environmental Laws require, clean up any Hazardous Substances Discharge;
{b) make all submissions to, deliver all infarmation required by, and otherwise fully comply with all
requirements of any Gavernment under Environmenial Laws; (c)if any Government requires any
clean-up plan or clean-up because of a Hazardous Substances Discharge, prepare and submit the
required plans and all related bonds and other financizl assurances; (d) promptly and diligently carry out
all such clean-up plans; and (e) Indemnify Lessor against any Hazardous Substances Discharge or
violation of Environmental Law. Any party's obligations under this Section 9.2 shall not limit such party's
rights against third parties.

9.3 Surrender Obligations. At the expiration or earlier termination of the Term, Lesseae, at Lessee’s
sole expense, shall cause all Hazardous Substances to be removed from the Premises and disposed of
in accordance with all Environmental Laws and as necessary to allow the Premises to be used for the
uses permitted under this Lease in accordance with Section £.1, and cause to be repaired any damage fo
the Premises caused by such removal.

9.4 Copies of Environmental Reports. Within thirty (30) days of receipt thereof, Lessee shall
provide Lessar with a copy of any and all environmental assessments, audits, siudies and reports
regarding Lessee's activities with respect to the Premises, or ground water beneath the Land, or the
environmental condition or any clean-up thereof. Lessee shall be obligated to provide Lessor with a copy
of such materials without regard to whether such materials are generated by Lessee or prepared for
Lessee, or how Lessee comes into possession of such materials.

9.5 Survival. Each covenant, agresment, representation, warranty and indemnification made by
Lessee set forih in this Article 9-shall survive the expiration or earlier terminalion of this Lease and shall
remain effective until all of Lessee’s obligations under this Article 9 have been performed and satisfied,

9.6 Discharges before Commencement. | essee agrees to accept the Premises in "AS 1S, WHERE
IS AND WITH ALL FAULTS" condition as described in Section 2.2, but Lessee shall have no
responsibility to clean up or remediate any Hazardous Substances Discharge occurring prior to the
Cemmencement Date and, as between Lessor and Lessee, the same shall continue to be Lessor's sole
responsibility.
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ARTICLE 11:
RIGHT OF CONTEST

111  Lessee’s Right: Contest Conditions. Notwithstanding anything to the contrary in this Leass,
Lessee shall have the exclusive right to contest, at its sole cost, by appropriate legal proceedings
diligently conducted in good faith, the amount or validity of any Real Estate Taxes or Prohibited Lien; the
valuation, assessment, or reassessment {(whether proposed, phased, or final) of the Premises for Real
Estate Taxes; the amount of any Real Estate Tax; the vaiidity of any Law or its application to the
Premises; the terms or .conditions of, or requirements for, any Approval; or the validity or merit of any
claim against which this Lease requires Lessee to Indemnify Lessor (any of the foregoing, a “Contest").
Lessee may defer payment or performance of the contested obligation pending cuicoma of the Contest,
pravided that Lessee causes the following conditions (collectively, the “Contest Conditlons”) to remain
safisfied:

11.1.1 No Criminal Act. Such deferral or noncompliance shall not constitute a criminal act by
Lessor or subject Lessor to a material risk of any fine or penalty, except civil penaities for which Lessae
has given Lessor a bond, letter of credit, or other security reasonably satisfactory to Lessor (the “Contest
Security”) in an amount equal to the reasonably estimated amount of such civil penaities.

11.1.2 No Liability. Such deferral or noncompliance creates no material risk of a fien, charge, or
other liability of any kind against the Fee Estate, unless Lessee has given Lessor Contest Security equal
to the reasonably estimaled amount of such lien, charge, or other liability, and such Contest Security
otherwise is accepiabie to Lessor, :

11.1.3 [Resarved.]

11.1.4 No Forfeiture. Such deferral or noncompliance will not place the Fee Estate in material
danger of being forfsited or lost, ’

11.1.5 No Cost tg Lessor. Such Contest shall be without cost, liability, or expense to Lessor.

11.1.6 Diligence. Lessee shall prosecule such Contest with reasonable diligence and in good
faith,

1.1.7 Payment. If required for such Contest, Lessee shall have paid the Real Estate Taxes or
other matter subject to the Contest.

11.1.8 Collection of Real Estate Taxes. If such Contest relates to any Real Estate Tax, then
such Contest shall suspend its collection fram Lessor and the Fes Estate.

11.1.8. No Event of Default. No uncured Event of Default shall exist under this Lease at the time
of such Contest,

11.1.10 Named Parties. If Lessor has been named as a party in any action, then Lessee shall
cause Lessor to be removed as such party and Lessee substituted in Lessor's place, if practicable and
permissible under the circumstances.

112 Lessor Obligatians and Protections. Lessar need not jaoin in any Contest unless Lessee has
complied with the Contest Conditions, and such Contest must be initiated or prosecuted in Lessors
name. {n such case, Lessor shall cooperate, as Lessee reasonably requests, fo permit the Contest to be
prosecuted in Lessor's name. Lessor shall give Lessee any documents, deliveries, and Information in
Lessor's control and reasonably necessary for Lessee fo prosecute its Contest. Lessor shall otherwise
assist Lessee in such Contest as Lessee reasonably requires. Lessee shall pay all reasanabie costs and
expenses, including Legal Costs, of any Contest, Lessee shall, at Lessor's request, advance (when
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12,2 Nature of Insurance Program. All insurance policies this Lease requires shall be issued by
carriers that: (a) have a palicyholders' rating of “A-, VI or better, based on the latest rating publication
of Property and Casualty Insurers by A.M. Bast Company {or its equivalent if such publication ceases to
be published); and (b)are lawfully- doing business in the State of Hawai. Lessee may provide any
instrance under a “blanket” or “umbrella” insurance policy, provided that (i) such policy or a certificate of
such policy shall specify the amount{s) of the total insurance aflocated to the Premises, which amount(s)
shall equal or exceed the amount(s) required by this Lease and shall not be reduced for clalms made far
other properties; and (ii) such policy otherwise complies with this Lease.

12.3  Policy Reguirements and Endorsements. All insurance policies this Lease requires shall
contain {by endorsement or otherwise) the following provisions:

12.3.1 Insureds. Liability Insurance policies shall identify Lessor as an “additional insured”.
Properly Insurance policies shall name Lessor and Lessee as loss payees as their respective interests
may appear, and each mortgagee this Lease allows under a standard noncanfrinuting mortgagee clause.
Noiwithstanding anything to the contrary, all Property Insurance Proceeds shall be paid and applied as
this Lease provides, On all insurance policies where Lessor is named as an additional insured, Lessor
shall be an additional insured to the full limits of liability purchased by Lessee even if those limits of
liability are in excess of those required under this Lease. '

12.3.2 Primary Caverage. All policies shall be written as primary paolicies not contributing to or in
excess of any coverage that Lessor may carry.

12.3.3 Contractual tiability. Liability Insurance policies shall contzin cordractual lfability
coverage, for Lessee’s indemnity obligations under this lLease, to the extent covered by customary
contractual liability insurance coverage. Lessee’s failure to obtain such contractual lfability coverage shali
not relieve Lessee from any indemnity obligation under this Lease. '

12.3.4 Severability of Interest. Liability Insurance policies shall cantain a clause clarifying that,
except with respect to coverage limits, the insurance applies separately to each insured and that the
policy covers claims or suils by one insured against other, to the extent customarily covered by liability
insurarice policies.

12.3.5 Nofice to Lessor. All policies required hereunder shall be written ta provide nof less than
sixty (60) days prior Notice of cancellation to Léssee, except for non-payment of premium, and Lesses
shall then notify Lessor within ten (10) calendar days of receipt of such Nofice of cancellation.

12.4  Deliveries to Lessor. On the Commencement Date, Lessea shall deliver to Lessor certificates
of insurance evidencing Lessee’s maintenance of all Liability Insurance and Property Insurance this
Lease requires.

12.5  Waiver of Certain Claims. Motwithstanding anything to the contrary contained in this Lease,
Lessee and Lessor each walve any right of recovery against the other party and against any other party
maintaining a policy of Property Insurance with respect to this Lease or the Premises, for any loss or
damage susfained by tessee or Lessor, as the case may be, that is covered by any policy of Property
nsurance maintained (or required to be maintained under this Lease) with respect to the Premises, or the
centents of the sama or any operation in the Premises, whether or not such loss is caused by the faulf or
negligence of Lessor or its agents, directors, employsss or officers, or is caused by the fault or
negligence of Lessee or its agents, directors, employees or officers. If Lessee’'s policy of insurance
relating to this Lease or to the Premises does not permit the foregoing waiver or if the coverage under
such policy would be invalidated as a result of such waiver, Lessee shall abtain from the insurer under
such policy a waiver of all right of recavery by way of subrogation against Lessor in connection with any
claim, loss or damage cavered by such policy.
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temparary certificate of occupancy for the Restoration to the extent required by Law, and delivered (or
simultaneously delivers in exchange for payment} final fien waivers from all Persons otherwise entitled [«
claim a Prohibited Lien because of the Restordtion;

13.3.2 Lien Waivers, Progress lien waivers for Restoration completed and paid for through the
date of the preceding disbursement; and

13.3.3 Other. Such other documents, deliveries, certificates and information as Depository
reasonably requires.

13.4  Substantial Condemnation. If a Substantial Condermnation occurs, then this Lease (except as it
relates to allocation of the Condemnation Award) shail terminate on the Condemnation Effective Date.
Rent shzll be apportioned accordingly. The Condemnation Award shall be paid in the following order of
priority: (a) first, Lessee (subject to the rights of any Leasehold Morigagees) shall receive such portion of
the Condemnation Award up te the Market Value of the Leasehoald Estate at the Condemnation Effective
Date, (b} second, Lessor shall receive such portion of the remaining Condemnation Award up fo [he
Market Value of the Fee Estate at the Condemnation Effective Date, and {(c} third, to the extent of any
remaining Condemnation Award, Lesses (subject to the rights of any Leasehold Mortgagees) shali
receive the remaining balance of the Candemnation Award.

13.5 Insubstantial Condemnation. If an Insubstantial Condemnation occurs, then any
Candemnation Award shall be paid to Depository to be applied first for Restoration in the same manner
as Property Insurance Proceeds. Whather or not the Condemnation Award is adequate, Lessee shall, at
its expense, Restore in the same manner as Restoration upon Casualty. Any Cendemnation Award
remaining after Restoration shall be distributed in the same manner as if it arose from a Substantial
Condemnation that affected only the part of the Premises taken.

13.6 Temporary Condemnation. A Temporary Condemnation shall not terminate this Lease or
excuse Lessee from full performance of its covenants aor any other cbligations' hereunder capable of
performance by Lessee during the period of such Temporary Condemnation, but in such case Lessee
shall receive any Condemnation Award for the Temporary Condemnation (to the extent applicable to
periods within the Term).

13.7  Immaterial Loss. [f an Immaterial Loss occurs, then Lessee shall receive any Condemnation
Award in trust to be applied first fo Restoration. Lessee shall Restore in accordance with this Lease.
After Restoration, Lessar shall receive any remaining Condemnation Award.

13.8  Surrender. If Lessee has the right to terminate this Lease as a result of a Condemnation,
Lessee shall do so by delivering written notice of such termination to Lessor within sixty (60) days after
the Condemnation Effective Date. Lessee shall surrender the Premises in accordance with the applicable
surrender pravisions of Arlicle 23, and Lessor and Lessee shall thereafter be relieved of any further
obligation under this Lease.

ARTICLE 14:
LESSOR’S RESERVED RIGHTS

141 Inspections. Notwithstanding anything to the contrary in this Lease, Lessor and its agents,
representatives, and designees may enter the Premises upon reasonable Nofice (axcept in the case of an
emergency} during regular business hours, to: (a) ascertain whether Lessee is complying with this Lease
(including the review of Lessee's records, contracts andfor Subleases pertaining to the Premises);
{b) cure Lessee’s Defaults, in accordance with this Lease; (c) inspect the Premises and any Construction;
(d) perform such tests, borings, and other analyses as Lesser determines may be necessary or
appropriate relating fo (nonjcompliance with any Law or possible Hazardous Substances Discharge;
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lands or property leased to Lessee or its Affiliate by Lessor and in & manner that is consistent with the
uses of the lands or property to which such rights or credits are transferred.

14.7  No Light or Air Easement. Any diminution or shutting off of light or air by any structure now
existing or hereafter erected by or on behalf of Lessor or Lessors Affilate on lands adjacent to the
Premises shall in no way affect this Leass, shall not constitute a constructive eviction or grounds for
reduction or abatement of Rent, or otherwise impose any liability on Lessor.

14.8  Provision Respecting_Cetfain Concessions. if there is any judicial determination, a binding
arbitration determination, or a determination made as part of a judicially-approved settlemant that the
Premises are subject to Hawai'i Revised Statutes §102-14, and Lessee is required as a resuit thereof to
grant any concessions or rights to operate vending machines in any part of the Premises, Lessor shall
Indemnify and hold harmless Lessee from and against (i} all revenues lost over the remaining Term of the
Lease that would,- but for Lessee's granting of the aforesaid concessions or rights, otherwise have been
realized by Lessee; and (i) any liability, cost, damage, and expense (including, without limitation,
atiorneys' fees and costs) that Lessee incurs in connection with any claims made against Lessee or any
proceedings under Hawai'i Revised Statutes § 102-14 to which Lessee is made a parly as a result of ifs
operation ¢f the Premises.

149  Project Name. Lessee agrees that it will not change the name by which the project is known or
identified without the prior written approval of Lessor.

14.10  General. In addition to Lessor's right, title and interest as the fee owner in the Land, Lessor also
shall have such rights as it may have as grantee, benefitted party or other party other than the fee owner
of the Land under any grants of easement, covenants, restrictions, Land Court orders, and other recorded
instruments or maps encumbering or affecting the Land (for example and not by way of limitation, rights
of Lessar as grantee under sewer or drainage sasements on, through or under the Land).

ARTICLE 15:
LESSOR'S TRANSFERS

15.1  Transfer of Lessor's Interest. Lessee acknowledges that Lessor has the right ta Transfer the
Fee Estate in accordance with Section 15.3. Lessee agrees that In the event of any such Transfer,
{a) Lessee shall look solely to such transferae for the performance of Lessor's obligations under this
Lease after the date of Transfer, and such transferee shall be deemed to have fully assumed and be
tiable for afl obligations of this Lease to be perfarmed by Lessor after the date of Transfer; and (b) Lessee
shall attorn to such transferee. Lessee hereby agrees to cooperate, at no cost to Lessee, with Lessor in
connection with any Transfer.

152 Release of Lessor. Upon any Transfer of the entire Fee Estate in compliance with this Lease,
the grantor automatically shall be freed and relisved from all liability (excluding liability previously
accrued) for performance of any covenanis or pbligations to be performed by Lessor after the Transfer,
provided that such successor Lessor assumes Lessor's present and future obligations under this Lease.
This Lease shall bind Lessor cnly while Lessor owns the Fee Estate, except as fo any liabilities and
obligations accrued before the date of Transfer of the Fee Fstate.

153  No Right of First Refusal/No Option to Purchase, If Lessor desiras to Transfer the Fee Estate
during the Term, it shall do 50 in full compliance with ail Laws governing the County's sale of real property
including, if applicable, an RFP or other public bidding process. Lessor shall give Lessee written notice of
Lessor's infent o Transfer the Fee Estate at least thirty (30) days prior to issuing such RFP or
commencing such public bidding process. Lessee understands and agrees that nothing in this Lease
grants Lessee an option or right of first refusal to purchase the Fee Estate from Lessor.
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Sublease entered Inta pursuant to and in accordance with this Lease shall nat be desmed a Transfer and
shall not require Lessor's consent.

17.3  Notice of Transfer. If Lessee desires Lessor's consent to any Transfer, Lessee shall Notify
Lessor in writing, which notice shall include {a)the proposed effeclive date of the Transfer; (b)the
material terms of the proposed Transfer; (c) a copy of the signed purchase and sale agreement betwaen
Lessee and the proposed transferee; (d) current financial statements of the propesed transferae certified,
cempiled or reviewed by an independent certified public accountant for the fiscal year mast recently
ended, and business credit, personal references and business history of the praposed transferee; and
(e) such other reasonable information in connection with the proposed Transfer as Lessor shall
reasonably request. '

174  Expenses. Within ten (10) days following demand, Lessee shall reimburse Lessor for Lessor's
reasonable costs (including attorneys' fees) incurred in reviewing and approving or disapproving, or
otherwise consulting with respect to, any Transfer.

ARTICLE 18:
SUBLEASES

[See Addendum]

ARTICLE 19:
LEASEHOLD MORTGAGES

19.1  Leasehold Morigage. Motwithstanding anything in this Lease to the contrary, Lessee shall have
the absolute and unconditional right, without Lessors consent, to execute and deliver Leasshold
Mortgage(s) at any time and from time fo time during the Term. Lesser shall not he required to jein in, or
“subordinate the Fee Estate to,” any Leasehold Mortgage, but shall execute and deliver such estoppe!
certificates and other certifications as any Leasehold Mortgagee shall reasonably require.

19.2  Protection of Leasehold Mortgagee. In the event Lessee subjects this Lease 10 a Leasehold
Mortgage, the provisions of this Article 19 shall apply with respect te sueh Leasshold Mortgage:

18.2.1 No Cancellation. Thers shall be no cancellation, termination, surrender or modification of
this Lease by Lessee or by joint action of Lessor and Lessee without the prior consent in writing of
L.easahold Mortgagee.

19.2.2 Goneurrent Notices. Lessor shall, upon serving Lessee with any notice pursuant to the
provisions of this Lease, concurrently serve a copy of the notice upon Leasehold Morlgagee.

19.2.3 Right to Cure. Leasehold Morigagee shall have the right, bui not the obligation, at any
time prior to termination of this Lease and without payment of any penalty, to pay all Rent due hereunder,
to effect any insurance, to pay any taxes or assessments, to make any repairs or improvements, fo do
any other act or thing required of Lessee under this Lease, and to do any act or thing which may be
necessary and proper to be dane in the performance and cbservance of the agreements, covenants and
conditions to prevent termination of this Lease. Any of the faregoing done by Leasehold Martgagee shail
be effective to prevent a termination of the Lease as the same would have been done by Lesses.

19.2.4 Cure Period. Notwithstanding anything in this Lease to the contrary, if any Event of
Befault shall oceur which, pursuant to any provision of this Lease, entitles or purportedly entitles Lessor to
terminate this Lease, Lessor shall have rio right to terminate this Lease unless (a) Lessor shall have given
written notice to the Leasehold Mortgagee of Lessee’s Default and stating Lessor's intent to terminate this
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for Lessor's denying consent), within forty-five (45) calendar days of receipt of Leasehold Mortgagee's
writlen request for such consent. If, in connection with Lessee’s financing of its interest under this Lease,
@ prospective lender requests that additional or modified protections be incorporated inta this Lease,
Lessor shall review and reasonably approve such requests and timely amend this Lease as necessary
and appropriate; provided, however, that such additions or modifications requested are generally
applicable and utilized in financings of leasehold estates similar to the Leasehold Estate under this Lease,
and that such requests do net materially and adversely affect Lessar's rights or materially increass
Lessor's obligations.

19.2.8 Liability Limits. In the event any third party or Leasehold Mortgagee acquires the
Leasehold Estate upon fareclosure {whether judicial or non-judictal in nature) or by assignment in lieu of
fareciosure, or acquires a leasehold estate in the Premises pursuant to the terms of a new lease, such
party, as the new lessee, shall be personally liable only for the obligations of the Lessee under this Lease
{or, if applicable, the new lease) arising during the period of time that such party holds title to the
Leasehold Estate created hereby (or, if applicable, the new lease).

ARTICLE 2q:
EQUIPMENT LIENS

20.1  Lessee’s Rights. If at any time or from time to time Lessee desires to enter inta or grant any
Equipment Lien that otherwise complies with this Lease: and provided that no uncured Event of Default
exists, then upon Lessee's request Lessor shall enter into such customary documentation regarding the
Financed FF8E as Lesses reasonably requests, providing for matiers such as: (a)waiver or
subordination of any right to take possession of such Financed FF&E upon an Event of Default; (b) waiver
or subordination of any other right, tille, or interest in the Financed FF&E; and {G) agreements to enable
the holder of such Equipment Lien to repossess such Financed FF&E if such holder exercises remedies
under its Equipment Lign.

20.2  Required Provisions for Equipment Liens. If Lessee enters into any Equipment Lisn, then
Lessee shall: (i) not file {ar cause or permit to be fled) such Equipment Lien as a lien against the Fee
Estate or any part of the Fee Estate, but Lessee shall he permitted to file or cause to be filed a fixture
filing attaching to Lessee's interest in the Premises relating to any Financed FF&E; and (i) cause ta be
inserted in the documents for such Equipment Lien a provision to the following affect:

Notwithstanding anything to the contrary herein, this chattel mortgage, conditienal sales
agreement, title retention agreement, or security agreement shall not create or be filed as a lien
against the Fee Estate.

ARTICLE 21:
QUIET ENJOYMENT

So long as this Lease has not been terminated, Lessor covenants that Lessee shall and may peaceahly
and quietty have, hold, and enjoy the Premisas for the Term, subject to the terms, covenants, conditions,
provisions and agreements set forth in this Lease, without hindrance or disturbance by or from Lessor or
anyone lawfully claiming by or through Lessor, and free of any encimbrance created or suffered by
Lessor, except Permitted Exceptions.
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redemption provided by any Law, or re-entry or repossession or o restare the operation of this Lease if
Lessee is dispossessed by a judgment or by warrant of any court or judge or in case of re-entry ar
repossession by Lessar or any expiration or termination of this Lease. No re-entry by Lessor, whether
had or taken under summary proceedings ar otherwise, shall absolve or discharge Lessee from lability
under this Lease. The terms “enter,” ‘re-enter,” “entry,” and ‘re-entry,” as used in this Lease, are not
restricted to their technical legal meanings.

22.2.3 Suits Before Expiration Date. Lessor may sue for damages and/or to recover Rent from
time fo time at Lessor's election; nothing in this Lease requires Lessor to wait until the date when this
Lease or the Term would have axpired absent an Event of Default and a resulting termination of this
|ease,

22.2.4 Receipt of Monays. No receipt of money by Lessor from Lessee after termination of this
Lease, or after the giving of any notice of termination of this Lease, shall reinstate, continue, or extend
this Lease or affect any notice theretofore given to Lessea, or waive Lessors right ta enforce payment of
any Rent payable or later falling due, or Lessor's right to recover possession by proper remedy, except as
this Lease expressly states otherwise, it being agreed that after service of Notice to terminate this Lease
or the commencement of suit or summary proceedings, or after final order or judgment for possession,
Lessor may demand, receive, and collect any moneys due or thereafter falling due without in any manner
affecting such notice, proceeding, order, suit or judgment, all such moneys collected being deamed
payments on account of Lessee’s liability,

22.2.5 No Waiver. No failure by Lessor to insist upon strict performance of any covenant,
agreement, term, cr condition of this Lease or to exercise any right or remedy upon a Default, and no
acceptance of full or partial Rent during continuance of any such Default, shall waive any such Default or
such covenant, agreement, term or condition. No covenant, agreement, term or condition of this Lease to
he performed or camplied with by Lesses, and no Default, shall be Madified except by a wriften
instrument executed by lessor. No waiver of any Default shall Modify this Lease. Fach and avary
covenant, agreement, term, and condition of this Lease shail continue in full force and effect with respect
to any other then-existing or subsequent Default of such covenant, agreement, term or condition of this
Lease. '

22.2.6 Receiver. Lessor shall be entitlied as a matter of right, by ex parfe arder or otherwise, to
the appointment without bond of a receiver of the Premises, and of the rems, revenues, income and
profits generated from the Premises, without regard to the value of the Premises ar the solvency of any
Person liable for the payment of any monetary abligation under this Lease, and regardless of whather
Lessor has an adequate remedy available to Lessor under this Lease or under applicable Laws.

22.2.7 Damages. Lessor may recover from Lessee all damages Lessor incurs by reason of
Lessee’s Default, including reasonable costs of recovering passession, re-letting the Premises, and any
and all other damages legally recoverable by Lessor, and reimbursement of Lessor's reasonable
out-of-pocket costs, including Legal Costs. Lessor may recover such damages af any time after L essee’s
Default, including after expiration of the Term. Notwithstanding any Law to the contrary, Lessor need not
commence separaie actions to enforce Lessee's obligations for sach month’s accrual of damages for
Lessee's Default, but may bring and prosecute a single combined action for all such Rent and damages.

22.2.8 Injunction of Breaches. Wheather or not an Event of Defauli has occurred, Lessor may
obtain a court order enjoining Lessee from continuing any Default or fram committing any threatened
Default. Lessee specifically and expressiy acknowledges that damages would not constitute an adequate
remedy for any Nonmonetary Default.

. 22289 Continue Lease. Lessor may at Lessor's aption maintain Lessee's right to possession,
In such case, this Lease shall continue and Lessor may continue to enforee it, including the right to collect
Rent when due and any remedies for nonpayment.
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Lessee, and Lessor expressly reserves the right to require Lessee to surrender possession of the
Fremises to Lessor as provided in this Lease upen the expiration or earlier termination of this Lease.

22,7 Waivers: Jury Trial, Redemption. Lessor and Lesses irrevecably waive all rights to rial by jury
in any action, proceeding, counterclaim, or other litigation arising out of or relating to ihis Lease, the
relationship of Lessor and Lessee regarding the Premises, enforcement of this Lease, Lessee's use or
occupancy of the Premises, any claim of injury or damage arising between Lessor and Lessee, or any
aclions of Lessor in connection with or relating to the enforcement of this Lease. Lessee waives any right
of redemption provided for by Law,

22.8  Accord and Satisfaction; Partial Payments. No payment by Lessee or raceipt by Lessor of a
lesser amount than the amount owed under this Lease shall be deemed to be other than a part payment
an account by Lessee. Any endarsement or statement on any check cr letter accompanying any check or
payment of Rent shall not be deemed an accord or satisfaction. Lessor may accept any such check or
payment without prejudice to Lessor's right to recover the balance of such Rent or pursue any other
remedy.

22.9  Lessor's Default. Lessor shall be in default under this Lease if Lessor fails to cure any breach of
its obligations under this Lease within thirty (30) days after Nofice from Lessee describing such breach in
reasanable detall, or, in the case of a breach that cannat, with due diligence, be cured within thirty {30)
days from such Notice, if Lesser shall not (a) within thirty (30) days from Lessee’s Notice advise Lessee
of Lessor's infention to take all reasonable steps to cure such default; {b) duly commence such cure
within such period, and then diligently prosecute such cure to completion; and (c) complete such cure
within a reasonable time under the circumnstances (not necessarily limited fo thirty (30} days).

2210 Miscellaneous. Lessor and Lessee further agree as follows with respect to any Defaults and
Lessor's rights and remedies:

22.10.1 Survival. No termination of this Lease and no taking possession of or re-letting the
Premises shall relieve Lessee of its liabilities and obligations hereunder, all of which shall survive such
expiration, termination, repossession, or re-lefting, but subject to any limitations on personal liahility or
recourse in this Lease.

22.10.2 No Double_Recovery. In no event shail Lessor be entitled, directly or indirectly, to
recover twice for the same element of Lessor's damages.

ARTICLE 23:;
END OF TERM

Upon any Expiration Date: (a) all Improvements, FF&E, and Building Equipment shall hecome Lessor's
property; (b) Lessee shall deliver to Lessor possession of the Premises, In the condition this Lease
requires, subject to any Loss that this Lease does not require Lessee fo Restore; (c) Lessee shall
surrender any right, title, or interest in and to the Premises and deliver such evidence and confirmation
thereof as Lessor reasonably requires; (d) Lessee shall deliver the Fremises free and clear of ali:
Subleases, and liens except (1) Permitied Exceptions existing as of the Commencement Date or
consented to by Lessor, (2) Subleases executed pursuant to this Lease or consented to by Lessor, and
(3) liens that Lessaor or any of its agents caused: (e) Lessee shall assign ic Lessor, and give Lessor
copies or originals of, all assignable licenses, permits, confracts, warranties, and guarantees then in
effect for the Premises, along with copies of all operating manuals and similar documentation relating to
all Improvements, FF&E, and Building Equipment, and the current year's operating budgat for the
Premises (including applicable back-up information); (f) the parties shall cooperate to achieve an orderly
transition of operations from Lessee to Lessor withaut interruption, including delivery of such infortnation,
hooks and records (or copies thereof) as Lessor reasonably requires; (g)if such plans are available,
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estoppel certificate may be relied upon by the Requesting Party (and any Person on behalf of whom the
Requesting Party requested such estoppel certificate) and shall bind the Certifying Party. Failure of the
Certifying Party fo timely execute, acknowiedge and deliver such estoppel certificate shall constifufe an
acknowledgment hy the Certifying Party that statements included in the estoppe! certificate are true and
correct, without exception.

26.2  Further Assurances. Fach party shall execute and deliver such further documents, and perform
such further acts, as may he reasonably necessary to achieve the parties’ intent in entering into this
Lease,

26.3  Memarandum of Lease. This Lease shall not he recorded; provided, however, that either
Lessor or Lessee may elect to have a memorandum of this Lease recorded in the Bureau of
Conveyances of the State of Hawai'i or filed in the Office of the Assistant Regisirar of the L.and Court of
the State of Hawai'i, as appropriate. Such memorandum shall be sufficient to give constructive notice of
the tenancy hereby created and setting forth a description of the Premises, the term of this Lease and any
other provisions agreed to by the parties hereto {or required by a Leasehold Morigagee), and shall be
executed by the parties hereto. If the parties amend this Lease, then the parties shall record a
memarandum of such amendment. Notwithstanding the foregoing, this Lease shali be recorded i such
recerdatior is required by a Leasehold Morigagee or a prospective Leasehold Mortgagee.

26.4  Modification. Any Madification of this Lease must be in writing signed by the party to be bound.

28.5 Successors and Assigns. This Lease shall bind and banefit Lessor and Lessee and their
successors and assigns, but this shall not limit or supersede any Transfer restrictions. Nothing in this
Lease confers on any Person (except Lessor, Lessee, and any Leasehold Mortgagees) any right ta insist
upon, or to enforce against Lessor or Lessee, the performance or observance by either party of its
obligations under this Lease.

ARTICLE 27;
CULTURAL AND ARCHEQLOGIGAL

271 - Native Hawaiian Rights. Lessee shall respect and recagnize any and all rights of native
Hawaiians {o exercise traditional rights, customs, practices, prerogatives, privileges and usufructs on the
Premmises, if any, in accordance with applicable Laws.

27.2  Human Remains; Artifacts: Historical Items.

- 27,21 Discgvery, In the event any human remains, traditional cultural items, artifacts or
historical items (collectively ‘Historic Items”) are discovered an the Premises, Lessee shalf immediately
report such discovery to Lessor. Upon such discovery and subject to Lessor's approval, Lessee shall, at
Lessee's sole expense: (a) cause all excavation or other activity in the immediate area that may damage
the Historic ltems or the potential historic site to cease: (b} cause the site to be stabilized and secured to
temporarily protect the Historic ltems against damage, theft, or both; and (c) cause the Historic ltems to
be left untouched so that their culiural, archaeological or historical context may be accurately documented
and to honor cultural sensitivities related to the Historic ltems; provided, however, that if artifacts or
historical items are found without human remains, and if leaving the artifacts or historical items in their
stabilized and secured site poses a substantiaf risk of loss or damage fo all or part of them, Lessee shall
causa such Historic tems {o be removed and safeguarded elsewhere.

27.22 Humgn Remains. In the event Lessee discovers human remains, Lessee shail, at
Lessee’s sole expense and in addition to the duties set forth in Section 27.2.1, (a) report the discovery as
soon as possible to Lessor, the Historic Preservation Division of the Department of Land and Natural
Resources of the State of Hawai'i (“SHPD"), the appropriate medical examiner or corener, and the
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prevailing party shall be entitled to reimbursement of iis Legal Costs with Default Interest and all other
reasonable costs and expenses incurred in enforcing this Lease or curing the other party’s default.

284 No Consequential Damages. Whenever either party may seek or claim damages against the
other party (whether by reason of a breach of this Lease by such party, In enforcement of any indemnity
chiigation, for misrepresentation or breach of warranty, or otherwise), neither Lessor nor Lessee shall
seek, nor shall there be awarded or granted by any court, arbitrator, or other adjudicator, any speculative,
consequential, collateral, special, punitive, or indirect damages, whether such breach shall be willful,
knowing, intentional, deliberate, or otherwise, except as otherwisa expressly permitted by this Lease.
The parlies intend that any damages awarded to efther party shall be limited to actual, direct damages
sustained by the' aggrieved party. Neither party shall be liable for any lass of profits suffered or claimed to
have heen suffered-by the other.

28.5 No Waiver by Silence. Failure of either party to complain of any act or omission on the part of
the other party shall not be deemed a waiver by the non-complaining party of any of its rights under this
Lease. No waiver by either party at any time, express of implied, of any breach of this Lease shall waive
such breach ar any other breach.

28,6  [Reserved.]

28.7 Performance Under Protest. If a dispute arises about perfarmance of any obligation under this
Lease, the party against which such obligation is asserted shall have the right to perform it under protest,
which shall not be regarded as voluntary performance. A party that has performed under protest may
institute appropriate proceedings to recover any amount paid or the reasonable cost of otherwise
complying with any such abligation.

23.8  Survival. All rights and obligations that by their nature are to be performed after any termination
of this Lease shall survive any such termination.

28,9  Unavelidable Delay. Each party's obligation to perform or 6bserve any nonmenetary obligation
under this Lease shall be suspanded during such time as such performance or observance is prevented
or delayed by Unavoidable Delay.

28.10 Broker. Each party: {a)represents and warrants that it did not engage or deal with any broker or
finder, except Broker, in connsction with this Lease and no parson except Broker is entitled to any
commission or finder's fee on account of any agreement or arrangement made by such party: and
(b) shall Indemnify the other party against any breach of such representation. Lessor shall compensate
Broker under a separate agreement and Indemnify Lessee against any claims by Broker.

28.11 Service of Progess. Lessee and every assignee shall sither be domiciled in the State of Hawai'j
or shall, effective upon the date of this Lease (for the original Lessee) or upon the date of saigd
assignment (for an assignee), designate in writing an agent who is domiciled in the State of Hawai'j upon
whom service of notice or process may be made at all times (if applicable, Lessee's first such agent for
service of process is designated in Exhibit D. Service of summans or other legal process upon said
agent shall be conclusively deemed to be complete upon Lessee and shall authorize the court from which
such summons or legal process has issued to proceed in all respects as in the case of service personally
made upon an individual. In the event Lessee fails to designate said agent for the service of process, or
upon the death or ahsence of said agent, unless a successor shall be promptly named, the Director of
Commerce and Consumer Affairs of the State of Hawaii shali be deemed Lessee’s ar assignee’s agent
for service of notice and process, and any notica or process served upon said designee or said Director
of Commerce and Consumer Affairs shall have the force and effect of personal service upon Lessee or
sald assignee in all matters respecting this Lease and the enforcement thereof, Lessee and every
assignee shall be duly qualified by the Director of Commerce and Consumer Affairs to do business in the
State of Hawaii.
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29.7  Principles of Interpretation. No inference in favor of or against any party shall be drawn from
the fact that such party has drafted any part of this Lease. The parties have both participated
substantially in its negatiation, drafting, and revision, with advice from counsel and other advisers, Aterm
defined in the singular may be used in the plural, and vice versa, all in accordance with ordinary principles
of English grammar, which also govern all other language in this Lease. The words "include” and
“including” shail be construed to be followed by the words: “without limitation.” Each of thess terms shall
be interpreted as i followed by the werds “(or any part of It)” except where the context clearly requires
otherwise: Building Equipment; FF&E; Fee Estate; Improvements; Land; Leasehold Estate; Premisas;
and any other similar collective noun. Every reference to any document, including this Lease, refers to
such document as Modified from time to time {except, at Lessor's option, any Modification that violates
this Lease), and includes all exhibits, schedules and riders to such document. The word “or” includes the
word “and.” “ b '

29.8 {Reserved.]

29.9 Time of the Essence. Except as otherwise expressly provided in this Lease, time is of the
essence with raspect to all provisions of this Lease.

2910 Computation of Deadlines. If a dus date determined under this Lease falls on a Saturday,
Sunday or official County heliday, such due date will be deemed to be the next Business Day.

28.11  Joint and Several. If there is more than cne Person comprising Lessee, the obligations imposed
upon such Persons under this Leasa shall be joint and several.

ARTICLE 30:
ADDENDUM

30.1  Addendum. This Lease is subject to the terms and provisions of the Addendum attached heretn
and incorporated herein by this reference. In case of any conflict between any term, provision, definition,
and the like, as sat forth directly herein and as sat forth in the Addendum, the Addendumn shall control.

[SIGNATURES APPEAR ON NEXT PAGE]
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EXHIBIT A

LEGAL DESCRIPTION AND ENCUMBRANGCES

[TO BE ATTACHED; LEGAL DESCRIPTION AND,LIST OF AL ENGUMARANGES OF REGORD]



LESSOR:

LESSEE:

Telephona:

(INCUDING REQUIRED COPY RECIPIENTS

EXHIBIT C

NOTICE ADDRESSEES

Attn:

Telepheone:

Facsimile:

Email:

With a copy to:

Attn;

Telephone:

Facsimile:

Email:

Attn:

Telephone:

Facsimile:

Email:

With a copy to:

Attn:

Facsimile:

Email:
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and
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LLEASE
This LEASE (this “lL.ease”) is made and entered into as of , 2012
(the "Commencement Date”), befween the CITY AND COUNTY OF HONOLULU, a municipal
corporation of the State of Hawai'i (‘Lessor”), and

a ("Lessee”).

For good and valuable congsideratian, the sufficiency of which is hereby acknowledged, Lessor
hereby leases fo Lessee, and Lessee hersby accepts and leases from Lessor, upon the terms and
conditions set forth in this Lease and all Exhibils attached hereto, the "Premises” defined in Section 2.1
below.

ARTICLE 1:
DEFINITIONS

The following definitions apply in this Lease:

"Affiliate” of any specified Person means any other Persan Controlling or Controfled by or under
common Control with such specified Person. "Affiliated” shall have the correlative meaning.

“Application” means any agreement, application, certificate, document, or submission (or
amandment of any of the foregoing): (&) necessary or appropriate for any Construction this Lease allows,
including any application for any building permit, cerfificate of occupancy, utility service or hookup,
easement, covenant, condition, restriction, subdivision, or such other instrument as Lessee may from time
to time reasonably request for such Censtruction; (b) to allow Lessee to abiain any abatement, deferral,
or other benefit otherwise available for Real Estate Taxes; (c) to enable Lessee from time to time to seek
any Approval or to use and operate the Premises in accordance with this Lease; or (d) otherwise
reasonably necessary and appropriate to permit Lessee to realize the benefits of the Premises under this
Lease.

“Approvals” means any and all licenses, permits (including building, demolition, alteraticn, use,
and special permits), approvals, consents, certificates (including certificate(s) of occupancy), rulings,
variances, authorizations, or amendments to any of the faregoing as shall be necessary or appropriata
under any Law to commence, perform, or complete any Construction, use, occupancy, maintenance, or
operation of the Premises.

"Bankruptcy Law™ means Title 11, United States Code, and any other or successor stale or
federal statute relating te assignment for the benefit of creditors, appointment of a receiver or trustee,
bankruptey, composition, insolvency, moratorium, reorganization, or similar matters.

“Bankruptcy Proceeding” means an'y proceeding, whether voluntary or involuntary, under any
Bankrupicy Law.

“BID" means any business improvement district or similar district or program, proposed or actual,
that includes, may include, or affects any Premises.

“Broker” means CBRE, Inc.
“Building Equipment” means all fixtures incorporated in the Premises owned by Lessor ar

Lessee and used, useful, or necessary to operate the Improvements (including boilers; compactars;
compressors; conduits; ducts; elevators; engines; equipment; escalatars; fittings; heating, ventilating and



air conditioning systems; utility systems: machinery; and pipes) as opposed to operating any business in
the Improvements. :

“Business Day” means all days except for Saturdays, Sundays and legal holidays observed by
the County. If a due date determined under this Agreement falls on a Saturday, Sunday or an official
County holiday, such due date will be deemed fo be the next Businass Day.

“Casualty” means any damage or destruction of any kind or nature, ordinary or extraordinary,
foreseen or unforeseen, affecting any or all Im provements, whether or not insured or insurable.

"Casualty Termination” means a termination of this Lease because of a Substantial Casualty,
when and as this Lease expressly allows such a termination,

“Condemnation” means any temporary or permanent taking of (or of the right to use ar ocecupy)
all or any portion of the Premises by condemnation, eminent domain or any simitar proceeding.

‘Condemnation Award" means any award(s) paid or payable {whather or not in a separate
award) to either party or its mortgagee after the Commencement Date because of or as compensation for
any Condemnation, including: (a) any award made for any improvements that are the subject of the
Condemnation, {b) the fuli ameunt paid or payabie by the condemning authority for the estate that is the
subject of the Condemnation, as determined in Condemnation, (¢)any interest on such award, and
(d) any other sums payable on account of such Condemnation, including for any prepayment premium
under any mortgage.

‘Condemnation Effective Date” means, for any Condemnation, the first date when the
condemning authority has acquired title to, or possession of, any portion of the Premises subject fo the
Condemnation.

“Condominium Association” means an assaciation formed pursuant to § 514B-102, Hawaii
Revisad Statutes.

“Construction” means any alteration, construction, demolition, devalopment, expansion,
reconsfruction, redevelopment, repair, Restoration, or other work affecting any Improvements, including
new construction and replacements. Construction consists of Minor Censtruction and Major Construction.

"Consumer Price Index” means the index published by the United States Department of Labor,
Bureau of Labor Statistics, and now known as the Consumer Price Index for All Urban Consumers
(1982-84 = 100), U.S. City average, All items {or such comparable index as may be utilized in substitution
for or as the successor to the stated index). If such index is not published by the United States Bureau of
Labor Statistics, or successor agency thereof, at any time during the Term, fhen the most clossaly
comparable statistics on the purchasing power of the consumer doliar as published by a responsible
financial authority and selected by Lessor shall be utilized in lieu of such index, '

‘Control” means possession, directly or indirectly, of the power to direct or cause the direction of
the management and policies of such Person, whether by ownership of Equity Interests, by contract, or
otherwise. :

“‘County” means the City and County of Honelulu.

"Default” means any Monetary Default or Nonmonetary Defaulf,

“Default Interest” means interest at an annual rate equal to the lesser of: (a) the Prime Rate plus
four percent (4%) per annum; or (b} the Usury Limit.



‘Depository” means a bank or trust company mutually designated by Lessor and Lesses, which
is qualified under the Laws of the State of Hawai'i and having its principal office in Honolulu, Hawai'i,

‘Environmental Law(s)" means any Law regarding the following at, in, under, above, or upon the
Premises: (a) air, enviranmental, ground water, or soil conditions; or (b} clean-up, Contral, disposal,
generation, starage, release, transpartation, or use of, or liability or standards of conduct concerning,
Hazardous Substances.

“Equiprnent Lien" means any security interest, flnancing lease, personal property lien,
conditional sales agreement, chattel mortgage, security agreement, title retention arrangement or any
similar arrangement (including any related financing statement) for Lessee’s acquisition or leasing of any
Financed FF&E used in the Premises that is leased, purchased under conditional sale or installment sale
arrangements, encumbered by a security interest, or used under a license, provided that each Eguipment
Lien encumbers or otherwise relates only to the Financed FF&E for which such secured party provides
bona fide purchase-money financing or a hana fide equipment lease, after the Commencement Date. A
Leasehold Mortgage is not an Equipment Lien,

"Equity Interest” means ali or any part of any direct or indirect equity or ownership interest(s)
{(whether stock, partnership interest, beneficial interest in a trust, membership interest, or other interest of
an ownership or equity nature) in any entity at any tier of ownership that directly or indirectly owns or
holds any cwnership or equity interest in a Person,

‘Expiration Date” means the date when this Lease terminates or expires in accordance with its
terms, whether on the Scheduled Expiration Date, by Lessors exercise of remedies for an Event of
Default, or otherwise,

"Fee Estate” means Lessor's fee estate in the Premises, including Lessor’s reversionary interest
in the Premises after the Expiration Date.

‘FF&E" means all movable furniture, furnishings, equipment, and personal property of Lessee or
anyone claiming through Lessee (excluding Building Equipment) that may be removed without material
damage to the Premises and without adversely affecting: (a) the structural integrity of the Premises;
(b) any electrical, plumbing, mechanical, or other system in the Premisas; (c}the present or future
operation of any such.system; or (d) the present or future provision of any utility service to the Premises.
FF&E includes items such as factory equipment, furniture, movable equipment, telephone,
telecommunications and facsimile transmission equipment, point of sale equipment, televisions, radios,
network racks, and computer systems and peripherals.

“Financed FF&E" means any FF&E subject to an Equipment Lien in favor of a lessor or lender
that. (a)is not an Affiliate of Lessee, and (b)actually provides bona fide financing or a bona fide
equipment lease after the Commencement Date for Lessee’s acquisition or use of such FF&E.

“Government” means each and every governmental agency, authority, bureau, department,
quasi-governmental body, or other entity or instrumentality having or claiming jurisdiction over the
Premises (or any aclivity this Lease aliows), including the United States government, the State and
County governments and their subdivisions and municipalities, and zll other applicable goverrimental
agencies, authorities, and divisions thereof.

‘Hazardous Substances® includes flammable substances, explosives, radioactive materials,
asbestos, asbestos-containing materials, polychlorinated biphenyls, chemicals known to cause cancer or
reproductive foxicity, pollutants, contaminanis, hazardous wastes, medical wastes, toxic substances or
related materials, explosives, petroleum and petroleum products, and any *hazardous® or “loxic” material,
substance or waste that is defined by those or similar terms or Is regulated as such under any Law,
including any material, substance or waste that is: {(a) defined as a *hazardous substance” under



Section-311 of the Water Pollution Control Act (33U.8.C. §1317), as amended: (b) defined as a
“hazardous waste” under Section 1004 of the Resource Conservation and Recovery Act of 19786,
42 U.S.C. §6901, ef seq., as amended; {c) defined as a "hazardous substance” or “hazardous waste”
under Section 101 of the Cemprehensive Environmental Responsé, Compensation and Liability Act of
1980, as amended by the Superfund Reauthorization Act of 1986, 42 U.8.C. §9601 et seq. or any
so-called “superfund” or “superfien” law; (d) defined as a “pollutant” or “contaminant” under 42 1).5.C.A.
§9601(33); (e) defined as “hazardous waste® under 40 C.F.R. Part 260; (f) defined as a “hazardous
chemical” under 28 C.F.R. Part 1910; or (@) subject to any other Law regulating, relating to or imposing
obligations, liability or standards of conduct concerning protection of human health, plant lite, animal life,
naturai resources, property or the enjoyment of life or properly free from the presence in the envirenment
of any solid, liquid, gas, odor or any form of energy from whatever source. The term “Hazardous
Substances” for purposes of this Lease shall also include any mold, fungus or spores, whether or not the
same is defined, fisted, or otherwise classified as a “hazardous substance” under any Environmental
Laws, if such mold, fungus ar spores may pase a risk to human health or the envirenment or negatively
impaet the value of the Premises.

"Hazardous Substances Discharge” msans any deposit, discharge, generation, release, ar spili
of Hazardous Substances that occurs at or fram the Premises, or into the Land, or that arises at any time
from the use, accupancy, or operation of the Premisss or any activities conducted therein or any adjacent
or nearby real properly, or resuiting from seepage, leakage, or other fransmission of Hazardous
Substances from other real property to the Land, whether or not vaused by a party {o this Lease and
whether occourring before or after the Commencement Date,

‘Immaterial Loss”™ means a Casually or Condemnation where the Loss Proceeds or the
Condempnation Award, respectively, is less than $500,000.

“Indemnify’ means, where this Lease states that any Indemnitor shall *Indemnify” any
Indemnitee from, against, or for a particular matter (the “Indemnified Risk"), that the Indemnitor shall
indemnify the Indemnitee and defend and hold the Indemnites harmless from and against any and all
loss, cost, claims, liability, penalties, judgments, damages, and other injury, delriment, or expense
(inciuding Legal Costs, interest and penatties) that the Indemnitee suffers or incurs: (a) from, as a result
of, or on account of the Indemnified Risk: or (b) in enforcing the Indemnitor's indemnity. Indemnitor's
counse! shall be subject to Indemnitee's approval, not to be unreasonably withheld. Any counsel
satisfactory to Indemnitor’s insurance carrier shall be automatically deemed satisfactory,

‘Indemnitee” means any party entitied to be Indemnified under this Lease and its agents,
directors, empioyees, Equity interest holders, mortgagees, and officers.

“indemnitor” means a party that agrees to Indemnify any other Person,

"Institutional Lender" means a state or federally chartered savings bank, savings and loan
association, credit union, commercial bank or trust company or a foreign banking institution (in each case
whether acting individually or in a fiduciary or representative (such as an agency) capacity); an insurance
company organized and existing under the Laws of the United States or any state thereof or a fareign
insurance company (in each case whether acting individually or in a fiduciary or representative (such as
an agency) capacity); an institutional Investor such as a publicly held real estate investment trust, an
entity that qualifies as a “REMIC” under the internal Revenue Code or other public or private investment
entity (in each case whether acting as principal or agent) which at the date hereof or in the fuiure is
involved in the business -of investing in real estate assets; a brokerage or investment banking
organization (in each case whether acting individually or in a fiduciary or representative (such as an
- agency) capacity), an employees’ welfare, benefit, pension or retirement fund; any entity the liabilities of
which are insured by a governmental agancy, or any combination of Institutional Lenders; providsd that
each of the entities shall qualify as an Institutional Lender only if (at the time it becomes an institutional
Lender) it shall not be an Affiliate of Lessee.



*Insubstantial Condemnation” means any Condemnation except a Substantial Condemnation,
a Temporary Condemnation, or an I[mmaterial Loss.

"Law” or “Laws” means all laws, ordinances, requirements, orders, proclamations, directives,
rules, and regulations of any Gavernment affecting the Premises, this Lease, or any Construction in any
way, including any use, maintenance, taxation, operation, or occupancy of, or environmental conditions
affecting, the Premises, or relating to any Real Estate Taxas, or otherwise relating fo this Lease or any
party’s rights and remedies under this Lease, or any Transfer of any of the foregoing, whether in force at
the Commencement Date or passed, enacted, or imposad at some later time, and as may be amended
from fime to time.

"Leasehold Estate” means Lessee's leasehoid estate, and all of Lessee’s rights and privileges
under this |.ease, upon and subject to all the terms and conditions of this Lease, and any direct or Indirect
interest in such leasehold estate.

“Leasehold Mortgage" means any morigage, deed of trust or other security instrument (a) that
encumbers the Leasehold Estate or any interest in the Leasehold Estate; (b) a copy of which (whether
recorded or unrecorded) is promptly after execution delivered to Lessor, with a certification by Leasehold
Mortgagee that the copy Is accurate and stating Leasehold Mortgagee’s name and Notice address: and
(o) that is held by a Leasehold Martgagee that is an institutional Lender, subject to the jurisdiction of the
courts of the State of Hawai'i.

“Leasehold Mortgagee” means the holder of any Leasehold Mortgage and its successors and
assigns. :

‘Lagal Costs” of any Parson means all reasonabie costs and expenses such Person incurs in
any legal proceeding {or other maiter for which such Person is entitled to be reimbursed for its Legal
Casts), including reasonable attorneys’ fees, court costs, and expenses, and in or as a result of any
Bankruptcy Proceeding.

“Lessor’ initially means the Lessor named in the opening paragraph of this Lease, After every
transfer of the Fee Estate, "Lessor” means only the owner(s) of the Fee Estate at the time in question. [f
any former Lessor no longer has any interest in the Fee Estate or a Transfer of the Fee Estate oceurs (in
all cases in compliance with this Lease), the transferor shall be and hereby is entirely freed and relleved
of all obligations of Lessor under this Lease accruing from and after the date of such Transfer, except for
any claims or iiabilities of such transferor as Lessor hereunder arising or accruing prior to such Transfer
and all Legal Cosis of any proceeding relating thereto commenced before such Transfer for which the
transferor is liable hereunder. It shall be deemed and construed without further agreement between the
parties or their successors in interest or between the parties and the Person who acquires or owns the
Premises, including the transferee on any such Transfer, that such Person has assumed and agreed to
carry out any and all agreements, covenants, and obligations of Lessor under this Lease accruing from
and after the date of such Transfer.

‘Liability Insurance” means commercial general {iability insurance against claims for personal
injury, death, or property damage accurring upon, in, or about the Premises or adjoining sidewalks,
providing coverage limits (and subject fo increases) as provided in Article 12.

‘Loss” means any Casualty or Condemnation.

“Loss Proceeds” maans Property Insurance Proceeds and/or Condemnation Award(s).

"Major Construction” means any Construction that is reasonably anticipated to cost in excess of

$5,000,000 (which amount shall be increased in proportion to the perceniage increase, if any, in the
Consumer Price Index since the Cammencement Date).



‘Market Value” of the Fee Estate or the Leasehold Esiate means, as of any date of
determination, the present fair market value of such estate {including the fair market value of the rights of
the holder of such estate in and to any Improvements) as of such date, considered: (@) as if no Loss had
cocurred; (b} without adjusting for any expectation of any Loss; {¢) as if the Leaseheld Estate had not
been terminated; (d) taking into account the benefits and burdens of this Lease {including, without
lirnitation, all cash floews and revenues, including developer fees, aceruing to or reasonably anticipated to
accrue to the holder of the Leasshold Estate), the remaining Term, all Permitted Exceptions, and all other
matters affecting such estate and its valuation; and () discounting to present value all the obligations and
benefits assoclated with such estate (inciuding, in the case of the Fee Estate, the Rent and Lessor's
reversion). The Market Value shall be determined as if the Term were lo continue unti! the Scheduled
Expiration Date, and shall he determined independently of, and without regard to, any valuation.
established in a Condemnation.

"Minor Canstruction” means any Construction that Lessee elects in lts discretion, or this Lease
requires Lessee, to undertake from time to time, except Major Construction.

‘Modification” means any abandonment, amendment, cancellation, discharge, extension,
modification, rejection, renewal, replacement, restatement, substitution, supplement, surrender,
termination, or waiver of a specified agreement or document, or of any of its terms or provisions, or the
acceptance of any cancellation, rejection, surrender, or termination of such agreement, document, or
terms.

“Modify" means agree to, cause, make, or permit any Modlﬁca{i_on.

‘Monetary Default” means Lessea's failure to pay any Rent or other maney (including Real
Eslate Taxes and insurance premiums) when and as this Lease requires.

*Nonmonetary Default” means Lessee’s: (a) failure to comply with any affirmative or negative
covenant or obligation in this Lease, except a Monetary Default; or (b) breach of any representation or
warranty (as of the date made or deemed made).

“Notice™ means any consent, demand, designation, election, notice, or request relating to this
Lease, Including any Notice of Default. Notices shall be delivered, and shall beceme effective, only in
accordance with the "Notices” Article of this Lease. :

*Notice of Default” means any Notice claiming or giving Notice of a Default or alleged Default.
“Notify” means give a2 Notice.

‘Permitted Exceptions” means: (a) the recorded fitle exceptions affecting the Fee Estate and
prior to this Lease as of the Commencement Date, listed as exceptions in Lessee’s leasehold policy of
title Insurance for this Lease; (b) any Subleases existing as of the Commencement Date; (c) any title
exceptions {including new Subleases) causad by Lessee’s acts or omissions, consented to or requesied
by Lessee, or resulting from Lessee’s Default; (d) any Application made at Lessee's request; (e) any title
exceptions resulting from the exercise of the rights reserved to Lessor in this Lease; and (f) the additicnal
matters, if any, listed in Exhibit B attached hereto.

‘Person” means any association, corporation, Government, Individual, joint venture, joint-stock
company, limited lability company, partnership, trust, unincorporated organization, or other entity of any
kind.

"Prime Rate” means the prime rate or equivalent “base” or “reference” rate for corporate {oans
that is published in the Wall Street Journai as of the applicable date or, if such rate is no longer published,
then a reasonably equivalent rate published by an authoritative third parly mutually designated by Lessor



and Lessee. Notwithstanding anything to the contrary in this paragraph, the Prime Rate shall never
exceed the Usury Limit,

“Prohibited Lien” means any mechanic's, vendor's, laborer’s, or material supplier's statutory lien
ar other similar lien arising from work, labor, services, equipment, or materials supplied, or claimed to
have been supplied, to Lessee (or anyone claiming through Lessee), if such lien altaches to the
Leasehold Estate or attaches (or may attach upon termination of this Lease) to the Fee Estate. An
Equipment Lien is not a Prohibited Lien. .

‘Property Insurance” means the property insurance described in Section 12.1.2 of this Lease.

“Property Insurance Proceeds® means net proceeds (after reasonable costs of adjustment and
coliection, including Legal Costs) of Property Insurance, when and as received hy Lessor, Lessee,
Depository, or any mortgagee, excluding proceeds of Lessee’s business interruption insurance in excess
of Rent.

“Public Accommodations Laws” means all applicabie Laws, including, without limitation, Title II
and Title Il of the Americans with Disabilities Act of 1990 (the *ADA”), the ADA Accessibility Guidelines
promulgated by the Architectural and Transportation Barriers Compliance Board, the public
accommadations title of the Civil Rights Act of 1964, 42 USC § 2000z ef seq., the Architectural Barriers
Act of 1968, 42 USC § 4151 ef s8q., as amended, Title V of the Rehabilitation Act of 1973, the Minimum
Guidelines and Requirements for Accessible Design, 36 CFR Part 1180, and the Uniform Federal
Accessibility Standards, and any similar Laws now or hereafter adopted, published ar promulgated, as the
same are now in effect or may be hereafter modified, amended or supplemented.

‘Real Estate Taxes” means all general and special real estate taxes (including taxes on FF&E,
sales taxes, use taxes, and the like), BID payments, assessments, municipal water and sewer rents, rates
and charges, exciges, levies, license and permit fees, fines, penalties and other governmental charges
and any interest or costs with respect thereio, general and special, ordinary and extraordinary, foreseen
and unforeseen, that at any time before or during the Term and applicable fo the Term or any pari of it
may be assessed, levied, imposed upon, or become due and payable out of or in respect of, or charged
with respect to or become a lien on, the Premises, or the sidewalks or streets in frant of or adjoining the
Premises, or any passageway or space in, over or under such sidewalk or street, or any other
appurtenances of the Premises, or any FF&E, Building Equipment or other facility used in the operation
thereaf, or the rent or income received therefrom, or any use or accupancy thereof. “Reaf Estate Taxes”
shall not, however, include any of the following, all of which Lessor shall pay before delinquent or payable
cnly with a penalty. (a) any franchise, income, excess profits, estate, inheritance, succession, transfer,
gift, corporation, business, capital levy, or profits tax, or license fee, of Lessor; (b} any item listed in this
paragraph that is levied, assessed, or imposed against the Premises during the Term based on the
recapture or reversal of any previous tax abatement or {ax subsidy, or compensating for any previous tax
deferral or reduced assessment or valuation, or correcting a miscalculation or misdetermination, relating
to any period(s) before the Commencement Date; and (c) interest, penalties, and other charges for
subparts (a) and {b) aforesaid. If at any time during the Term the method of taxation prevailing at the
Commencement Date shall be allered so that any new tax, assessment, levy (including any municipal,
state or federal levy), imposition, or charge, or any part thereof, shall be measured by or be based in
whole or in part upon the Premises and imposed upon Lessor, ithen all such new taxes, assessments,
levies, Real Estate Taxes, or charges, or the part thereof fo the extent that they are so measured or
based, shall be deemed tc be included within the term “Real Estate Taxes”,

“Restoration™ means, after a Loss, the alteration, clearing, rebuilding, reconstruction, repair,
replacement, restoration, and safeguarding of the damaged or remaining Impravements, substantially
consistent with their condition before the Loss, subject to such Construction as Lessee shall perform in
conformily with this Lease, subject to any changes in Law that would limit the foregaing.



“Restoration Funds® means any Loss Proceeds {and deposits by Lessee) to be applied to
Restoration.

“Restore” means accomplish a Restoration.
“State” means the State of Hawai'j.

“Sublease” means, for any portion of the Premises, any: (a)sublease; (b} agreement or
arrangement (including a concession, license, management, or occupancy agreement) aliowing any
Person to ocoupy, use or possess; (¢} subsublease or any further level of subletting; or (d) Modification ar
assignment of clause (a) through clause (c) above.

"Sublessee” means any Parson entitted to gccupy, use, or possess any premises under a
Sublease,

“Subrent’ means all money due and payable hy Sublessees under Subleases.

‘Substantial Casualty" means a Casually that (2) occurs less than twenty (20) years before the
end of the Term and renders the Premises, in Lessee’s reasonable Judgment {with Leasehold
Mortgagee's consent), not capable of being economically Restored, or (b) pursuant to Law, prevents the
Premises from being Restored fo substantially the same condition, and for the same use, as befare the
Casualty.

“Substantial Condemnation” means any Gondemnation that takes the entire Premises or so
much thereof that the remainder, in Lessee’s reasonabie judgment (with Leasehold Mortgagee's
consent), is not capable of being Restored to an economically viable whole far the conduct of the
Permitted Use specified in Section 6.1.

‘Supplementary Agreement” means any agreement, guaranty, lefter of credit, - security
agreement, or other document {except this Lease) by which any Person provides assurances, credit
enhancement, or security for any party’s performance under this Lease,

“Temporary Condemnation” means a Condemnation of the right to use or occupy all or part of
the Premises for a temporary period of time. '

"Transfer” of any property means any of the following, whether by operation of law or otherwise,
whether voluntary or inveluntary, and whether direct or indirect: (a) any assignment, conveyance, grant,
hypothecation, mortgage, pledge, sale, or other fransfer, whether direct ar indirect, of all or any part of
such property, ar of any legal, bensficial, or equitable intersst or estate in stch property or any part of it
(including the grant of any easement, lien, or other encumbrance); (b) any conversion, exchange,
issuance, Modification, reallocation, sale, or other transfer of any direct or indirect Equity Interesi(s) in the
owner of such property by the holders of such Equity Interest{s); or (c) any transaction described in
- clause (b) above affecting any Equity interest(s) or any other interest in such praperty or in any such
owner (or in any other direct or indirect owner at any higher tier of awnership) through any manner or
means whatsoever. A transaction affecting Equity Interests, as referred to in clause (b) through
clause (c) above, shall be desmed a Transfer by Lessee even though Lessee is nat technically the
transferar. A “Transfer” shall not, however, include any of the foregoing (provided that the other party to
this Lease has received Notice therzof) relating to any Equity Interest: (i) that constitutes a mere change
in form of ownership with no material change in beneficial ownership and constitules a taxdree
transaction under federal income tax law; (ii)to member(s) of the immediate family(ies) of the
transferor(s} or trusts for their benefit; or (jii) to any Person that, as of the Commencement Date, holds an
Equity Interest in the entity whose Equity Interest is being fransferred. In addition to the foregoing, the
trading of an Equity Interest in any entity whose capital stock is listed on a nationally recognized stock
exchange shall not constifute a Transfer,



“Unavoidable Delay" means delay in performing any obligation under this Lease {except
payment of money) arising from or on accaunt of any cause whatsoever beyond the abligor's reasonable
control, despite such obligor’s reasonable diligent efforts, including industry-wide strikes, labor troubles or
ather union activities (but only to the extent such actions affect similar premises at that time and do not
- result from an act or omission of the obiigor), the obligor's inability to obtain required labor or materials
after commercially reasonable efforts to do so, litigation {unless caused by the obligor) including, without
limitation, injunctive or similar relief In cannection with any litigation, Loss, accidents, Laws, governmential
preemption, war, or riots. Unavoidable Delay shall exclude delay caused by the abiigor's financial
condition, illiquidity, or insclvency. Any obligor claiming Unaveidable Delay shall Notify the obligee:
(a) within ten (10) Business Days after such obligor knows of any such Unavoidabla Delay; and (b) within
five (5) Business Days after such Unavoidable Delay ceases to exist. To be effective, any such Notice
must describe the Unavoidabie Delay in reasonable detail. Where this Leass states that performance of
any obligation is subject to Unavoidable Delay(s) or words of similar import, such Unavoidable Delay(s)
shalf extend the time for such performance only by the number of days by which such Unavoidable
Delay{s) actually delayed such performance.

“Usury Limit" means the highest rate of interest, if any, that Law allows under the circumstances.

ARTICLE 2:
PREMISES

2.1 Premises. At the Commencement Date, Lessor owns the following real property {collectively, the
‘Premises”). (a)the land described in Exhibit A attached hersto (the “Land™); (b)all buildings,
structures, and other improvements and appurtenances located on the Land (the “Improvements”);
{c) the appurtenances and all the estate and rights of Lessor in and fo the Land; and (d) all Buifding
Equipment attached or appurtenant to any of the foregoing. The Lessor and the Lessee, as the
developer and converter of the Land and Improvements fo a condominium property regime project (the
“Project”), have submitted the Premises to a condominium property regims, all as described in the
Decfaration of Condominium Property Regime for the Project recorded in the Bureau of
Conveyances of the State (the “Bureau”) as Document No. : and/or filed in the Office of
the Assistant Registrar of the Land Court of the State (the "Land Court") as Document

No. . and as the same may be further amended from time to time (the “Declaration”) and
shown on the plans for the Project filed in the Bureau andfor the Land Court as Condominium Map
No. , as amended from time to fime {the "Condominium Map”), all in accordance with

Chapter 514B, Hawaii Revised Statutes, as amended (ihe “Act”).

Lessor, upon the terms and conditions hereinafter set forth, hereby demises to Lessee, and
Lessee hereby leases from |essor, the property described below (hereafter called the “Premises”):

FIRST: Condominium Unit No. (the "Unit") in the project as shown an the
Condominium Map;

TOGETHER with appurtenant easemenis as follows:

1. Exciusive easements in common with others in any other limited common elements
appurtenant to the Unit, in accordance with the provisions of the Declaration; and

2, Nonexclusive easements in the common elemenis designed for such purposes for
ingress to, egress fram, utility services for and in support of the Unit; in the other common elements for
use according to their respective purposes, subject always to the exclusive or limited use of the limited
common elements as provided in the Declaration; and in ail other Units of the building for support.



SUBJECT to easements for the encroachment of any part of the common elements of the Project
now or hereafter existing thereon and for entry as may be necessary for the operation of the Project or for
making repairs thereln or the instaliation, repair or reptacement of any common elements as provided in
the Declaration.

SECOND: An undivided interest, equal to %, in and to the common elements of the
Project, as established for the Unit by the Declaration, or such other fractional or percentage interest as
hereafter established for the Unit by any amendment of the Declaration, or if the property is removed from
the Condominium Property Regime, then as set forth in the Declaration immediately preceding such
removal, as tenant in common with the other owners and tenants thereof, subject to all easements
appurtenant fo any Units of the Project, to the Declaration and By-Laws as amended from time to time
and te any encumbrances noted in Exhibit A, and reserving and subject fo all easements now or
hereafter required for drainage, sewers and any utilities serving the Project.

SUBJECT, also, to the terms, provisions, covenants and conditions contained in the Act, and the
Declaration and the By-Laws recorded concurrently therewith, as the same may be amended from time to
time.

TO HAVE AND TO HOLD the same unto the Lessee in accordance with the tenancy set forth
above for the Term defined below., '

This Lease is subject to the encumbrances described in Exhibit A, the Permitted Exceptions, and
any title exceptions resulting from the exercise of the rights reserved to Lessor in this Lease.

2.2 Acceptance in Existing Condition. Except as otherwise provided in this Lease, Lessee

expressly acknowledges and agrees that Lessor has made no representations or warranties whatsoever,
whether express, implied or statutory, with respect to the Premises or any partion thereof, and that Lessor
shall not be chligated to provide or pay for any work or services rejated to the Premises or the operation
thereof. Lessee acknowledges that Lessee has inspected the Premises carefully, or has had tha
opporiunity to inspect the Premises carefully, and accepts the Premises in "AS 1S, WHERE IS AND WITH
ALL FAULTS" condition without warranty, guaranty, liability, or representation whatsoever, BXpress or
implied, oral or writter, on the part of Lessor, or any Person on behalf of Lessor, regarding the Premises
or matters affecting the Premises, including the following:

221 Physical Condition. The physical condition of the Premises, including the quality, nature,
adequacy and physical condition of (a)the Land, including any systems, facilities, access, andfor
landscaping; (b) the air, soils, geology, and groundwater, {€) the suitability of the Land for construction of
any future Improvements or any activities or uses that Lessee may elect fo conduct on the Land: or
{d) the compaction, stability or composition, erosion or other condition of the soil or any fill or
embankment on the Land for building or any ather purpose;

222 |mprovements. The quality, nature, adequacy and physical condition of any existing
Improverents including, without limitation, the structural elements, seismic safety, engingering
characteristics, foundation, roof, systems, infrastructure, facilies, appliances, appurtenances, access,
landscaping, and/or parking facilities;

223 Tile. The nature and extent of any recorded right of way, lease, possession, lien,
encumbrance, license, reservation or other title condition of record as of the Commencement Date
affecting the Premises including, without limitation, the existence of any easements, rights of ways or
other rights across, to or in other properlies that might burden and/or benafit the Premises;

224 Compliance. The development potential of the Premises and/or the Zoning, land use, or

other legal status of the Land or Improvements or compliance with the Act, any public or private
restrictions on the use of the Land, as the same are in effect as of the Commencement Date or may be
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hereafter madified, amended, adopted, published, promulgated or supplemented, or the compliance of
the Land or improvements with any applicable Laws;

2.25 Hazardous Substances. The presence or remoaval of Hazardous Substances on, in,
under or about the Premises or any adjoining or neighboring property;

2.26 Economic Feasibility. Economic conditions or projections, development potential, market
data, or other aspects of the econamic feasibility of the Premises and/or the business Lessee intends to
conduct on the Premises;

227 Utlites. The availability, existence, quality, nature, adequacy and physical condition of
ulilities serving the Premises;

228 Buitability. The use, habitahility, merchantability, filness, suitability, value or adequacy of
the Premises for any particular purpose (including, without limitation, the Permitted Use specified in
Section 6.1);

22,9 Boundaries, The boundaries of the Premises, the location of any Improvements on the
Land andfor the existence of any encroachments onto or fram any adjacent lands;

2.2.10 Access. Access to the Premises, including fram or through any particular route; and

2211 Other Matters. Any matler whatsoever not referenced above that pertains to the
Premises.

2.3 Release of Lessor. Lessee, on behalf of itself, its agents, directors, employees, Equity Intersst
hoiders, mortgagees, and officers, hereby waives, releases and forever discharges Lessor and its agents,
directors, employees and officers of and from any and ali claims, actions, causes of actions, demands,
rights, damages, costs, expenses or compensation whatsoever, direct or indirect, known or unknown,
foreseen or unforeseen, which Lessee ar any its agents, directors, employees, Equity interest holders,
mortgagees or officers now have or which may arise in the future on account of or in any way related to or
in cannection with any past, present or fufure aspect, feature, characteristic or condition of the Premises
of the nature and type specified in Section 2.2.1 through Section 2.2.10; provided, however, that this
release shall not cover, pertain to, or deem to release any claim of Lessee against Lessor for breach of
this Lease.

ARTICLE 3:
TERM

3.1 Term. The terms and pravisions of this Lease shall be effactive as of the Commencement Date.
The term of this Lease (the "Term”) shall be approximately sixty-five (65) years commencing on ths
Commencement Date and terminating at 11:59 p.m. on , 20__ (the "Scheduled Expiration
Date”), unless terminated sooner.

3.2 Delivery of Possession. Lessor shall deliver the Premises to Lessee on the Commencement
Date.

33 No_Option to Extend; No Renewal. Lessee shall have no right to extend or renew the Term.
Upon expiration or earlier termination of this Lease, Lessor shall have no obligation to exiend or renew
this Lease, or fo enter into a new lease with Lessee.
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ARTICLE 4:
RENT

41 Fixed Rent. In addition to the up-front lump sum acquisition lease rent payment made by Lessee
to Lessor, Lessee shall pay Lessor, without notice or demand, in lawful money of the United States of
America, a net annual rental (the “Fixed Rent") of One and No/100 Dollars ($1.00). Fixed Rent shall be
payable to Lesser in advance on each anniversary of the Commencement Date throughout the Term by
good and sufficient check or by wire transfer, at such address as Lessor shall designate from time to time;
except that Lessee shall have the option to pre-pay the Fixed Rent of $1.00 per year at any time during
the Term.

4.2 Additional Rent. In addition to Fixed Rent, Lessee shall pay Lessor {or the appropriate third
party, as applicable), as additional rent under this Lease: {a} all taxes (including Real Estate Taxes);
(b) common expense charges, and any and all charges and assessments of every description to which
the Unit and the undivided Interest in the common elemenis appurtenant thereto are now or may during
the Term be subjected, whether assessed to or payable by lLessor or Lessee; and {c)any and all
amounts payable by Lessece to Lessor pursuant to the terms of this lease, except Fixed Rent
{coliectively, “Additional Rent*). Fixed Rent and Additional Rent are collectively referred to as "Rent”
under this Leass. Except where this Lease provides otherwise, Lessee shall pay all Additional Rent
within thirty (30} days after receipt of an invoice and reasonabie backup dacumentation.

4.3 No Offsets. Lessee shall pay all Rent without offset, defense, claim, counterelaim, reduction, or
deduction of any kind whatsaever,

ARTICLE 5:
ADDITIONAL PAYMENTS BY LESSEE; REAL ESTATE TAXES

5.1 Net Lease. This Lease shall constitute an absolutely “net’ lease. Lessee shall pay as Additiona|
Rent and discharge, before failure to pay creates a material risk of forfeiture or penaity, each and every
item of expense, of every kind and nature whatsosver, related to or arising from the Premises, or by
reason of or In any manner connected with or arising from the leasing, operafion, management,
maintenance, repair, use, or occupancy of, or permitted Construction affecting, the Premises.
Notwithstanding anything to the contrary in this Lease, Lessee need not pay, Lessee may offset against
Rent any sums paid by Lessee on account of, and Lessor shall Indemnify Lessee against payment of, the
following items payable, accrued, or incurred by Lessor: {a) depreciation, amortization, brokerage
commissions, financing or refinancing cosis, management fees, or leasing expenses for the Fee Estate;
(b) consulting, overhead, accounting, tax preparation, other professional fees, legal and staff costs, and
other costs incidental to Lessor's ownership of the Fee Estate and administration and manitoring of this
Lease, including such costs Lessor incurs in reviewing anything Lessee delivers under this Lease or
determining whether Lessee s in compliance with this Lease, except where this Lease expressly provides
otherwise; (c) any costs or expenses that Lessor incurs in or for any litigation; except to the extent that
this Lease requires Lessee fo pay such costs or expenses: {d) any Insurance premiums, utilities,
operating expenses, or other costs related to the Premises that accrued before the Commencement Date;
(e) any sums payable by Lessor under this Lease or expressly excluded from the definition of Real Estate
Taxes; and (f)all other costs or expenses that, by their nature, are personal to Lessor or Lessor's
ownership of the Fee Estata.

5.2 Real Estate Taxes. Lessee shall pay and discharge all Real Estate Taxes, if any, payable or
aceruing for ali periods within the Term, before failure to pay creates a material risk to Lessor of forfeiture
or penalty, subject however to Lessee's right of Contest as this Lease expressiy pravides. Lessee shall
alsa pay all interest and penalties any Government assesses for late payment of any Real Estate Taxes.
Lessee shall within a reascnable time after Notice from Lessor give Lessor reasonahle proof that Lessee
has paid any Real Estate Taxes that this Lease requires Lesses {o pay. Lessee shall have the sole right
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and authority to contast Real Estate Taxes, in compliance with the Contest Conditions. Lessee shall also
have the right to apply for any applicable exemption from Real Estate Taxes applicable to the Pramises.

53 Assessments in Installments. To the extent allowed by Law, Lessee may apply to have any
assessment payable in installments. Upon approval of such application, Lessee shall pay and discharge
only such instaliments as become due and payable during the Term.

5.4 BID Decisions. If any proposat is made to inciude the Premises in any BID (or to Modify the
terms of any BID, including the amount or calculation of any required payments or assessments) and the
owner of the Premises is enlitled to vote in favor of or against such proposal, then Lessee shall decide
how to vote, the parties shall cooperate to effectuate such decision, and Lessee shall have full power to
represent the Premises in all matters regarding the BID, provided both that (a)at the time of
determination no uncured Event of Default exists, and (b) the unexpired portion of the Term is no less
than ten (10) years. :

5.5 Direct Payment by Lessor. If any Additional Rent must be paid directly by Lessor, then:
(a) Lessor shall Notify Lessee of such Additional Rent and the payee entitied thereto, such Notification
constituting Lessee's authorization to make such payment, insofar as applicable, on behalf of Lessor, and
(b} if the payee nevertheless refuses to accept payment from Lessee, then Lessee shall Notify Lessor
and shall pay such amount to Lessor in a timely manner with reasonable instructions on remittance of
such payment. Lessor shall with reasonable promptness comply with Lessee’s reasonable instructions.

5.6 Utilities. Lessee shall arrange and pay directly, before the same become delinquent, for all fuet,
gas, electricity, ight, power, water, sewage, garbage disposal, telephone, and other utility charges, and
the expenses of installation, maintenance, use, and service in connection with the foregeing, for the
Premises during the Term. - Lessor shall have absolutely no liability or responsibility for the foregoing,
provided that Lessor performs its obligations regarding any related Application.

5.7 Excise Tax. lessee shall pay to Lessor, as Additional Rent, the State of Hawai'i general excise
or surcharge tax on gross income, as the same may be amended, and all other similar taxes, surcharges,
rates and/or charges imposed upon Lessor with respect to rental or other payments in the nature of a
gross receipts tax, sales tax, privilege tax, surcharge or the like, excluding federal, state or county net
income taxes, imposed by any Gavernment (collectively, the “Exclise Tax”), such Excise Tax to be paid at
the time and together with each payment of Fixed Rent and Additional Rent (which includes any and all
charges required under this Lease fo be made by Lessee fo Lessor) to the extent they are subject to the
Excise Tax. The Excise Tax due from Lessee shall be the amount which, when added to the applicable
Rent due or other payment (whether actually or constructively received by Lessor), shalf yield to Lessor
(after deduction of all such tax payable by Lessor with respect to all such payments) a net amount which
Lessor would have realized from such payment had no such tax been imposed. If is the intent of this
Section 5.7 that Rent will be received by Lessor without diminution by any tax, assessment, charge, or
levy of any nature whatsoever, except net income taxes imposed by any Government, and the terms and
conditions of this Lease shall be liberally construed to effect such purpose. Notwithstanding the
foregoing, Lessor confirms that the County is a political subdivision of the State, and, with respect to
rental payments received on its rental properties, the County is naot subject to any tax imposed by the
State or the United States, including any gross receipts tax, sales tax, privilege tax, surcharge, or the like,
and including specifically the State of Hawaii general excise iax.

5.8 Convevance Tax. Lessee shall pay the entire amount of any conveyance tax or related tax
imposed by Law on account of this Lease or any amendment to this Lease (including, without limitation,
to the extent resulting from any increase in Rent under this Lease and/or any renewal or extension of the
Term), and for preparing, executing andfor filing when due such documentation as may be necessary or
proper in connection therewith. If Lessor chooses, in its scle discretion, to collect said conveyance tax
from Lessee and pay it to the tax authority on behalf of Lessee, Lessee shall promptly pay said
conveyance tax to Lessor. At Lessor's request, Lessee shall promptly execute such affidavits and other

13



decuments as may be necessary or propar in connection with said conveyance tax. Lessee’s obligations
as afaresaid shall survive the expiration or earlier termination of this Lease.

5.9 Taxes on lLessee's Business and Personal Property. Lessee shall be responsible for and
shall pay before delinguency all taxes assessed by any Government against Lessee by reason of the
conduct of its business in the Premises or with respect to personal praperty of any kind owned by or
placed in, upon or about the Premises by or at the expense of Lessee.

510 Tax Exemptions. Nothing contained herein shall prevent Lessee fram applying for any
exemptions which may be available to Lesses for its Real Estate Tax, Excise Tax, conveyance tax or
other tax obligations; provided however, that it shall be Lessee’s sole responsibility to apply for and
mainlain any such exemptions as and when required by Law. Any such exemptions are subject fo all
Laws applicable thereto.

511  Lessor Expenses. Lessee shall pay to Lessor, within ten (10} days after the date of mailing or
personal delivery of statements, all reasanable costs and expenses, including atlorneys' fees, paid or
incurred by Lessor: (i) required to be paid by Lessee under any covenant in this Lease (including without
limitation any indemnity provision), (i} In enforcing any of Lessee’s covenants or obligations in this Lease,
(iti) in remedying any breach of this Lease by Lessee, (iv} in recovering possession of the Premises or
any part of the Premises, (v)in collecting or causing to be paid any delinquent rent, taxes or other
charges payable by Lessee under this Lease, (vi) in connection with any estoppel certificate requested by
Lesses, or {vii) in connection with any litigatian (other than condemnation proceedings) commenced by or
against Lessee to which Lessor shall without fault be made a party. All such cosis, expenses and fees
shall constitute Additional Rent, and Lessee's obligations under this Section 5,11 shall survive the
expiration or earlier termination of the Term.

ARTICLE &:
USE

6.1 Permitted Use. [See Addendum.]

6.2 Prohibited Uses. Lessee shall not cause, maintain or permit any waste or nuisance to exist on,
in or about the Premises. Lessee shall not do or permit anything to be done in or about the Premises
which will in any way damage the Premises, or use or allow the Premises to be used for any improper,
offensive or unlawful purpose.

6.3 Exclusive Control. Except as otherwise expressly provided in this Lease, Lessee shall have
exclusive control, use, and management of the Premises. Subject to any applicable Laws, Lessee may
enter into, terminate, or Modify any existing or future contract for management or operation of the
Premises or provision of services to the Premises (provided that as to contracts existing as of the
Commencement Date, any such termination or Modification is done in conformity with the terms of such
contracts). Lessee shall Indemnify Lessor for any such cancellation or termination. Al such contracts
shall expire aufomatically on or before the Scheduied Expiration Date, except for contracts entered into in
the ordinary course of maintenance and operation of the Premises, which shall expire no later than
one (1) year after the Scheduled Expiration Date.

6.4 Compliance with Laws. Lessee shall not use the Premises, or do anything or suffer anything to
be done in or about the Premises that will in any way conflict with any Laws and the Declaration and
Bylaws for the Project (the "Restrictions”) applicable to the use, condition or occupancy of the Premises.
At its sole cost and expense, Lessae shall, in all material respects and subject to Lessee’s right of
Contest, promptly comply with all such applicable Laws and the Restrictions. Lessee shall, at its sole cost
and expense, make all alterations to the Premises, and to any adjacent land between the Premises and
any public street, that are required to comply with appiicable Laws, whether in effect as of the
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Commencement Date or thereafter. [Lessee’s obligations under this Section 6.4 shall include the
obligation that Lessee, at its sole cost and expense, in accordance with the terms of this Lease, make,
build, maintain and repair {or vote in favor of causing the Condominium Association to make, build,
maintain, and repair) all fences, sewers, drains, roads, curbs, sidewalks, parking areas and other
improvements that may be required by Laws or the Restrictions to be made, built, maintained and
repaired in conneclion with Lessee’s or its Lessees’ use of the Premises or any part of the Premises,
whather located on the Premises or on other property.

6.5 Coples of Notices. Lessor shall promptly give Lessee and Lessee shall promptly give Lessor a
copy of any notice of any kind regarding the Premises or any Real Estate Taxes {including any hill or
statement), and any notice of nonrenewal or threatened nonrenewal of any Approval that Lessor receives
fram any Gavernment, utility company or insurance carrier affecting the Premises.

6.6 Entitlements. Lessee shall maintain in full force and effect all entitlements and permits
necessary for the Permitted Use specified in Section 6.1.

6.7 llegal Activities. Upon Lessor's. receipt of actual notice or if Lessor, in its reasonable business
judgment, believes or suspects that illegal acts are taking glace on the Premises, or the Premises are
being used for an illegal purpose that cauld result in criminal or civil forfeiture, or both, of the Premises or
any portion of the Premises, to any Government, Lessor may Notify Lessee, and Lessor may thereafter
take all reasonable and appropriate action as may be necessary to stop such illegal activity, including
entry onto the Premises. In such circumstances, | essor shall have the right to conduct an investigation,
including, without limitation, the right of entry to the Premises and a review of Lessee’s records. For any
entry onto the Fremises, Lessor shall (2) provide Lessee oral or wriiten notice prior to such entry, unless it
is an emergency, (b) meet with Lessee’s property manager and/or designated representative, or if neither
is present, the individual who is physically present at the Premises on the day of the entry and claims to
be Lessee's representative, and (c) have such property manager or reprasentative accompany Lessor
during its entry. If such investigation vields any evidence of any illegal aclivity on the Premises, Lessor
may immediately Notify Lessee and Lessor may immediately take all reasonable and appropriate action
as may be necessary fo stop such illegal aclivity. If Lessee unreasonably refuses to commence any
action {0 stop such illegal activity within forty-eight (48) hours of receipt of such notice from Lessor, such
failure or refusal shall constiiute an Event of Default. By having the right fo take certain actions in this
Section 6.7, Lessor is nieither obligated nor required to take any such action, and shall not be liable to
Lesses, any Person or any Government if Lessor does not exercise such right.

6.8 Public Accommodations Laws. Without iimiting Lessee's ohligation to comply generally with all
applicable Laws, Lessee, at its sole cost and expense, shall cause the Premises, including all
Improvements, and Lessee's use and occupancy of the Premises, and [essee’s performance of its
obligations under this Lease, to comply with the requirements of the Public Accommodations Laws, and
to take such actions and make such alterations or reasonable accommodations as are necessary for such
compliance. If Lessee concludes that the Premises are not in complianca with Public Accommedations
Laws as of the Commencement Date, or that the Premises thereafter fail io comply with Public
Accommodations Laws, then Lessee shall provide to Lessor a plan for compliance within one hundred
twenty (120) days of the Cammencement Date or the date of such subsequent noncompliance. At
minimum, such plan shall identify the work to be done to cause the Premises to be in compliance with
Public Accommodations Laws and the timetable for completing such work. Any such work shall be
subject ta Lessor's reasonable approval, and to the terms and conditions of Article 7 and Arficla 8 as
applicable.

ARTICLE 7:
MAINTENANCE, REPAIR AND CAPITAL IMPROVEMENTS

15



71 Obligation to Maintain. Lessee, at its sole cost and expense, shall keep and maintain, or vote in
favor of the Candominium Association keeping and maintaining, the Premises in good order, conditien
and repair at all times during the Term (which. obligation shali include all structural and non-struciural, and
capital and non-capital, repairs and replacements including, without limitation, plumbing, heating, air
conditioning, ventilating, electrical, fighting, fixtures, walls, building systems, ceilings, floors, windows,
doors, plate glass, skylights, landscaping, driveways, site improvements, curb euts, parking lots, fences
and slgns located in, on or at the Premises). Lessee shall manage and operate the Premises and
perform its duties and obligatiens under this Lease in a manner consistent with the standards followed by
institutional quality owners and management companies that are managing comparable projects. Lessee
shall cause the Improvements to be inspected periodically by qualified Persons to be certain the repair,
maintenance and replacement abligations of Lessee pursuant to the terms of this Lease are being
satisfied {including for purposes of ascertaining and curing infestation of the Improvements by termitas,
redents and other pests). Lessee shall thereafter take all measures that may be reasonably required to
prevent 6r cure any discovered repair, mainfenance andfor replacement item.

7.2 Capital Improvement Obligations. {See Addendum.]

7.3 Enhanced Improvements. Notwithstanding the standard of care set forth and required of
Lessee pursuant to the terms of this Lease, Lessee acknowledges and agrees that Lessor, as the owner
of the Fee Estate, has a reasonable basis for determining that the Premises should be maintained or
improved at a level in excess of that required under this Lease. As an example, Lessor may deem it
prudent to replace an improvement that can be repaired, but which is nearing the end of its useful iife,
because the replacement item will have a useful life that extends beyond the Term. Therefore, fo the
extent Lessor shall elect, at Lessor's sole option, to cause the Premises, or any pottion thereof, to be
maintained or to cause replacements to occur at a level in excess of that required under this Lease (such
improvements required by Lessor, but not otherwise required of Lessee hersunder, to be referred 1o
herein as "Enhanced Improvements®), then (a) Lessee shall permit Lessor to enter upon the Premises
to perform such Enhanced Improvements, at a time and in @ manner that will not unreasanably disrupt
Lessee's operation and use of the Premises, and {b) Lessor shall undertake such Enhanced
Improvements, and Lessee shall pay to Lessor the cost of the improvements required of Lessee under
this Lease and Lessor shall be responsible for the incremental additional costs of the Enhanced
Improvements in excess of that which would otherwise have been required under this Lease but for this
Section 7.3.  Notwithstanding the foregoing, Lessor shall not be entitled or authorized to meke any
Enhanced Improvements if the same would constitute or trigger a viclation of any Leasehold Mortgage or
regulatory agreement with any Leasehold Mortgagee or Government or otherwise cause the invalidation,
recapture, or diminution of any tax benefits available to Lessae with respect to the Premises., To the
extent any Enhanced Improvements affect the common elements, Lessee wil cooperate and assist the
Lessor in obtaining all required consents and approvals from the Condominium Assnciation,

ARTICLE 8:
CONSTRUCTION

8.1 General. Lessee shall comply with all of the terms of this Article 8 in connection with all
Construction affecting the Premlises (including, without limitation, any existing and new Improvements,
afterations, any capital improvements io the Premises, restoration after a casualty or condemnatior, and
those required to comply with applicable Laws or otherwise required under this Lease).

8.1.1 Notice to Lessor. Lessor's consent shall not be required in connection with any Major
Construction (except for any consents, approvals and/or permits as applicable Law may require from
Lessor in its governmental capacity), but Lessee shall Notify Lessor (with a copy to the Direclor of the
Department of Budget and Fiscal Services) in writing not less than sixty (60) days prior to the
commencement thereof. Such Notice shall include a written estimate of the total cost of the Major
Construction to be undertaken, and a written list of the name and address of each architect, consultant,
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general contractor, subcontractor and materialman that Lessee has retained or will retain, along with each
such entity's applicable business license number. Upon written request by Lessor, Lessee shall provide
to Lessor copies of any design, consulting or construction contract entered into by Lessee in connection
with such Major Construction.

8.1.2 Bonding. Lessee shall deposit with Lessor certificates or other satisfactory evidence that
the general contractor has procured one ar more bonds for a total amount not less than one hundred
percent {100%) of the tofal construction cost of any Major Construction, naming Lessor and Lessee as
co-obligees, in form and content and with a surety or sureties satisfactory to Lessor, guaranteeing the full
ang faithful performance of the construction contract for such construction free and clear of all mechanics’
and materialmen’s liens and the full payment of all subcontractors, labor and materialmen.

8.1.3 Miner_Construction. Lessor's consent shall not be required for Minor Construction
(except for any consents, approvals and/or permits as applicable Law may require from Lessor in its
governmental capacity); provided, however, that all contractors and subconiractors performing Minor
Constructicn shall be licensed.

a.2 Manner of Construction. Ali Construction shall be dlllgently and continuousiy pursued from the
commencement thereof through campletion, and shall be performed in a good and workmanlike manner,
strictly in conformance with any and all Laws, and in accordance with any approved plans and
specifications.

B.3 Permits. Lessee shall be responsible for obfaining, at its sole cost and expense, all Approvals
required for any Construction, and for any issuance or re-issuance of all certificates of cccupancy or
equivalent permits required by Law for the use and ocoupancy of the Premises. Notwithstanding the
foregoing, Lessee shall apply for and ‘prosecute any required Government review process for a general
plan amendment or rezoning cnly through and in the name of Lessor, or otherwise with the approval of
Lessor.

8.4 Applications. Upon Lessea’s request, Lessor shall, without cost to Lessor, promptly join in and
execute any Application as Lessee reasonably requests, provided that: (a) such Application is in
customary form and imposes no material obligations (beyond cbfigations ministerial in nature or merely
requiring compliance with Law) upon Lessor; and (b) no uncured Event of Default exists. Promptly upon
Lessee's request and without charge {except reimbursement of Lessor's reasonable out-of-pocket third
party costs and expenses), Lessor shall furnish all information in its possession that Lessee reasonably
requesis for any Application. -

8.5 Completion. Upon substantial completion of any Construction: (a} Lessee shall properly publish
and file a "Notice of Completion” in the Office of the Cierk of the Clrcuit Court of the State of Hawai'i in the
circuit where the Premises are located, a certified “filed” stamped copy of which shall be provided by
Lessee to Lessor, (b) Lessee shall comply with any other applicable requirements of Law with respect to
the completion of works of improvement, and (c) Lessee's architect shall deliver to Lessor a certificate
setting forth the {otal cost of such construction and, if the Construction is Major Construction, certifying
that the Construction has been completed In compliance with the approved plans and specifications for
such work. In addition, Lessee shall deliver to Lessor a reproducible copy of the "as built” drawings of all
Construction as well as all Approvals and other Government documents, if any, issued in connection with
such Construction.

8.6 Canstruction Insurance. In addition to the requirements of Article 12, prior to commencing any
Major Construction, Lessee shall provide Lessor with evidence that Lessee carries "Builders All Risk®
insurance covering the construction, including vandalism and malicicus mischief, covering all
Improvements in place on the Premises, all materials and equipment stored at the Premises and
furnished under contract, and all materials and equipment that are in the process of fabrication at the
premises of any third party or that have been placed in due course of transit to the Premises when such
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fabrication or transit is at the risk of, or when title to or an insurable interest in such materials or
equipment has passed to, Lesses or its construction manager, contractors or subcontractors, such
insurance 1o be written on a completed value basis in an amount nat less than the full estimated
replacement value of the Construction. All Construction shali be insurad by Lessee pursuant to Article 12
immediately upan completion thereof.

8.7 Ownership. All improvements from Construction that may be installed or placed in or about the
Premises shall be deemed to become an integral part of the Premises and shall not be removed from the
Premises except as otherwise permitted by this Lease. Upon the expiration or earlier termination of this
Lease, all the then existing improvements shall revert to Lessor withaut compensation or paymeni of any
kind to, or requirement of consent or other act of Lessee, without the necessity of executing a deed, bill of
sale, conveyance or other act or agreement of Lessee. If requested by Lessor, Lessee shall, without
charge to Lessor, execute, acknowledge and deliver to Lessaor appropriate documentation (in form and
tontent satisfactory to Lessor) which acknowledges and confirms that Lessor retains all of right, title and
interest in and to the then existing Impravements as of the expiration or earlier termination of this Lease.

8.8 Inspection. During and upon completion of any Construction, Lessor and its agents may Inspect
the Improvements and all work and materials as rendered and installed. Lessee shall keep copies of all
plans, shop drawings and specifications relating to any Construction and permit Lessor and its
representatives to examine the Construction at all reasonable times or, in the alternative, Lessee shall
fumish Lessor with copies of such plans, drawings and specifications.

8.9 Lessee’s Covenant. lLessee covenants to keep the Premises free from ail Prohibited Liens
arising out of any work performed, materials furnished or obligations ineurred by or on behalf of Lessee.
Lessee shall remove any Prohibited Liens by bond or otherwise within twenty (20) days after Lessee is
informed of the existence of such lien or encumbrance, and if Lessee shall fail to do so, Lessor may pay
the amount necessary to remove such Prohibited Liens, without being responsible for investigating the
validity thereof, The amount sa paid shall be deemed Additional Rent under this Leass payable upon
demand, without limitation as to other remedies available fo Lessor under this Lease. Nothing
contained in this Lease shall be deemed or construed In an way to constitute Lessor’s consent or
request, exprass or implied, to any contractor, subcontractor, laborer, equipment or materjal
supplier for the performance of any labor or the furnishing of any materials or equipment for any
Construction, nar as. giving Lessee any right, power or authority to contract for, or permit the
rendering of, any services, or the furnishing of any materlals that would give rise to the filing of
any liens against the Fee Estate, and Lessee shall Indeminify Lessor harmiess from and against
any and all liabilities arising out of same or in connection therewith.

8.10 Title Encumbrances. Lessee shall keep the Fee Estale free from any encumbrances against
title, and shall not record or permit the recordation of any lien, encumbrance, easement, memorandum of
Sublease or other document that affects the record title to the Fee Estate without Lessor's prior written
consent, which consent shall not be unreasonably withheld. [Lessee shall cause any recorded titls
encumbrances arising during the Term {other than those caused to be recorded by Lessar), which are
consented to in writing by Lessor, to be released as of the earfier of (a) the date each individual
sncumbrance ceases 1o be valid (e.g., as of the expiration of a Sublease for which there is a recorded
memorandum), and (b) the date this Lease expires or earlier terminates. Lessee shall cause any
recorded litle encumbrances on the Fee Estate arising during the Term (other than those caused to be
recorded by Lessor), which are not consented to in writing by Lessor, to be cleared immediately, and in
any event, within thirty (30) days of a written demand by Lessor, except as otherwise provided in
Section 8.8. During the Term, Lessar shall not encumber the Premises or Lesses's leasehold interast
therein.

811 Lease Termination. If this Lease expires or is terminated prior to the completion of any
Construction, Lessee shall, at Lessor's option and at Lessee's sole expenss, either (a) promptly complete
such construction, or (b) remove all such partially completed improvements, construction materials,
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equipment and other items from the Premises and restare the Premises to their pre-Construction
condition, '

ARTICLE 9:
HAZARDOUS SUBSTANCES

8.1 Restrictions. Lessee shali not cause and shall use Lessee's best efforts nat to permit to oocur
on, under or at the Premises during the Term: (a) any viclation of any Enviranmental Laws; or (b) the use,
generation, release, manufaciure, refining, production, processing, storage, or disposal of any Hazardous
Substance, or transportation to or from the Premises of any Hazardous Substance, unless both:
(i) reasonably necessary and customary to conduct any legal business in the Premises in accordance
with custemary standards in such business, or 1o operate and maintain the Premises for uses this Lease
permits and {ji} in compliance with all Environmental Laws. :

9.2 Compliance; Clean-Up. Lessee shall, at Lessee’s sole expense: (a) comply with Environmental
Laws and, to the extent Environmental Laws require, clean up any Hazardous Substances Discharge;
(b) make all submissions to, deliver all information required by, and otherwise fully comply with all
requirements of any Government under Environmental Laws; (c)if any Goverrnment requires any
clean-up plan or clean-up because of a Hazardous Substances Discharge, prepare and submit the
required plans and all related bonds and other financial assurances; (d) promptly and diligently carry out
all such clean-up plans; and (e) Indemnify Lessor against any Hazardous Substances Discharge or
violation of Environmental Law. Any party’s obligations under this Section 8.2 shall not limit such party’s
rights against third parties. )

9.3 Surrender Obligations. At the expiration ar earlier termination of the Term, Lessee, at Lessee’s
sole expense, shall cause all Hazardeus Substances to be removed from the Premises and disposed of
in accordance with all Environmental Laws and as necessary to allow the Premises to be used for the
uses permitted under this Lease in accordance with Section 8.1, and cause to be repaired any damage o
the Premises caused by such removal. :

9.4 Copies of Environmental Reports. Within thirty (30) days of recelpt thereof, Lessee shal]
provide Lessor with a copy of any and all environmental assessments, audits, studies and reports
regarding Lessee's activities with respect to the Premises, or ground water beneath the Land, or the
environmental condition or any clean-up thereof. Lessee shall be obligated to provide Lessor with a copy
of such materiais without regard to whether such materials are generated by Lessee or prepared for
Lessee, or how Lessee comes into possession of such materials.

9.5 Survival. Each covenant, agreement, representation, warranty and indemnification made by
Lessee set forth in this Article 9 shall survive the expiration or earlier termination of this Lease and shall
remain effective until all of Lessee's abligations under this Article 9 have been performed and satisfied.

9.6 Discharges before Commencement. Lessee agrees to accept the Premises in “AS IS, WHERE
IS AND WITH ALL FAULTS" condition as described in Section 2.2, but Lessee shall have no
responsibility to clean up or remediate any Hazardous Substances Discharge oceurring prior to the
Commencement Date and, as between Lessor and Lesses, the same shall continue to be Lessor's sole
responsibility.

ARTICLE 10:
INDEMNIFICATION; LIABILITY QF LESSOR

10.1  Obligations. Lessee shall Indemnify Lessor against any: (a) wrongful act, wrongful omission, or
negligence of Lessee (and anyone claiming by or through Lessee) or its or their partners, members,
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directors, officers, or employees; (b) breach or default by Lessee under this Lease; or (¢) breach of any
representation or warranty Lessee makes in this Lease. In addition, Lessee shall Indemnify Lessor
against the following during the Term and so long as Lessee remains in possession after the Expiration
Date: (i) any Contest Lessee initiates; (i) any Application made at Lesseg's request; (iii) the use,
accupancy, control, management, operation, and possession of the Premises; (v} any Construction and
any agreements that Lessee {or anyone claiming through Lessee) makes far any Construction; (v} the
candition of the Premises; and (vi) any accident, injury or damage whatsoever caused to any person in or
on the Premises. Notwithstanding anything to the contrary in this Lease, Lessee shall not be reguired to
indemnify Lessor regarding Lessor's intentional acts or omissions or negligence.,

10.2  Liability of Lessor. During the Term: (a)Lessee is and shall be in exclusive canirol and
possassion of the Premises; and {b) Lessor shall not be liable for any injury or damage to any property {of
Lessee or any other Person) or to any person occurring on or about the Premises, except to the extent
caused by Lessor's willful misconduct or gross negligence. Lessor's right to enter and inspect the
Premises is Intended solely to allow Lessor to ascertain whether Lesses is complying with this Lease and
(to the extent this Lease allows) to cure any Default. Such provisions shall not impose upen Lessor any
lizbility to third parties. Nothing in this Lease shall be construed to exculpate, relieve, or Indemnify Lessor
from or against any Ifability of Lesser: (1) to third parties existing at or before the Commencement Date; or
(ii) arising fram Lessor’s willful misconduct or gross negligence,

10.3  Indemnification Procedures. Whersver this Lease requires any Indemnitor to Indemnify any
Indemnitee:

10.3.1 Prompt Nofice. Indernnitee shall promptly Notify Indemnitor of any-claim. To the extent,
and only to the extent, that Indemnitee fails to give prompt Notice and such failure materially prejudices
Indemnitor, Indemnitor shall be relieved of its indemnity obligations for such claim.

10.3.2 Selection of Counsel. Indemnitor shall select counsel reasonahly acceptable to
Indemnitee. Counsel to Indemnitor's insurance carrier shall be deemed satisfactory. Even though
Indemnitar shall defend the action, Indemnitee may, at its option and its own expense, engage separale
counsel to advise it regarding the claim and its defense. Such counsel may attend all proceedings and
meetings. Indemnitor's counsel shall actively consuli with Indemnitee’s counsel. Indemnitor and its
counsel shall, hawever, fully control the defense.

10.3.3 Cocperation. At Indemnitor's request, Indemnitee shall reasonably cooperate with
Indemnitor's defense, provided Indemnitor reimburses Indemnitee’s actual reasonable out of pocket
expenses (including Legal Costs) of such cooperation.

10.3.4 Settlement. Indemnitor may, with Indemnites’s consent, not to be unreasonably withheld,
seftle the claim. Indemnitee’s consent shalt not be required for any settlement by which: (a) Indemnitor -
procures (by payment, setflement, or otherwise) a release of Indemnitee by which Indemnitee need not
make any. payment to the claimant; (b) neither Indeninitee nor Indemnitor on behalf of Indemnitee admits
liability; {c) the continued effectiveness of this Lease is not jeopardized in any way, and (d) [Indemnitee’s
interest in the Premises is not jeopardized in any way.

10.3.5 insurance Pi'oceeds. Indemnritor's obligations shall be reduced by net insurance
praceeds Indemnitee actually receives for the matter giving rise ta indemnification.

ARTICLE 11:
RIGHT OF CONTEST

1.1 Lessee's Right; Centest Conditions. Notwithstanding anything to the contrary in this Leass,

Lessee shall have the exclusive right to contest, at its sole cost, by appropriate legal proceedings
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diligently conducted in goad faith, the amount or validity of any Real Estate Taxes or Prohibited Lien; the
valuation, assessment, or reassessment (whether proposed, phased, or final) of the Premises for Real
Estate Taxes; the amount of any Real Estate Tax; the validity of any Law or its applicatidn to the
Premises; the terms or conditions of, or requirements for, any Approval; or the validity or merit of any
claim against which this Leass requires Lessee to Indemnify Lessor (any of the foregoing, a “Contest”).
Lessee may defer payment or performance of the contested abligation pending cutcome of the Contest,
pravided that Lessee causes the following conditions (collectively, the “Contest Conditions™) to remain
satisfied: -

11.1.1 No Griminal Act. Such deferral or noncompliance shall not constitute a eriminal act by
Lessor or subject Lessor to a material risk of any fine or penaity, except civil penalties for which Lessee
has given Lessor a bond, letter of credit, or other security reasonably satisfactory ta Lessor (the “Contest
Securlty’) in an amount equal to the reasonably estimated amount of such civil penalties.

11.1.2 No Liability. Such-deferral or noncompliance creates no material risk of a lien, charge, or
other liability of any kind against the Fee Estate, unless Lessee has given Lessor Contest Security equal
to the reasonably estimated amount of such lien, charge, or other liability, and such Contest Security
otherwise is acceptable to Lessor,

11.1.3 [Reserved.]

11.1.4 No Forfeiture. Such deferral or noncompliance will not place the Fee Estate in material
danger of being forfeited or lost,

11.1.5 No Cost to Lessor. Such Contest shall be without cost, fiability, or expense to Lessor.

11.1.6 Diligence. Lessee shail prosecute such Confest with reasonable diligence and in good
faith.

11.1.7 Payment. If required for such Contest, Lessae shall have paid the Real Estate Taxes or
other matter subject to the Contest.

11.1.8 Collection of Real Estate Taxes. if such Contest relates to any Real Estate Tax, then
such Contest shall suspend its collection from Lessor and the Fee Estate.

11.1.9 No Event of Default. No uncured Event of Default shall exist under this Lease at the time
of such Caontast.

11.1.10 Named Parties. ' If Lessor has been named as a party in any action, then Lessee shall
cause Lessor to be removed as such party and Lessee substiluted in Lessor’s place, if practicable and
permissible under the circumstances.

11.2  Lessor Obiigations and Protections. Lessor need not join in any Contest unless Lessee has
complied with the Contest Conditions, and such Contest must be initiated or prosecuted in Lessor's
name. In such case, Lessor shall cooperate, as Lessee reasonably requests, to permit the Contest to be
prosecuted in Lessor's name. Lessor shall give Lessee any documents, deliveries, and information in
Lessor's contral and reasonably necessary for Lessee to prosecute its Contest. Lessor shall otherwise
assist Lessee in such Contest as Lessee reasonably requires. Lessee shall pay all reasonable costs and
expenses, including Legal Costs, of any Contest. Lessee shall, at Lessor's request, advance (when
Lessor incurs them) such reasonable costs and expenses as Lessor incurs or reasonably anticipates
incurring, for Lessee's Contest and Lessor's assistance with such Contast.

11.3  Miscellaneous. lessee shall be entitled to any refund of any Real Estate Taxes (and penalties
and interest paid by Lessee), fo the extent attributable to perieds within the Term, whether such refund is
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made during or after the Term. When Lessee concludes Lessae's Contest of any Real Estate Taxes,
Lessee shall pay the amount of such Real Estate Taxes (if any) as has been finally determined in such
Contest to be due, to the extent attributable to periods within the Term, and any costs, interest, penalties,
or other liabilitles in connection with such Real Fstate Taxes. Upon final determination of Lessee's
Contest of a Law, Lessee shall comply with such final determination. So long as the Contest Canditions
remain satisfied, Lessor (in its role as owner, and nat in its role as Government authority) shall enter no
objection to any Contest. Lessor may contest any matter for which Lessee is entitled to {but does not)
prosecute a Contest, but only if: (a) Lessor Notifies Lessee of Lessar's intention to do s0; (b) Lessee fails
fo commence such Contest within ten {10) days after receipt of such Nutice; and (¢} Lessor's contest
compiies with all conditions and covenants that would apply to a Contest by Lessee, including
Section 11.4, transposing references to the parlies and their interests as appropriate. '

11.4  Contest Security. Lessor shall promptly release any Contest Security to Lessee after the
Contest has been resclved and Lessee has performed its obligations, if any, as defermined by such
resolution. Lessor shall hold any Contest Security In the same manner as the Security.

ARTICLE 12;
INSURANCE

121 Lessee's Insurance. At all times during the Term, Lessee shall procure and maintain, at
Lessee's sole expense, or vate in faver of causing the Condoeminium Assaciation to procure and maintain,
any and all insurance that may be required by any Laws or the Restrictions as they may pertain to the
Project or Lessee’s operations at the Premises, as well as the following policies of insurance in the
following amounts:

12.1.1 Liability Insurance. Liability Insurance with limits of liability not less than $2,000,000 per
occurrence, with a $4,000,000 per location aggregate.

12.1.2 Property Insuranca. Property Insurance covering the common elements of the Project
and Lessee’s property, including, without limitation () all Improvements (including, without limitation, all
alterations), (b) ali Building Equipment, and (c) all other items of Lessee’s property on the Premises
installed by, for, or at the expense of Lessee. if available at commercially reasonable premium amounts,
Property Insurance shall also include rental or business interruption insurance in an amount at {east equal
to annual Rent. Such insurance shall be written on an “all risks” of physical loss or damage hasis, for the
full replacement cost vaiue {subject to reasonable deductible amounts) new without deduction for
depreciation of the covered items and in amounts that meet any co-insurance clauses of the policies of
insurance, and shall include coverage for damage or other foss caused by fire or other peril including, but
not limited fo, flood, hurricane, vandaiism and malicious mischief, theft, water damage of any type,
inciuding sprinkler leakage, bursting or stoppage of pipes, explosion, and such other hazards or risks
which a prudent business persen would insure against (including property coverage for damage caused
by war or military action, if available). The deductible/seif-insured retention shali not exceed $250,000
per occurrence without Lessor's written consent except for wind or hurricane which may contain a greater
deductible consistent with insurance contracts and products generally avaifable in the market and used by
owners of similarly situated properties.

12.1.3 Boller and Machinery Insurance. Boiler and Machinery insurance, including mechanicén[
breakdown, covering roofiop HYAC units and any separate heating units or boilers which serve the
Premises. Such coverage shall be for the full replacement value without deduction for depreciation,

12.2  Nature of Insurance Program. All insurance policies this Lease requires shall be jssued by
carriers that: (a) have a pelicyholders’ rating of "A-, VIII” or better, based on the latest raling publication
of Property and Casualty Insurers by A.M. Best Company (er its equivalent if such publication ceases to
be published); and (b) are lawfully doing business in the State of Hawai'i. So leng as not prohibited by
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Law, the Act ar the Declaraticn, Lessee may carry any insurance required by the Lease directly in its own
name, or through an Affiliate, or through the Condominium Association, ar through any combination
thereof. Lessee may provide any insurance under a “blanket” or “urnbrella” insurance policy, provided
that (i) such palicy or a certificate of such policy shall specify the amouni(s) of the tofal insurance
allocated to the Premises, which amount(s) shall equal or exceed the amount(s) required by this Lease
and shall nat be reduced for claims made for other properties; and {ii) such policy otherwise complics with
this Lease.

12.3  Policy Requirements and Endorsements. All insurance policies this Lease requires shall
contain (by endorsement or otherwise) the following provisions:

12.3.1 Insureds. Liability Insurance policies shall identify Lessor as an “additional insured”.
Property Insufance policies shall name Lessor and Lessee as loss payees as their respective interests
may appear, and each morigagee this L.ease allows under a standard noncontributing mortgagee clause,
subject to any applicable provisions of the Act and the Restrictions. Notwithstanding anything to the
contrary, all Property Insurance Proceeds shall be paid and applied as this Lease provides in compliance
with any Leasehold Mortgage, the Act, and the Restrictions. On all insurance policies where Lessor Is
named as an additional insured, Lessor shall be an additional insured to the full limits of liabifity
purchased by Lesses even if those limits of liability are in excess of those required under this Lease.

12.3.2 Primary Coverage. All policies shall be written as primary policies not contributing to or in
excess of any coverage that Lessor may carry.

12.3.3 GContractual Liability. Liability Insurance policies shail contain contractual liability
coverage, for Lessee’s indemnity obligations under this Lease, to the extent covered by customary
contraciual fiability insurance coverage. | essee's failure to obtain such contractual liability coverage shall
not relieve Lessee frem any indemnity obligation under this Lease.

12.3.4 Severability of Interest. Liability Insurance policies shali contain a clause clarifying that,
except with respect to caverage limits, the insurance applies separately to each insured and that the
policy covers claims or suits by one insured against other, to the extent customarily covered by liability
insurance policies.

12.3.5 Nofice to Lessor. All policies required hereunder shall be written to provide not less than
sixty (60) days prior Notice of cancellation to Lessee, except for non-payment of premium, and Lessee
shall then notify Lessor within ten (10} calendar days of receipt of such Notice of cancallation.

12.4  Deliveries to Lessor, On the Commencement Date, Lessee shall deliver to Lessor certificates
of insurance evidencing Lessee's maintenance of all Liability Insurance and Property Insurance this
Lease reguires.

12.56  Waiver of Certain Claims. Notwithstanding anything to the contrary contained in this Lease,
Lessee and Lessor each waive any right of recovery against the other party and against any other party
maintaining a policy of Property Insurance with respect to this Lease or the Premises, for any loss or
damage sustained hy lessee or Lessor, as the case may be, that is covered by any policy of Property
Insurance maintained (or required to be maintained under this Lease) with respect ta the Premises, or the
contents of the same or any operation in the Premises, whether or not such loss is caused by the fault or
negligence of Lessor or its agents, directors, employees or officers, or is caused by the fault or
negligence of Lessee or its agents, directors, employees or officers. If Lessee’s policy of insurance
relating to this Lease or o the Premises dees net permit the foregoing waiver or if the coverage under
such policy would be invalidated as a resuit of such waiver, Lessee shall obtain from the insurer undar
such policy a waiver of all right of recavery by way of subrogation against Lessor in connection with any
claim, loss or damage covered by such paoiicy.
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12.6  Additional Insurance. Lessee shall periodically, but not less frequently than once every
three (3) years, reevaluate the scope of risks covered and the limits of its insurance and, if commercially
reasonable, increase such coverage or limits in order to provide coverage for Lessee's and Lessor's
pretection for risks and limits that a prudent business person would provide for property being put to uses
similar to those of the Premises. Notwithstanding the foregoing, every ten (10) years during the Term,
Lessee shall automatically be required to increase the Liabiiity Insurance coverages carried by Lessee
under this Lease by the percentage increase in the Consumer Price index over the same pariod of time.

12.7  No Representation. Lessor makes no representation that the limits of liability required to be
carried by Lessee pursuant to this Article 12 are adequate to protect Lessee. If Lessee believes that any
of such insurance coverage is inadequate, Lessee shall obtain such additional insurance coverage as
Lessee deems adequate, at Lessee’s sole expense. No approval by Lessor of any insurer, or the terms
or conditions of any policy, or any coverage or amount of insurance, ar any deductible amount shall be
construed as a representation by Lessor of the solvency of the insurer or the sufficiency of any policy or
any coverage or amount of insurance or deductible, and Lessee assumes full risk and respansibility for
any inadequacy of insurance coverage or any failure of insurers.

ARTICLE 13:
LOSSES AND LLOSS PROCEEDS

13.1 Notice. If either party becomes aware of any Casualty or any actual, threatened, or
contempiated Condentnation, then such party shall promptly Notify the other.

13.2  Effect of Casuaity. If any Casualty oceurs, then: (a) no Rent shall abate; {(b) this Lease shall not
terminate or be impaired; and (c) Lessee shall Restore (or vote in favor of causing the Condominium
Associafion to Restore) with reasonable promptness regardless of cest or the amount of Property
Insurance Proceeds (Lessee shall make up any deficiency in Property Insurance Proceeds with its own
funds). If, however, the Casualty is a Substantial Casualty, then Lessee may, by Natice o Lessor, given
within thirty (30) days after the Casualty ocours, terminate this Lease effective thirty (30) days after such
Notice. In the event that Lessee elects to terminate the Lease pursuant to this Section 13.2, the Property
Insurance Proceeds shall be disbursed in the following order of priority (a) first, to Lessee (subject to the
rights of any Leasehcld Mortgagees) up to the Markst Value of the Leasehold Estate as of the date of the
Casualty, (b) second, to the extent, if any, of any remaining Praperty Insurance Proceeds, to Lessor up fo
the Market Value of the Fee Estate as of the date of the Casualty, and (c¢) finally, to the extent, if any, of
any remaining Property Insurarice Proceeds, to Lessee (subject to the rights of any Leasehold
Mortgagees) and Lessor, respectively, in the proportion that the duration of the Term remaining at the
date of the Casually (determined as i the Term were fo continue until the Scheduled Expiration Date)
bears to the duration of the full initial Term.

13.3  Adjustment of Claims: Use of Property Insurance Proceeds. Unless Lessse has validly
elected a Casualty Termination, Lessee shall have the sole right and authority to adjust any insurance
claim, subject to rights of any Leasehold Mortgagee, and subject to any applicable requirements of the
Act.  Subject to any applicable requirements of the Act as to payment of the proceeds, the Properly
Insurance Proceeds shall be dishursed: {a)in the case of an Immaterial Loss, io Lesses, to be held in
trust to be applied first for Restoration; and (b} in the case of any other Casualty, to Depository, to he
released in installments for Resforation. Teo obtain each such disbursement, Lesses shall deliver to
Depository:

13.3.1 Architect’s Cerlificate. A certificate of Lessee’s licensed architect, confirming that in such
architect's professional judgment: () the sum then being requested is then properly due and payable to
contractors, subcontractors, or other Persons for Restoration; (b) Restoration is proceeding in substantial
compliance with the applicable plans and specifications and otherwisa satisfactorily; (c} the sum being
requested does not exceed the amount then due and payable; (d)except in the case of the final
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disbursement of Resteoration Funds, the remaining Restoration Funds after disbursement are reasonably
anticipated to suffice to pay for the remaining Resloration vet to be performed; and {e) in the case of the
final disbursement of Restoration Funds, Lessee has substantially completed Restoration and obtained a
temporary certificate of occupancy for the Restoration to the extent required by Law, and delivered {or
simultaneously delivers in exchange for payment} final lien waivers from all Persons otherwise entitled to
claim a Prohibited Lien because of the Restoration;

13.3.2 Lien Waivers. Progress lien waivers for Restoration completed and paid for through the
date of the preceding disbursement; and

13.3.3 Other. Such other documents, deliveries, certificates and information as Depository
reasonably requires.

13.4  Substantial Contdemnation. If a Substantial Condemnation oceurs, then this Lease (except as it
relates to allocation of the Condemnation Award) shall terminate on the Condémnation Effective Date.
Rerit shail be apportioned accordingly. Subject to the Restrictions, the Condemnation Award shall be
paid in the following order of priority: (a) first, Lessee (subject to the rights of any Leasehold Mortgagees)
shall receive such portion of the Condemnation Award up to the Market Value of the Leasehold Estate at
the Condemnation Effective Date, (b) second, Lessor shall receive such portion of the remaining
Condemnation Award up to the Market Value of the Fee Estate at the Condemnation Effective Date, and
(c) third, to the extent of any remaining Condemnation Award, Lessee (subject 16 the rights of any
Leasehold Mortgagees) shall receive the remalning balance of the Condemnation Award.

13.5 [nsubstantlal Condemnation. If an Insubstantial Condemnation accurs, then any
Condemnation Award shall be paid to Depository to be applied first for Restoration in the same manner
as Property Insurance Proceeds. Whether or not the Condemnation Award is adequate, Lessee shall, at
its expense, Restore in the same manner as Restforation upon Casualty. Any Condemnation Award
remaining after Restoration shall be distributed in the same manner as if it arose from a Substantial
Condemnation that affected only the part of the Premises taken.

13.6 Temporary Condemnation. A Temporary Candemnation shall not terminate this Lease or
excuse Lessee from full performance of its covenants or any other obligations hereunder capable of
performance by Lessee during the period of such Temparary Condemnation, but in such case Lessee
shall receive any Condemnation Award for the Temporary Condemnation (to the extent applicable to
periods within the Term).

13.7 Immaterial Loss. If an Immaterial Loss ocours, then Lessee shall recaive any Condemnation
Award in trust fo be applied first to Restoration. Lessee shall Restore in accordance with this Lease.
After Restoration, L.essor shall receive any remaining Condemnation Award.

13.8  Surrender. If Lessee has the right to terminate this Lease as a result of a Condemnatian,
Lessee shall do so by delivering written notice of such termination to Lessor within sixty (60) days after
the Condemnation Effective Date. Lessee shali surrender the Premises in accordance with the applicable
surrender provisions of Article 23, and Lessor and Lessee shall thereafter be relieved of any further
obligation under this Lease.

ARTICLE 14:
LESSOR'S RESERVED RIGHTS

141  Inspections. Notwithstanding anything to the contrary in this Lease, Lessor and its agents,
representatives, and designees may enter the Premises upon reasonable Notice {(sxcept in the case of an
emergency) during regular business hours, to: (a) ascertain whether. Lessee is complying with this Lease
(including the review of Lessee’s records, confracts and/er Subleases pertaining to the Premises);
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(b) cure Lessee’s Defaults, in acecordance with this Lease; (c) inspect the Premises and any Construction;
(d) perform such tests, borings, and other analyses as Lessor determines may be necessary or
appropriate relating to (non)compliance with any Law or possible Hazardous Subsiances Discharge;
(e) post notices of non-responsibility; or {f) as reasonably required in connection with any sals, financing,
survey, re-entittements, equity placements, or for other reasonable purposes determined by Lessor. In
entering the Premises, Lessor and its designees shall not unreasanably interfere with operations on the
Premises and shall comply with Lessee's reasonable instructions.

14.2  Qther Entries by Lessor., |n addition to Lessor's rights under Section 14.1, Lessor may enter
the Premises at any time (a) to take possession due to any breach of this Lease in the manner provided
herein; and (b) to perform any covenants of Lessee that Lessee fails to perform {subject to any applicable
notice and cure periods). Lessor may make any such entries hereunder without abatement of Rent, and
may take such reasonable steps as required to accomplish the stated purposes. In an emergancy,
Lessor shall have the right to use any means that Lessor reasonably deems proper to open the doors to
the Improvements. Any entry into the Premises by Lessor in the manner hereinbefore described shall noi
be deemed {0 be a forcible or unlawful entry into, or a detainer of, the Premises, or an actual or
constructive eviction of Lessee from any portion of tha Premises. No provision of this Lease shall be
construed as obligating Lessor to perform any repairs, alterations or improvements except &#s otherwise
expressiy agreed to be performed by Lessar herein.

14.3  Water, Qil, Gas and Mineral Rights. Subject to applicable Laws, Lessor reserves to ilself the
sole and exclusive right to all water, ofl, gas, or other hydrocarbon or mineral substances and
accompanying fluids, including all geothermal resources, from the Land: but Lessor shall not undertake
any extraction of such resources during the Term.

14.4 Easements.

14.4.1 Lesscr’s Right to Grant Licenses, Permits, Encroachments and Easements., Lessor shall
have the rignt, without payment to or charge from Lessee, to reserve to itself and to grant licenses,
permits, encroachments or easements {collactively, “Easements”) ta any Person or Gavernment on,
aver, under, across and through the Premises, to the extent such Easements are deemed by Lessor to be
necessary or convenient for the construction, installation, operation, maintenance, repair and replacement
of (a)improvements, (b) underground lines and other transmission faciliies and appurtenances for
electricity, gas, telephone, water, sewage, drainage and any other service or utility, (c) rights of way,
curbs, pavements and other roadway improvements, and (@) landscaping, whether serving the Pramises
or other properties of Lessor or any other Persan or Government. The terms and conditions of the grants
of such Easements shall be subject to the approval of Lessee, which approval shali not be unreasocnably
withheld.

14.4.2 Limilations on Lessor's Rights. Notwithstanding anything contained in above, Lessor
may only grant or relocate Easements if taking such action will net have a material adverse effect on the
design or use of Improvements planned for or existing on the Premises. Further, Lessor shall {or shall
cause the grantee of such Easements to): (a) be responsible for payment of all costs in connection with
the granting of such Easements and the construction, installation and restoration work in connection
therewith; (b) carry out and coordinate such work with Lessee so as to minimize disruption with Lessee's
use of the Premises; and (c) following any work in the area of any Easement, restore the Premises to
substantially the same condition as existed prior to such warl,

145 Development. Lessee agrees that it will reasonably cooperate with Lessor in the event Lessor
desires to develop other properties owned by Lessor in the vicinity of the Premises; provided that such
cooperation has no material adverse effect an the Premises or Lessee's use of the Premises.

14.6  Entitlement Rights. If the improvements do not reach or utilize the maximurn entitiement rights
permitted by Law (including, without limitation, rights with respect to height, air rights or density), whether
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as of the Commencement Date or thereafter, then Lessee shall have the exclusive right to claim any such
rights or credits, which rights or credits may be utilized only in the development of the Pramises or other
lands or properly [sased fo Lesses or its Affiliate by Lessor and in a manner that is consistent with the
uses of the lands or property to which such rights or credits are transferrad.

147 No Light or Air Easement. Any diminutien or shutting off of light or air by any structure now
existing or hereafter erected by or on behalf of Lessor or Lessor's Affiliate on lands adjacent to the
Premises shall in no way affect this Lease, shall not constitute a constructive eviction or grounds for
reduction or abatement of Rent, or otherwise impose any liability on Lessor.

14.8  Provision Respecting Certain Concessions. If there is any judicial determination, a binding
arbitralion determination, or a-determination made as part of a judiclally-approved seitlement that the
Premises are subject to Hawal'l Revised Statutes §102-14, and Lessee is required as a result thereof to
grant any concessicns or rights to operate vending machines in any part of the Premises, Lessor shall
indemnify and hold harmless Lessee from and against (i) all revenues lost over the remaining Term of the
Lease that would, but for Lessee’s granting of the aferesaid concessions or rights, otherwise have been
realized by Lessee; and (i) any liability, cost, damage, and expense (including, without limitation,
allorneys’ fees and costs) that Lessee incurs in connection with any claims made against Lessee or any
proceedings under Hawai'i Revised Statutes § 102-14 to which Lesses is made a party as a result of its
operation of the Premises.

149 Project Name. Lessss agrees that it will not change the name by which the project is known or
identified without the prior written approval of Lessor,

14.10 General. In addition to Lessors right, title and interest as the fee owner in the Land, Lessor also
-shall have such rights as it may have as grantee, benefifted party or other party other than the fee owner
of the Land under any grants of easement, covenants, restrictions, Land Court orders, and other recorded
instruments or maps encumbering or affecting the Land {for example and not by way of limitation, rights
of Lessar as grantee under sewer or drainage easements on, through or under the Land).

ARTICLE 15:
LESSOR’S TRAMSFERS

15.1  Transfer of Lessor’'s Interest. Lessee acknowledges that Lessor has the right to Transfer the
Fee Estate (which term shall include the fee interest in the Unit) in accordance with Section 15.3. Lessee
agrees that in the event of any such Transfer, (a) Lessee shall look solely to such transferee for the
performance of Lessor's obligations under this Lease after the date of Transfer, and such transferee shall
be deemed ta have fully assumed and be liable for all obligations of this Lease ta he performed by Lessor
after the date of Transfer; and (b} Lessee shall attorn to such transferee.. Lessee hereby agress to
cooperate, at no cost o Lessee, with Lessor in connection with any Transfer.

15.2 Release of Lessor. Upon any Transfer of the entire Fee Estate in compliance with this Lease,
the grantor automatically shall be freed and relieved from all liability (excluding liability previously
accrued) for perfermance of any covenants or obligations to be performed by Lessor after the Transfer,
provided that such successor Lessor assumes Lessor's present and future obligations under this Leass.
This Lease shall bind Lessor only while Lessor owns the Fee Estate, except as to any liabiiities and
obligations accrued before the date of Transfer of the Fee Estate.

15.3 No Right of First Refusal/No Option to Purchase. If Lesscr desires to Transfer the Fes Estate

during the Term, it shall do so in full compliance with all Laws governing the County's sale of real property
including, if applicable, an RFP or other public bidding process. Lessor shall give Lessee written natice of
Lessor's intent 10 Transfer the Fee Estate at least thirty (30} days prior o issuing such RFP gor
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commencing such public bidding process. Lessee understands and agrees that nathing in this Lease
grants Lessee an option or right of first refusal to purchase the Fes Estate from Lessor. :

ARTICLE 18:
REGULATORY AGREEMENT

[See Addendum)

ARTICLE 17:
LESSEE'S TRANSFERS

17.1  Lessee’s Transfer Right. FExcept as provided in Article 18 (see Addendum) and Article 19,
Lessee shall not Transfer this Lease or the Leasehold Estate, whether or not to an Affiliate, without the
prior written consent of Lessor, which consent shall not be unreasonably withheld. Lessee agrees,
howevaer, that it shall be conclusively presumed to be reasonable for Lessor to withhold its consent unless
the following have occurred: (A} Lessor's receipt of reasonably satisfactory evidence that: (a) Lessee is
not in Default under this Lease or, if Lessee is in Defauit, that the transferee undertakes to cure any such
Default to the reasonable satisfaction of Lessor: (b) the continued operation of the Premises after the
Transfer shall comply with the provisions of this Lease: {c) the transferee has the financial capability and
resources to operate and malntain the Premises as required by this Lease; (d) either (i) the transferee or
its properly manager has the experience, reputation, managerial and operational skills to operate and
‘maintain the Premises, (ii) the transferee agrees to retain a property manager with the skills, experience
and record described in clause (i) ‘above, effective as of the date of the Transfer, or (iii) the transferor
Lessee or its or its property manager will continug to manage the Premises, or another property
management company reasonably acceptable to Lessor will manage the Premises, for at least one year
following the Transfer; and (e) the transferee is not delinquent in any tax payments and does not have
pending against it any charges of, and does not have a record of, material building code violations or
complaints concerning the maintenance, upkeep, operation, and requlatory agreement compliance of any
of its projects as identified by any applicable lacal, state or federal regulatory agencies; (B) the sxecution
by the transferee and delivery to Lessor of an assignment document specifically stating that the Transfer
is made subject to all terms, covenants and conditions of this Lease, and all such terms, covenants, and
conditions in such documents shall be specifically assumed and agreed to by the transferee, along with
such other documents reasonably requested by Lessar in connection with the Transfer, and delivery to
Lessor of an opinion of the transferee's counsel to the effect that each such document and this Lease are
valid, binding and enforceable obligations of the transferes, subject only to Bankruptcy Law and other
standard limitations affecting creditor’s rights; and (C) receipt by Lessor of all fees andfor expenses then
currently due and payable to Lessor by Lessee in connection with this Lease. It is hereby expressly
stipulated and agreed that any Transfer in violation of this Section 17.1 shall be nul), void and without
effect, shall cause a reversion of litle to Lessee, and shall be ineffective to relieve Lessee of its
obligations under this Lease. The written consent of Lessor to any Transfer of this Lease or the
Leasehold Estate shail censtitute conclusive evidence that the Transfer is not in violation of this
Section 17.1. Upon any Transfer by Lessee that complies with this Lease, Lessee shall be fully releassd
from its obligations hereunder to the extent such obligations have been fully assumed in writing by the
transferee except for: (x) any obligation to held and apply Restoration Funds held by Lessee at the date
of the Transfer (unless transferred to the transferee); (v) any unperformed obligations that arose or
accrued prior to such Transfer and all Legal Costs of any proceeding relating thereto commenced before
such Transfer for which the transferor is liable hereunder (unless specifically assumed in writing by the
transferee); and {z) any indemnity obligation under Ihis Lease (unless specifically assumed in writing by,
the transferee). Lessee shall pay all transfer and other taxes, if any, payable on account of any Transfer
by Lessee or any holder of any Equity Interest in Lessee.
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17.2  No Partial Transfers. Except in the case of a Sublease permitted pursuant to Article 18 (see
Addendum) or a Leasehold Mortgage permitted pursuant to Article 19, in no event shall Lessee be
permitted to Transfer less than ils entire interest in this Lease or the Leaseheld Estate, and Lessor may
elect in its sole discretion to deny consent to any such partial Transfer; provided, howsver, that a
Sublease entered into pursuant to and in accordance with this Lease shall not be deemed a Transfer and
shall not require Lessor's consent,

17.3  Notice of Transfer. If Lessce desires Lessor's consent fo any Transfer, Lessee shall Notify
Lessor in writing, which notice shali include (a) the proposed effective date of the Transfer; (b} the
material terms of the proposed Transfer; (¢) a copy of the signed purchase and sale agreement hetween
Lessee and the proposed transferee; (d) current financial statements of the proposed transferee certified,
compiled or reviewed by an independent certified public accountant for the fiscal year most recently
ended, and business credit, personal references and business history of the proposed transferee: and
(e} such other reasonable information in connection with the proposed Transfer as Lessor shall
reasonably request.

17.4 Expenses. Within ten (10) days foliowing demand, Lessee shall reimburse Lessor for Lessor's
reasonable costs (including attorneys’ fees) incurred in reviewing and approving or disapproving, or
otherwise consulting with respect to, any Transfer.

ARTICLE 18:
SUBLEASES

[See Addendum)]

ARTICLE 19: .
LEASEHOLD MORTGAGES

191 Leasehold Mortgage. Notwithstanding anything in this Lease to the confrary, Lessee shall have
the absolute and uncenditional right, without Lessor's consent, to execute and deliver Leasehold
Mertgage(s) at any time and from time to time during the Term. Lessor shall not be required to join in, or
“subardinate the Fee Estate to," any Leasshold Mortgage, but shall execute and deliver such estoppe)
certificates and other certifications as any Leasshold Mortgagee shall reasonably require.

19.2  Protection of Leasehold Mortgagee. In the event Lessee subjects this Lease to a Leasehold
Mortgage, the provisions of this Article 19 shall apply with respect to such Leasehold Mortgage:

19.2.1 No Cancellation. There shall be no cancellation, termination, surrender or medification of
this Lease by Lessee or by joint action of Lessor and Lessea without the prior consent in writing of
Leasehold Mortgagee. :

19.2.2 Concurrent Notices. | essor shall, upon serving Lessee with any notice pursuant to the
provisicns of this Lease, concurrently serve a copy of the notice upon Leasehold Mortgages.

18.2.3 Right to Cure. Leasehold Mortgagee shall have the right, but not the obligation, at any
time prior to terminatien of this Lease and without payment of any penalty, to pay all Rent due hereunder,
ta effect any insurance, fo pay any taxes or assessments, to make any repairs or Improvements, to do
any other act or thing required of Lessee under this Lease, and to do any act or thing which may be
necessary and proper to be done in the performance and observance of the agreements, covenants and
conditions to prevent termination of this Lease. Any of the foregoing done by Leasehald Mortgagee shall
be effective to prevent a termination of the Lease as the same would have been done by Lessee.
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19.24 Cure Pericd. Notwithstanding “anything in this Lease to the contrary, if any Event of
Default shall occur which, pursuant to any provision of this Lease, entitles or purportedly entitles Lessor to
terminate this Lease, Lessor shall have no right to terminate this Lease unless (a) Lessor shall have given
written notice to the Leasehald Mortgagee of Lessee's Default and stating Lessor's intent to terminate this
Lease; and (b) either (i} in the event of a Monetary Defauit, the Leasehald Mortgagee shall not have
cured such Monetary Default within thirty {30) days after the service of such written notice, or {i) in the
event of any other Defauit under this Lease susceptible of being cured by the Leasehold Mortgagee, the
Leasehold Morfgagee falls to commence, within sixty (80) days after the service upaon the Leasehold
Mortgagee of such wrilten rotice, the cure of such Default, and diligently pursue to completion the cure of
such Default; provided, however, that in the Event of a Default under this Lease which consists of the
existence or nenpayment of a lien, such Default shall be deemed to be cured if, within sugh 80-day
periad, the Leasehold Mortgagee shall have commenced foreclosure and shall thereafter diligently pursus
such progeedings to completion, or shall have commenced and shall thereafter diligantly pursue steps to
obtain tifle to the Leasehald Estate by means of an assignment in fieu of foreclosure. If any such Defauit
susceptible of being cured by the Leasehold Mortgagee cannot be cured by the Leasehald Mortgagee
without the Leasehold Mortgagee first obtalning possession of the Premises or title to the Leasehold
Estate or if the Default is not susceptible of being cured by the Leasehold Mortgagee, such Default shall
be desmed to be cured if: (A) within sixty (60) days after the receipt by the Leasehoid Mortgagse of such
written nolice, the Leasehold Mortgagee shall have commenced fareclosure and thereafter diligently
pursue such proceedings to completion, or (B) the Leasehold Mortgagee commences, within such 60-day
periad, and thereafter diligently pursues, steps to obtain fitle to the Leasehold Estate by means of an
assignment in lieu of foreclosure. During the course of any such proceedings, such Leaschold
Mortgagee shall pay or cause to be paid all Rent as and when the same becomes due and payahble under
this Lease,

19.25 Time Extensions. K the Leasehald Mortgagee is prohibited from comrmencing or
prosecuting foreciosure or other appropriate proceedings in the nature thereof by any process or
injunction issued by any court or by reason of any action by any court having jurisdiction over any
bankruptey or insolvency praceeding involving Lesses, the times specified in Section 19.2.4 for
commencing or proseculing foreclosure or other proceedings shall be extended for the Pperiod of the
prehlbition, provided that the Leasehold Mortgagee shall have fully cured any Monetary Default and shall
continue to pay Rent as and when the same becomes due.

18.2.6 New Lease. Lessor agrees that, in the event of termination of this Lease for any reason
(including, but not limited to, any Default by Lessee), Lessor, if requested by the Leasehold Mortgagee,
will enter into a new lease of the Premisas with the most senior Leasehold Mortgagee requesting a new
lease, which new lease shall commence as of the date of termination of this Lease and shall run for the
remainder of the Term, at the Rent and upon the same terms, covenants and conditions herein contained,
provided that: (a} such Leasehold Morigagee shall make written request upon Lessor for the new lsase
within sixty (80) days after the date such Leasehold Mortgagee receives written notice from Lessor that
the Lease has been terminated; (b) such- Leasehold Mertgagee shail pay to Lessor at the fime of the
execution and delivery of the new lease any and all sums, including Rent, which would, at that time, be
due and unpaid pursuant to this Lease hut for iis fermination, and in addition thereto all reasonable
expenses, including reasonabie atiorneys' fees, which Lessor shall have incurred by reason of such
termination; (c) such Leasehold Mortgagee shall perform and observe all covenanis in this Lease o be
performed and observed by Lessee, and shall further remedy any other conditions which Lessee under
the terminated lease was abligated to perform under its terms, to the exient the same are reasonably
susceptible of being cured by the Leasehold Mortgages: and (d) the lessee under the new lease snhall
have the same right, title and interest in and to the Premises as Lessee had under the terminated Lease
immediately prior to its termination. Notwithstanding the foregoing, nothing herein contained shall reguire.
any authorized Leasehold Mortgagee to enter into a new leasa pursuant to this Section 19.2.8, nor to
cure any Dafault of Lessee referred to above.
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19.2.7 Lesser's Consent. Lessor's written consent, which shall not be unreasonsbly withheld, is
required for any transfer of the Leasehold Estate to any third party {other than Leasahold Mortgagee or its
Affiliate) pursuant to a foreclosure (whether by judicial proceedings or by virtue of any power of sale
contained in any Leasehold Mortgage), or assignment in lieu of foreclosure. Lessor shall execute a
written consent to such transfer, or provide a written denial of consent {which will includs specific reasons
for Lessor's denying consent), within forty-five (45) calendar days of receipt of Leasshold Mortgagee's
written request for such consent. If, in connection with Lessee's flnancing of its interest under this Lease,
a prospective lender requests that additional or modified protections be incorporated into this Lease,
Lessor shall review and reasonably approve such requests and timely amend this Lease as necessary
and appropriate; provided, however, that such additions or modifications requested are generally
applicable and utilized in financings of leasehold estates similar to the Leasehold Estate under this Lease,
and that such requests do not materially and adversely affect Lessor's rights or materially increase
Lessor's abligations.

19.2.8 Liability Limits. In the event any third party or Leasehold Merigagee acquires the
Leasehold Estate upon foreclosure (whether judicial or non-judicial in nature) or by assignment in lieu of
foreclosure, or acquires a leasehold estate in the Premises pursuant to the terms of a new lease, such
party, as the new leSsee, shall be personally liable only for the obligations of the Lessee under this Lease
{or, if applicable, the new lease) arising during the period of time that such party holds title to the
Leasehold Estate created hereby (or, if applicable, tha new iease).

ARTICLE 20:
EQUIPMENT LIENS

201 Lessee’s Rights. if at any time or from time to time Lessee desires to enter into or grant any
Equipment Lien that otherwise complies with this Lease, and pravided that no uncured Event of Default
exists, then upon Lessee’s request Lessor shall enter into such customary documentation regarding the
Financed FF&E as Lessee reasonably requests, providing for matters such as: {a)walver or
subordination of any right to take possession of such Financed FF&E upon an Event of Default; (b) waiver
or subordination of any other right, title, or interest in the Financed FF&E; and (c) agreements to enable
the holder of such Equipment Lien to repossess such Financed FF&E if such holder exercises remedies
under its Equipment Lien.

20.2  Required Provisions for Equipment Liens. If Lessee ertters into any Equipment Lien, then
Lessee shall: (i) not file (or cause or permit to be filed) such Equipment Lien as a lien against the Fee
Estate or any part of the Fee Estate, but Lessee shall be permitted to file or cause to be filed a fixtura
filing attaching to Lessee's interest in the Premises relating to any Financed FF&E; and (ii} cause to he
inserted in the documents for such Equipment Lien a, pravision to the following effect:

Notwithstanding anything to the contrary herein, this chattel mortgage, conditional sales
agreement, title retention agreement, or security agreement shall not create or ha filed as a lien
against the Fee Estate,

ARTICLE 21;
QUIET ENJOYMENT

So long as this Lease has not been terminated, Lessar covenants that Lessee shall and may peaceably
and quietly have, hold, and enjoy the Premises for the Term, subject fo the terms, covenants, conditions,
provisions and agreements set forth In this Lease, without hindrance or disturbance by or from Lessor or
anyone lawfully claiming by or through Lessor, and free of any encumbrance created or suffered by
Lessor, except Permitied Exceptions.
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ARTICLE 22:
EVENTS OF DEFAULT; REMEDIES

221 Definition_of “Event of Default”. An “Event of Default” means the occurreﬁce of any one or
more of the follawing:

22.1.1 Monetary Default. If a Monetary Default occurs and continues for ten (10) days after
Notice from Lessor, specifying in reasonable detail the amount of money not paid and the nature and
calculation of each such payment.

22.1.2 Prohibited Liens If Lessee fails ta comply with any abligation regarding Prohibited Liens
and does not begin to remedy such failure within fifteen (18) days after Notice from Lessor and,
thereatfter, diligently pursue such remedy to completion,

22.1.3 Bankrupfoy or Insolvency. If Lessee ceases to do business as a going concern, ceases
to pay its debis as they become due or admits in writing that it is unable to pay its debts as they becoms
due, or becomes subject to any Bankruptcy Proceeding {except an involuntary Bankruptcy Proceeding
dismissed within ninety (80} days after commencement), or a custedian or trustee is appointed to take
possession of, or an attachment, execution or other judicial seizure is made with respect to, substantially
all of Lessee’s assets or Lessee’s interest in this Lease (unless such appointment, attachment, execution,
or other seizure was involuntary and is contested with diligence and continuity and vacated and
discharged within ninety (90) days).

22.1.4 Nonmonetary Default. If any other Nonmonetary Default occurs and Lessee does not
cure it within thirty (30} days after Notice from Lessor describing it in reasonable detail, or, in the case of a
Nonmenetary Default that cannet, with due diligence, be cured within thirty {30) days from such Notice, if
Lessee shall not (a) within thirty (30) days from Lessor's Natice advise Lessor of Lessee's intention fo
take all reasonabie steps to cure such Nenmonetary Default; (b) duly commence such cure within such
period, and then diligently prosecute such cure to completion; and (c) complete such cure within a
reasonable time under the circumstances (not necessarily limited to thirty (30} days).

22.1.5 Other Events. The cccurrence of any other event described as constituting an “Event of
Defauli” elsewhere in this Lease,

22.2 Remedies, If an Event of Default occurs, then Lessor shall, at Lessor's option (unless prohibited
by Law), have any or all of the following remedies, all cumulative (i.e., the exercise of one remedy shall
not preclude exercise of another remedy), in addition to such other remedies as may be available at law
or in equity or under any other terms of this Lease. Lessor's remedies include:

22.2.1 Termination of Lessee’s Rights. Léssor may terminate Lesses's right fo possess the
Premises by any lawful means, in which case this Lease and the Term shall terminate, such date of
termination shall be the Expiration Date, and Lessee shall immediately surrender possession to Lessor.
Notwithstanding the foregoing, no re-entry or taking of possession of the Premises by Lessor under
Section 22.2.2 shall be construed as an election on Lessor's part to terminate this Lease unless a written
Notice that this Lease is terminated is given by Lessor, or an order is securad stating that this Lease is
terminated. The effective date of termination of this Lease shall be as of the date set forth or provided in
the Notice or order, as the case may be.

22.2.2 - Taking Possession. Lessor may re-enter and take possession of the Premises with
pracess of law, whether Dy summary proceedings (unless prohibited by Law) of otherwise, and remove
Lessee (and all property of Lessee), with or without having terminated this Lease, and without thereby
being liable for damages or guilty of trespass, This is intended to constitute an express right of re-entry
by Lessor, Except as expressly pravided in this Lease or prohibited by Law, Lessee, for and on behalf of
itself and all persons claiming by, through or under Lessee, expressly waives any and all right of
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redemption provided by any Law, or re-entry or repossession or to restore the operation of this Lease if
Lessee is dispossessed by a judgment or by warrant of any court or judge or in case of re-enfry or
repossession by Lessor or any expiration or termination of this Lease. No re-entry by Lessor, whether
had or taken under summary proceedings or otherwise, shall absolve or discharge Lessee fram liability
under this Lease. The terms "enter,” “re-enter,” “entry,” and “re-entry,” as used in this Lease, are not
restricted to their technical legal meanings.

22.2.3 Suits Before Expiration Date. Lessor may sue for damages and/or to recover Rent from
time to time at Lessor's slection; nothing in this Lease requires Lessor to wait untii the date when this
Lease or the Term would have expired absent an Event of Default and a resulting termination of this
Lease. :

22.2.4 Receipt of Moneys. No receipt of money by Lessor from Lessee after termination of this
Lease, or after the giving of any notice of termination of this Lease, shall reinstate, continue, or extend
this Lease or affect any notice theretofore given to Léssee, or waive Lessar’s right fo enforce payment of-
any Rent payable or [ater falling due, or Lessor's right o recover possession by praper remedy, except as
this Lease expressly states otherwise, it being agreed that after service of Notice to terminate this Lease
or the commencement of suit or summary proceedings, or after final order or judgment for possession,
Lessor may demand, receive, and collect any moneys due or thereafter falling due without in any manner
affecting such notice, proceeding, order, suit or judgment, all such moneys collected being deemed
payments on account of Lessee's liability.

22.2.5 No Waiver. No fallure by Lessor to insist upon strict performance of any covenant,
agreement, term, or conditian of this Lease or to exercise any right or remedy upon a Default, and no
acceptance of full or partial Rent during continuance of any such Default, shall waive any such Default or
such covenant, agreement, term or condition. No covenant, agreement, term or condition of this Lease to
be performed or complied with by Lessee, and no Defauli, shall he Madified except by a written
msirument executed by Lessor. No waiver of any Default shall Modify this Lease. Each and every
covenant, agreement, term, and conditian of this Lease shall continue in full force and effect with respect
to any other then-existing or subsequent Default of such covenant, agreement, term or condition of this
Lease.

22.2.6 Receiver. Lessor shall be entitled as a matter of right, by ex parte order or otherwise, to
the appointment without bond of a receiver of the Premises, and of the rents, revenues, income and
profits generated from the Premises, without regard to the value of the Premises or the solvency of ahy
Ferson liable for the payment of any monetary obligation under this Lease, and regardless of whether
Lessor has an adequate remedy available to Lessor under this Lease or under applicable Laws.

22.2.7 Damages. Lessor may recover from Lessee all damages Lessor incurs by reason of
Lessee's Default, including reasonable costs of recovering possession, re-lstting the Premises, and any
and all other damages legally recoverable by Lessor, and reimbursement of Lessor's reasonable
out-of-pocket cosis, including Legal Costs. Lessor may recover such damages at any time after Lessee’s
Default, incitiding after expiration of the Term. Notwithstanding any Law to the contrary, Lessor need not
commence separate actions to enforce Lessee’s obligations for each month's accrual of damages for
Lessee’s Default, but may bring and prosecute a single combined action for all such Rent and damages,

222.8 Injunction of Breaches. Whether or not an Event of Default has occurred, Lessor may
obtain a court order enjoining Lessee from continuing any Default or from committing any threatened
Default. Lessee specifically and expressly acknowledges that damages would not constitute an adequate
remedy for any Nonmonetary Default,

22.2.9 Coniinue Lease. Lessor may at Lessor's oplion maintain Lessee’s right to possession.
in such case, this Lease shall continue and Lesser may continue to enforce it, ineluding the right to collect
Rent when due and any remedies for nonpayment,

33



22.2.10 Restoration Funds. Upon any termination of this Lease resulting from an Event of
Default, to the extent that Lessor or Depository then holds any Restoration Funds, such Funds shall be
applied first toward the applicable Restoration with any Funds remaining after completion of Restoration
being applied in the manner set forth in Section 13.2 for the disposition of Property Insurance Proceeds
upon a Casualty Termination, subject to any claims for damages resuling from such Event of Default,

22.3  Proceeds of Reletting. Lessor shall apply any proceeds of any re-leiting as follows, without
duplication, but including Default Interest on all such sums:

22.3.1 Lessor's Costs. First, to pay to itself the cost and expense of terminating this Lease,
re-entering, retaking, repossessing, repairing, performing any Construction, and the cost and expense of
removing ail persons and property therefrom, including in such costs reasonable and customary
brokerage commissions and Legal Costs; :

22.3.2 Preparation for Reletling. Second, to pay lo itself the cost and expense reasonably
sustained in securing any new lessees and other occupants, including in such cosis all brokerage
commissions, Legal Costs, and any other reascnable costs of preparing the Premises for re-etting;

22.3.3 Costs of Maintenance and Operation. Third, 1o the extent that Lessor shall maintain ang
operate the Premises, o pay to itself the reasonable cost and expense of doing so; and

22.3.4 Residue. Fourth, after payment to itself of any balance remaining on account of Lessee's
liability to Lessor, to Lessee or any t.easehold Mortgages, as applicable.

224 Lessee’s Late Payments; Late Charges. |f Lessee fails to make any payment to Lessor
required under this Lease within ten (10) days after such payment is first due and payable, then in
addition to any other remedies of Lessor, and without reducing or adverssly affecting any of Lessor's
other rights and remedies, Lessee shall pay Lessor within ten (10) days after dsmand Default interast on
such late payment, beginning on the date such payment was first due and payable and continuing until
the date when Lessee actually makes such payment. In addition, and without limiting any other rights or
remediss of Lessor, Lessee shall pay Lessor, as Additional Rent, an administrative charge equal to five
percent (5%) of any payment that Lessee fails to pay within thirty (30) days after such payment is first due
and payable. Such administrative charge is intended to compensate Lessor for the inconvenience and
staff time incurred by Lessor to handle the late or missed payment, shall not be desmed a penalty or
compensation for use of funds, and shall not be credited against any other obligations of Lessee under
this Lease,

22.5 Lessor's Right to Cure. If Lessee at any time fails to make any payment or take any action this
Lease requires, then Lessor, after twenty {20) Business Days’ Notice to Lessee, or in an emergency with
such nofice (if any) as is reasonably practicable under the circumstances, and without walving or
releasing Lessee from any obligation or Default and without waiving Lessor's right to take such action as
this Lease may permit as a result of such Default, may (but need not) make such payment or take such
action. Lessee shall reimburse Lessor, as Additlonal Rent, for an amount equal to (a) all reasonahle
sums paid, and reasonable costs and expenses (Including Legal Costs} incurred, by Lessor in exercising
its cure rights under this Section 22.5; and {b} Default Interest on the amounts in clause (a) above,

22.6 Holding Over. If for any reason or no reason Lessee remains in the Premises after the
Expiration Date, then Lessor will suffer injury that is substantial, difficult, or impossible to measure
accurately. Therefore, if Lessee remains in the Premises after the Expiration Date, for any reason or no
reason, then in addition to any other rights or remedies of Lessor, Lessee shall pay to Lessor, as
liquidated damages and not as a penalty, for each month (prorated daily for partial months) during which
Lessee holds over after the Expiration Date, a sum equal fo twice the then market rental rate for the
Premises, plus all Additional Rent otherwise payable under this Lease during the holdover period.
Nothing contained in this Section 22.8 shall be construed as consent by Lessor to any holding aver by
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Lessee, and Lessor expressly reserves the right fo require Lessee to surrender possession of the
Premises to Lessor as provided in this Lease upon the expiration or earlier termination of this Lease.

22,7  Waivers: Jury Trial, Redemption. Lessor and Lessee irrevacably waive all rights to rial by jury
in any action, proceeding, counterclaim, or other litigation arising out of or relating to this Lease, the
relationship of Lessor and Lessee regarding the Premises, enforcement of this Leass, Lessee's use or
occupancy of the Premises, any claim of injury or damage arising belween Lessor and Lessee, ar any
actions of Lessor in connection with or relating to the enforcement of this Lease. Lessee waives any right
of redemption provided for by Law.

228  Accord and Satisfaction; Partial Payments. No payment by Lessee or raceipt by Lessor of a
lesser amount than the amount owed under this Lease shall be deemed to be other than a part payment
on account by Lessee. Any endorsement or statement on any check or letter accompanying any check or
payment of Rent shali not be deemed an accord or satisfaction. Lessor may accept any such check or
payment without prejudice to Lessor's right to recover the balance of such Rent or pursue any ofher
remedy.

22.9  Lessor's Default. Lessor shall be in default under this Lease if Lessor fails to cure any breach of
its obligations under this Lease within thirty (30) days after Notice from Lessea describing such breach in
reasonable detail, or, in the case of a breach that cannaot, with due diligence, be cured within thirty (30)
days from such Notice, if Lessor shall not (a) within thirty (30) days from Lessea’s Notice advise Lesgee
of Lessor's intention to take all reascnable steps to cure such default; (b) duly commence such cure
within such period, and then diligently prosecute such cure to completion; and (¢) complete such cure
within a reasonable time under the circumstances (not necessarily limited to thirty {30) days).

22.10 Miscellaneous. Lessor and Lessee further agree as follows with raspect to any Defaults and
Lessor's rights and remedies:

22101 Survival. No termination of this Lease and no taking possession of or re-letting the
Premises shall relieve Lessee of its liabilities and obligations hereunder, all of which shall survive such
expiration, termination, repossession, or re-letling, but subject to any limitations on personal liabifity or
recourse in this Lease.

22.10.2 No Double Recovery. In no event shall Lessor be entitied, directly or indirectly, to
recover twice for the same slement of Lessor's damages.

ARTICLE 23:
END OF TERM

Upon any Expiration Date: (a) all Improvements, FF&E, and Building Equipment shall hecome Lessor's
property; (b) Lessee shall dsliver to Lessor possession of the Premises, in the condition this Lease
requires, subject to any Loss that this Lease does not require Lessee fo Restore; (c) Lessee shall
surrender any right, tille, or interest in and to the Premises and deliver such evidence and confirmation
thereof as Lessor reascnably requiras; (d) Lessee shall deliver the Premises free and clear of all:
Subleases, and liens except (1) Permitted Exceptions existing as of the Commencement Date or
consented to by Lessor, (2) Subleases executed pursuant to this Lease or consented to by Lessor, and
(3) liens that Lessor or any of its agents caused; (e) Lessee shall assign to Lessor, and give Lessor
copies or originals of, all assignable licenses, permits, contracts, warrantiss, and guarantees then in
effect for the Premises, along with copies of all operating manuals and similar documentation relating to
all Improvements, FF&E, and Building Eguipmeni, and the current year's operating budget for the
Premises (including applicable back-up information}; (f) the parties shall cooperate to achieve an orderly
transition of operations from Lessee to Lessor without interruption, including delivery of such information,
books and records (or copies thereof) as Lessor reascnably requires; {g) if such plans are available,
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Lessee shalt provids Lessor with a complete set of as-built plans and specifications for alf fmprovements,
if any, added to the Premises since the Commencemant Date; (h) the parties shall adjust for Real Estate
Taxes and all other expenses and income of the Premises and any prepaid Rent and shall make such
payments as shall be appropriate on account of such adjusiment in the same tanner as for a sale of the
Premises {but any sums otherwise payable to Lessee shall first be applied to cure any Default); (i) the
parties shail terminate any recorded or filed memorandum of this Lease; and (j) Lessee shall assign o
Lessor, and Lessor shall reimburse Lessee for, all utility and other service provider deposits for the.
Premises. :

ARTICLE 24:
NOTICES

All Notices shall be in writing and addressed to Lessor and Lessee (and their designated capy recipients),
as applicable, as set forth i Exhibit C attached hereto. Notices {Including any required copies as set
forth in Exhibit C) shal! be delivered by (a) United States certified or registered mail, postage prepaid,
return receipt requested, or (b) a nationally recognized overnight courier service, to the addresses set
forth in Exhibit C. Notices shall be deemed deliverad (a) three (3) Business Days after the date it is
posted if sent by U.S. Mail (provided no postal strike or other disruption of postal service is then in affect),
or (b) the date the overnight courier delivery is made (or when delivery has been attempted, as evidancad
by the written report of the courier service) to such address(es). Either party may change its address by
Notice in compliance with this Lease. Notice of such a change shall be effective only upon receipt. Any
party giving a Notice may request the recipient to acknowledge receipt of such Notice, The recipient shall
promptly comply with any such request, but failure to da so shall not limit the effectiveness of any Notice.
Any attorney may give any Notice on behalf of its client.

~ARTICLE 25:
NONRECCURSE

Notwithstanding anything to the contrary in this Lease, the liability under this Lease of Lessor and Lessee
and each of their parent(s), subsidiary(ies), or Affiliated corporations or other entities, and any of their
constituent partners or joint venturers, for damages or otherwise, shall be enforceable against, and shall
not extend beyond, their interests in the Premises (including insurance and all other proceeds thereof).
No property or assets whatsoever, except Lessor's or Lessee’s (@s applicable) interest in the Premises
(including insurance and all other proceeds thereof), shall be subject to levy, execution or any other
enforcement procedure for the satisfaction of any remedies {monetary or otherwise) of the other party
arising under or in connection with this Lease. The limitation of liabllity and limitation of remedy in this
Article 25 shall not apply in any way to, and shall not be construed to limit or preclude, personal liability (if
any) arising under a Supplementary Agreement, if any. No shareholder, officer, member, manager,
director, agent, or employee of Lessee or Lessor shall have any liability under this Lease, but this shall
not limit any liability arising under the express terms of a Su pplementary Agreemant, if any.

ARTICLE 26:
ADDITIONAL DELIVERIES; THIRD PARTIES

26.1  Estoppel Certificates. As often as may be necessary, each party to this Lease (a "Requesting
Party”} may require the other party (a “Certifying Party”) to execute, acknowledge, and deliver to the
Requesting Party (or directly to a designated third party) up to four (4) original counterparts of an estoppel
certificate in such form as may be reasonahly required by the Requesting Party, indicating therein any
exceptions thereto that may exist at that time, and shali also contain any other information reasonably
requested by the Requesting Party. The Cartifying Party shall sign, acknowledge, and return such
estoppel cerlificate within fifteen (15) days after request, even if the Requesting Party is in Default. Any
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estoppel certificate may be relied upon by the Requesting Party (and any Person on behalf of whom the
Requesting Party requested such esteppe! certificate) and shall bind the Certifying Party. Failure of the
Cerlifying Party to timely execute, acknowledge and deliver such estoppel certificate shall constitute an
acknowledgment by the Certifying Party that statements included in the sstoppe! certificate are true and
carrect, without exception.

26.2 Eurther Assurances, Each party shall exscute and deliver such further documents, and perform
such further acts, as may be reasonably necessary to achieve the parties’ intent in entering into this
Lease.

26.3 Memorandum of Lease. This Lease shall not be recorded; provided, however, that sither
Lessor or Lessee may elect to have a memorandum of this Lease recorded in the Bureau or filed in the
Land Court, as appropriate. Such memarandum shall be sufficient to give constructive notice of the
tenancy hereby created and setting forthy a description of the Premises, the term of this Lease and any
other provisions agreed to by the parties hereto (or required by a Leasehold Mertgagee), and shall be
executed by the parties hereto. If the parties amend this Lease, then the parties shall record a
memorandum of such amendment. Notwithstanding the foregeing, this Lease shall be recorded if such
recordation is required by a Leasehold Mortgagee or a prospective Leasehold Mortgagee.

26.4 Modification. Any Modification of this Lease must be in writing signed by the party to be bound.

26,5 Successors and Assigns. This Lease shall bind and benefit Lessor and Lessee and their
successors and assigns, but this shall not Iimit or supersede any Transfer restrictions. Nothing in this
Lease confers an any Person (except Lessor, Lessee, and any Leasehold Mortgagees) any right to insist
upon, or to enforce against Lessor or Lessee, the performance or observance by either party of its
abligations under this Lease,

ARTICLE 27:
CULTURAL AND ARCHEOLOGICAL

27.1  Native Hawalian Rights. Lessee shall respect and recognize any and all rights of native
Hawaiians to exercise traditicnal rights, customs, practices, prerogatives, privileges and usufructs on the
Premises, if any, in accordance with applicable Laws,

27.2 Human Remains; Artifacts; Historical ltems.

27.2.1 Discovery. In the event any human remains, traditional cultural items, artifacts or
historical items {collectively *Historlc ltems”) are discavered on the Premises, Lessee shall immediately
report such discovery fo Lessor. Upon such discovery and subject to Lessor's approval, Lessee shall, at
Lessee’s sole expense: (a) cause all excavation or other aclivity in the immediate area that may damage
the Historic ltems or the potential histeric site to cease; (b) cause the site to be stabilized and secured to
temporarily protect the Historic Items against damage, theft, or both; and (c) cause the Historic Hems o
be left untouched so that their cultural, archaeological or historical context may be accurately documented
and to honor cultural sensitivities related to the Historic liems; provided, however, that if artifacts or
historical items are found without human remaing, and if leaving the artifacts or historical items in their
stabilized and secured site poses a substantial risk of loss or damage to all or part of them, Lessee shall
cause such Historic ltems to e removed and safeguarded elsewhere.

27.2.2 Human Remains. In the event Lessee discovers human remains, Lessee shall, at
Lessee’s sole expense and in addition to the duties set forth in Section 27.2.1, (a) report the discovery as
soon as possible t¢ Lessor, the Historic Preservation Division of the Department of Land and Natural
Resources of the State of Hawai'i ("SHPD"), the appropriate medical examiner or coroner, and the
appropriate police department, and (b) cause to be prepared, by an archeologist reascnably acceptable
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to Lessor, a mitigation and/er burial treatment plan reasonably acceplable to Lessor and to SHPD or the
burial council having jurisdiction over such matters. Lessor and Lessee shall comply with all Laws
applicable to the handling of such human remains, and shall work together to formulate and carry out
such mitigation or burial treatment plan.

27.2.3 Lessor's Reservation. If any Histaric ltems are discovered, then Lessor shall Have the
right at all reasonable times lo enter the Premises for the purposes of searching for, exploring for, and
remaving any of the Historic ltems for preservation as permitted by Law.

27.2.4 Studies bv Lessee. In the event any archaeclogical studies or historic preservation
studies are sought to be conducted in or on the Premises, by Lessee or anyone acting hy or through
Lessee, Lessee shall provide a complete copy of the results of such studies fo Lessor promptly upan
completion thersof,

2725 Lessor's Right to Historic ltems; No Liability. Lessee shzll have no right, title or inferest
whatsoever with respect to any Historic lems discovered on or about the Premises. As between Lessor
and Lessee, Lessor shall retain ownership of any Historic ltems discovered an or about the Premises o
the extent private ownership of the Historic ltems by Lessor is permitted under applicable Laws, and in
any event, Lessor shall retain the exclusive right to act as, and to exercise all rights of, the landowner
under applicable Laws. Lessor shali not be responsible for any damages or other liabilities that may
result from cessation of excavation or construction, or from Lessee’s compliance with provisions of this
Sectlion 27.2.5 and applicable Laws.

ARTICLE 28:
MISCELLANEQUS

281 Gonfidentiality. Lessor and Lessee acknowledge that the content of this Lease and any related
documents are confidential information, and each agrees, except as otherwise required by Law (including
any public disclosure requirements under Hawaii Revised Statutes Chapter 92F and/or the Fresdom of
Information Act), to keep such confidential information strictly confideniial and not disclose such
confidential information to any Person, other than Lessor's or Lessee's consultants, attorneys, property
managers, and employees who have a need to know such information.

28.2  Due Authorization and Execution. Lessor has full right, title, authority and capacity to execute
and perform this Lease and any other agreements and documents to which Lessor is a party and referred
to or required by this Lease {collectively, the "Lease-Related Documents”); the execution and delivery of
the Lease-Related Documents have -been duly authorized by all requisite actions of Lessor: the
Lease-Related Documents constitute valid, binding, and enforceable ohligations of Lessor; and neither
the execution of the Lease-Related Documents nor the consummation of the transactions they
contemplate violates any agreement (including Lessor's organizational documents), confract, or other
restriction to which Lessor is a party or is bound. Lessee makes to Lessor representafions and
warranties reciprocal to those in the preceding sentence and, in addition, represents and warrants that
Lessee is qualified to do business in the State of Hawai'i. Both parties’ representations and warranties in
this Section 28.2 shall continue to apply in full force and effect throughout the Term as if made
continuously during the Term.

28.3 Costs and Expenses; Legal Costs. In the event of any [itigation or dispute between the parties,
or claim made by either party against the other, arsing from this Lease or the Lessor-Lessee reiationship
under this Lease, or Lessor's enforcement of this Lease upon a Default, ar to enforce or interpret this
Lease or seek declaralory or injunctive relief in connection with this Lease, or to exercise any right or
remedy under or arising from this Lease, or to regain or attempt to regain passession of the Premises or
terminate this Lease, or in any Bankruptcy Proceeding affecting the other party to this Lease, the
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prevailing party shall be entitied to reimbursement of its Legal Costs with Default Interest and all other
reasonable costs and expenses incurred in enforcing this Lease or curing the other party's default.

23.4 No Consequential Damages. Whenever either party may seek or claim damages against the
other party (whether by reason of a breach of this Lease by such party, in enforcement of any indemnity
obligation, far misrepresentation or breach of warranty, or otherwise), neither Lessor nor Lessee shall
seak, nor shall there be awarded or granted by any court, arbitrator, cr other adjudicator, any speculative,
consequential, collateral, special, punitive, or indirect damages, whether such breach shall be willful,
knowing, intentional, deliberate, or otherwise, except as otherwise expressly permiited by this Lease.
The parties intend that any damages awarded to either party shall be limited to actual, direct damagaes
sustained by the aggrieved parly. Neither party shall be liable for any loss of profits suffered or claimead to
have heen sufferad by the other,

28.5 No Wajlver by Silence. Failure of either party to complain of any act or omission on the part of
the other party shall not be deemed a waiver by the nen-complaining party of any of its rights under this
Lease. No waiver by either party at any time, express or implied, of any breach of this Lease shall waive
such breach or any other breach.

28.6 [Reserved.]

28.7 Perfarmance Under Protest. If a dispute arises about performance of any obligation under this
Lease, the party against which such obligation is asserted shall have the right to perform it under protest,
which shall not be regarded as voluntary performance. A party that has perfermed under protest may
institute appropriate proceadings o recover any amount paid or the reasonable cost of otherwise
complying with any such obligation.

28.8  Survival. All righis and obligations that by their nature are to be performed after any termination
of this Lease shall survive any such termination.

28.9 Unaveidable Delay. Each party's obligation to perforrh or abserve any nonmonetary obligation
under this Lease shall be suspended during such time as such performance or observance is prevented
or delayed by Unavoidable Delay.

28.10 Broker. Each party: (a) represents and warrants that it did not engage or deal with any breker ar
finder, except Broker, in connection with this Lease and no persen except Broker is entitied to any
commission or finder's fee on account of any agreement or arrangement made by such party; and
{b} shall Indemnify the other party against any breach of such representation. Lessor shall compensate
Broker under 2 separate agreement and Indemnify L.essee against any claims by Broker.

2811 Service of Process. Lesses and every assignee shall either be domiciled in the State of Hawai'|
or shall, effective upon the date of this Lease (for the original Lessee) or upon the date of said
assignment (for an assignes), designate in writing an agent who is domiciled in the State of Hawsi'i upon
whom service of nofice or process may be made at all times (if applicable, Lessee’s first such agent for
service of process is designated in Exhibit D. Service of summons or other legal process upon said
agent shall be conclusively deemed to be complete upon Lessee and shall authorize the court from which
such summaons or legal process has issued to proceed in all respects as in the case of service personally
made upon an individual. In the event Lessee fails to designate said agent for the service of process, or
upan the death or absence of said agent, uniess a.successor shall be promptly named, the Director of
Commerce and Consumer Affalrs of the State of Hawaii shall be deemed Lessee’s or assignee’s agent
for service of notice and process, and any notice or process served upon said designee or said Direcfor
of Commerce and Consumer Affairs shall have the force and sffect of personal service upon Lessee or
said assignee in all matiers respecting this Lease and the enforcement thereof. Lessee and every
assignee shall be duly qualified by the Director of Commerce and Consumer Affairs to do business in the
State of Hawaii.
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28.12 Sexual Harassment Policy. At all times during the Term, Lessee shall have and enforce a
policy prohibiting sexual harassment in accordance with Articie 18 of Chapter 1 of the Revised
Ordinances of Honolulu 1990. Lessee may obtain a copy of said Article at the Office of the City Clerk,
Honolulu Hale, 630 South King Street, Honalulu, Hawsii,

28.13 Non-Discrimination Policy. Lesses shall not discriminate against any employee or applicant for
employment based on race, color, national origin, religion, sex, sexual orientation, familial status, or
disability, and Lessee shall comply with the provisions included in any agreament with the County

pertaining to discrimination. : :

ARTICLE 29:
INTERPRETATION, EXECUTION, AND APPLICATION OF LEASE

29.1  Captions. The captions of Articles, Sections, items and paragraphs are for convenience and
reference only and shall not be deemed to limit, construe, affect or alter the meaning of such Arlicles,
Sections, items and paragraphs. :

29.2  Counterparts. This Lease may be executed in counterparts with the same effect as if both
parties hereto had executed the same document. Both counterparts shall be construed together and
shall constitute a single lease document,

29.3  Delivery of Drafts. Neither party shall be bound by this Lease unless and until such party shall
have executed and delivered this Lease. The submission of draft(s) or comment(s) on drafts shall not
bind the parties, nor shall such draft(s) and comment(s) be considered in interpreting this Lease.

29.4 Entire Agreement. This Lease contains all terms, covenants, and conditions about the
Fremises. The parties have no other understandings or agreements, oral or written, about the Premises
or Lessee's use or ocoupancy of, or any interest of Lessee in, the Premises except for any agreaments
referenced in this Lease, and except for any provisions from the Purchase and Sale Agreement between
Lessor and dated . 2012, that by their terms are applicable to the Premises
and intended to survive the closing of said Purchase and Sale Agreement (in which case such provision
shall not be deemed legally merged into this Lease but, instead, shall be deemed incorporated into this
Lease to the extent applicable).

29.5 Governing Law and Venue. This Lease, its intsrpretation and performance, the refationship
between the parties, and any disputes arising from or relating to any of the foregoing, shall be governed,
construed, interpreted, and regulated under the laws of the State of Hawai'i, without regard to principles
of conflict of laws. Any legal action hereunder shall be filed in the Hawai'i judicial system orlly, and
Lessor and |.essee hereby unconditionally submit themselves 1o the jurisdiction of the courts of the State
of Hawai'i in the circuit where the Premises are located, and the United States District Court for the
District of Hawai'i, and waive the right to assert that such courts are in an inconvenient forum.

29.6  Partial Invalidity. If any term or provision of this Lease or its application to any party or
circumstance shall to any extent be invalid or unenforceable, then the remainder of this Lease, or the -
application of such term or pravision to persens or circumsiances except those as to which it is invalid or
unenforceable, shall not be affected by such invalidity. All remaining provisions of this Lease shall be
valid and be enforced to the fullest extent Law allows.

29.7  Principles of Interpretation. No inference in favor of or against any party shall be drawn from
the fact that such party has drafted any part of this Lease. The parties have both participated
substantially in its negotiation, drafting, and revision, with advice from counsel and other advisers. A term
defined in the singuiar may be used in the plural, and vice versa, all in accordance with ardinary principles
of English grammar, which also govern all other language in this Lease. The words ‘include” and
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“including” shall be construed to be folowed by the words: “without limitation.” Each of these terms shall
be interpreted as If followed by the words “(or any part of it)” except wihere the contexi clearly reguires
otherwise: Building Equipment; FF&E; Fee Estate; Improvements; Land; Leasehold Estate; Premises;
and any other similar collective noun. Evary reference to any document, including this Lease, refers to
such document as Modified from time fo time (except, at Lessor's option, any Modification that violates
this Lease), and includes all exhibits, schedules and riders to such document. The word “or” includes the
word “and.”

20.8 [Reserved.

299 Time of the Essence. Except as otherwise expressly pravided in this Lease, time is of the
essence with raspect ta all provisions of this Lease.

2910 Computation of Deadlines. If a due date determined under this Lease falls on a Salurday,
Sunday or official County heliday, such due date will be deemed to be the next Business Day.

29,11 Joint and Several. if there is more than one Person comprising Lessee, the obligations imposed
upon such Persons under this Lease shall be joint and several.

ARTICLE 30:
ADDENDUM

30.1 Addendum. This Lease is subject to the terms and provisions of the Addendum attached hereto
and incorporated herein by this reference. In case of any conflict between any term, provision, definition,
and the like, as set forth directly herein and as set forth in the Addendum, the Addendum shall contraol.

IN TESTIMONY WHEREOF, Lessor and Lessee have caused this Lease ta be signed as of the
day and year first above written.

LESSOR.:

Date of execution by Lessor:
, 20

APPRCYAL RECOMMENDED: CITY AND COUNTY OF HONOLULWY, a municipal
corporation of the State of Hawsii

By Department of Budoet and Fiscal Services

Department of Community Services
By

Narme:
APPROVED AS TO FORM AND LEGALITY: Title:

Deputy Corporation Counsel

LESSEE:
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Date of execution by Lessee;
, 20

42

By

Name:
Titla:

By

Name:
Title:




DRAFT 3: 8/6/2012

EXHIBIT A

LEGAL DESCRIPTION AND ENCUMBRANCES

[TO BE ATTACHED: LEGAL DESCRIPTION AND LIST OF ALL ENCUMBRANCES GF RECORD]
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EXHIBIT B

ADDITIONAL PERMITTED EXCEPTIONS

Permitted Exceptions shall include all of the fallowing, as they existed on the Commencement Date:

1. All leases, Subleases, tenancies and righis of occupancy gffecting the Premises caused
or permitted by Lessee or by anyone claiming by, through, or under Lessee;

2. All rights, if any, for electricity, gas, telephone, water, cable television, and any other
utilities to maintain and operate lines, cables, poles, and distribution boxes in, over, and upon the
Premises;

3. Possible projections or encroachments of retaining walls, foundations, stoops, areas,
steps, sills, trim, cornices, standpipes, fire escapes, casings, ledges, water tables, lintels, porticos,
keystones, windows, hedges, copings, sidewalk clevators, fences, fire escapes, and the like, or similar
projections or objects upon, under, or above any adjoining buildings or streets or avenues or those
belonging to adjoining premises which encroach upon the Premises or within any set-hack areas, and
variations between the lines of record title and fences, retaining walls, hedges, and the like:

4, Variations betwsen the tax map and the record description of the Land:

5. Zoning, environmental, municipal, building, and all other laws, regulations or similar
matters imposed by any federal, state, municipal, or local govemment or any public or quasi-public board,
autharity, or similar agency having jurisdiction over the Premises or any portion theraof;

G. All notes or notices of any violation of law or municipal ordinances, orders, or
requirements noted in or issued by any Government having or asseriing jurisdiction, now or hereafter
affecting the Premises; and :

7. The lien for al! taxes, charges, rents, assessments, and any other governmental charges
which are not vet due and payabls.

8. [Project Specific] {List ail exceptions (including encroachments identified on applicable

ALTA Survey) accepted or deemed accepted by Buyer/Lessee as a result of the Due Diligence
Investigation.]

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



LESSOR:

LESSEE:

EXHIBIT C

NOTICE ADDRESSEES
{INCUDING REQUIRED COPY RECIPIENTS

Attn:

Telephone:

Facsimile:

Email:

With a copy fo:

Atin:

Telephone:

Facsimile:

Email;

Aftn:

Telephane:

Facsimile:

Email:

With a copy to:

Attn:

Telephone:

Facsimile:

Email:

DRAFT 3: 8/6/2012
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EXHIBIT D
SERVICE OF PROCESS

[TO BE INSERTED)
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Exhibit D
ADDENDUM TO LEASE

{Affordable Rental Housing Component)

The following provisions of this Addendum shall be deemed to be part of the foregoing Lease (the
“Lease”) to which this Addendum is attached and shall be given full force and effect as provisions of such
Lease.

Unless otherwise specified herein, any capitalized terms used in this Addendum shall
have the same respective meanings given to such capitalized terms in the Lease.

The following provisions shall be added to, inserted in, and supplement the provisions of
the Lease. In the event of any conflict between the terms of this Addendum and the Lease, the
terms of this Addendum shall contral over any terms of the Lease that are inconsistent with this
Addendum.

Article 1 {Definitions)

“Capltal Improvements” mean (a) improvements that extend the useful life or
increase the value of the asset (building, structure, infrastructure, etc.) or adapt it to new
uses, {b)equipment with an anticipated service life of three (3) vears or more, and
{c) improvements approved, requested or required by Lessee’s Lenders. Capital
improvements are not annually recurring costs or routine maintenance and rapairs.

"Lessee's Lenders" means any and ail governmental agencies, inciuding the
Hawai'i Housing Finance and Development Corporation {("HHFDC™), banks, financial
institutions, HUD, and the Federal Housing Administration ("FHA") and other persons
authorizing, issuing, or providing any part of Lessee's or Lessea's Affiliates financing
relating to the Lease, including without limitatior any persons or entities invalved in the
issuance, acquisition or credit enhancement of any multitamily tax-exempt bonds, or the
sale or syndication or the purchase of the Federal and State Low Income Housing Tax
Credits that the HHFDC reserves and allocates to Lessee or Lessee's Affiliates in
connection with such financing. :

‘Minimum Annual Reserve Account Amount’ means an amount equal to the
product of the "Per Unit Sum" {as stated below) multiplied by the aggregate number of
residential units located on the Premises. The inifial Per Unit Sum shall be $300, and
shall be increased to $500 for the deposit pursuant to Section 7.2.4 due January 31,
2022. Theresfter, the Per Unit Sum shall be increased annually on or before January 31
of each calendar year by the percentage increase, if any, in the Consumer Price Index
from the “base period” of the Consumer Price Index to the "curent period” of the
Consumer Price Index for the calendar year far which the adjustment is being made. The
term “base period” inifially shall refer to the Consumer Price Index published for the
month of November, 2016. Following the initial increase hereunder, the term “base
period” shall refer to the Consumer Price Index published for the month of November
immediately preceding the calendar year for which the Per Unit Sum was last adjusted
hereunder. The “current period” shall refer to the Consumer Price Index published for the
menth of November immediately preceding the calendar year for which an adjustment is
being made. In the event the Consumer Price Index shall not be published for any of the
above-described months, then the Consumer Price Index published for the month
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closest, but prior, to the described month shall be used in its place. Under no
circumstances shall the percentage increase be [ess than zero.

“Regulatory Agreement” means that ceriain Regulatory Agreement and
Declaration of Restrictive Covenants attached to this Addendum as Exhibit A.

“Reserve Study” means a written study made or commissioned by Lesses, at its
sole expense, of the anticipated replacement needs of the Capital Improvements existing
on or made to the Premises. The Reserve Study shall cover a period of not less than
twenty (20) years and shall include estimates of the remaining useful lives of each of the
Capital Imprevements included within the scope of the Reserve Study and the cost to
replace such Capital Improvements at the end of their respective useful lives. The
Reserve Siudy shall take infe account any funds already set aside in the Reserve
Account, and shall set forth the amount required to be set aside each year throughout the
period covered by the Reserve Siudy to prudently prepare for anticipated replacements
of Capltal Improvements.

Article 6 (Use)

6.1 Permitted Use. lessee shall continually use and operate the Premises
througheut the entirety of the Term solely as an affordable rental housing subject to, and
strictly in accordance with, the terms and caonditions of the Lease and the Regulatory
Agreement, and shall not use or permit the Premises to be used for any other purpose or
purposes whaiscever.

Article 7 (Maintenance, Repair, and Capitai Improvements)

7.2 Capital Improvement Qbligations. During the Term, Lessee shall
make Capital Improvements to the Premises as sat forth in this Section 7.2,

7.21 Initial Capifal lmprovements. As provided and detailed in

Section 5.1 of that certain Purchase and Sale Agreement batween Lessor and Lessee's
Afflliate, Honolulu Affordable Housing Partners, LLLC ("HAHP"), dated
2012 (the “PBA"), HAHP has agreed that HAHP and its Affiliates (including Lessee) shalf
undertake a substantial capital rehabilitation of the Premises (the "Initial Capital
Improvements”) in conjunction with the rehabilitation of other properties leased by
Lessor to'Lessee or an Affiliate of Lessee. The scope and character of the Initial Capital
Improvements shall be determined pursuant to a capital needs assessment covering the
Premises and such other properties to be rehabilitated. The capital needs assessment
shall determine the condition, working order, and state of repair of all major building
systems (electrical, plumbing, HVAC, roof systems, hallways, and common areas) and
the condition and state of repair of the various components or facilities in each apartment
contained within the Premises (e.g., kitchen appliances, cabinets, and countertops;
bathroom toilets, vanities, shower, and bathtub fixtures; electrical outlets and lighting
fixtures throughout the apartments; plumbing fixtures; floor coverings; wall painting; entry
and closet deors; windows and window coverings; and similar components and fixtures),
and shall set forth the specific improvements required in connection with the Premises.
Lessee shali carry out the Initial Capital Improvements as set forth in the capital needs
assessment, and in accordance with the timing, terms and conditions set forth in
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Section 5.1 of the PSA. Where available and appropriate, Lessee shall use union labor
at the site of the Premises in performing the Initial Capital Improvements.

72,2 Bubsequent Capital Improvements. After the Initial Capital

Improvements, Lessee shall make subsequent Capital Improvements to the Premises in
the amounts and no less frequently than as called for in the Reserve Study, as the same
may be revised and updated from time to time.

7.23 Preparation of Reserve Study. Lessse shall cause an initial

Reserve Study fo be prepared, at its sole expense, prior to the start of calendar year
2017. The initial Reserve Study shall cover the period beginning with calendar year
2017. The Reserve Study shall be updated, or a new Reserve Study prapared, from time
to time but no less frequently than once every five (5) years. Copies of the initial Reserve
Study, any updates thereta, and any new Reserve Study shall be provided to Lessor
promptly upen completion. in connection with any updated or new Reserve Study,
Lessee may submit a written proposal to Lessor that the Minimum Annual Reserve
Account Amount should be adjusted to account for circumstances then prevailing, and
Lessor shall exercise its reasonable judgment in determining whether to approve
Lessee's proposal.

7.24 Reserve Account. Lessee shall establish a reserve account {the
“Reserve Account”) and shall deposit annually in the Reserve Accaunt no less than the
Minimurn Annual Reserve Account Amount commencing on January 31, 2017. Lessee
shall continue to deposit no less than the Minimum Annual Reserve Account Amount in
the Reserve Account on or before January 31* for each calendar year thereafter during
the Term. Funds in the Reserve Account shall be expended in accordance with the
Reserve Study, as the same may be updated or revised from time to time, or in such
manner or for such uses as may be agreed in writing by Lessor and Lessee. Upon any
Transfer of the Lease or the Leasehold Estate, all funds in the Reserve Account shall
remain in the Reserve Account for the benefit of the Premises and shall not be removed
or retained by the transferor. Any funds remaining in the Reserve Account at the
expiration date of the Lease shall be paid to Lessor.

725 Capital improvement Report. Lessee shall provide Lessor with
an annual report within sixty (60) days after the end of each calendar year during the
Term, with a leve! of detail and description, and together with supporiing decumentation,
as reasonably required by Lessor, which report shall set forth the total cost of zll
maintenance, repairs, replacements, and improvements made during the preceding
calendar year by Lessee of any and all Capital Improvements covered by the Reserve
Study,

7.2.6  Permissible Pooling of Reserve Accounts. As part of a single,
consclidated transaction, Lessor is simultaneously entering into a number of leases of
improved real properly with Lessee and with Afflliates of Lessee (the “Affiliated
Leases"), of which this Lease is one. In lieu of opening a separate Reserve Account in
respect of each Affiliated Lease, Lessee may elect ta utilize an account opened by
Lessee or an Affiliate of Lessee under an Affiliated Lease {(a “Consolidated Reserve
Account”), which Cansolidated Reserve Account shall hold the replacement reserves
required by this Lease as well as the reserves required under ore, more, or all of such
Afiiliated Leases. In the event that Lessee elects to utilize a Consolidated Reserve
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Account, the Consclidated Reserve Account shall be deemed a qualifying Reserve
Account for all purposes under the Lease, bui, in such event, Lessee shall continue to
maintain on its books a separate accounting of the transactions in respect of such
Consolidated Reserve Account that relate specifically to the Lease or the Premises.

7.2.7 Satisfaction of Reserve Reguirements Pursuant to Other
Agreements. The Premises will be subject to one or more agreements (including the
Regulatory Agreement) between Lessee and various third parties, including but not
limited to governmental entities or agencies, regulatory entities or agencies, or Lessee's
Lenders, concerning Lessee's operation, use, managemant and care of the Premises. If
any such agreements impose or require Lessee to maintain a reserve for Capital
Improvements for the Premises (the "Other Reserve Requirements"), Lessee's
compliance with the Other Reserve Requirements shall also satisfy the reserve
requirements set forth herein on a dollar for dallar basis. if the Other Reserve
Requirements are greater than or equal to the reserve amounts imposed by this
Section 7.2, then the reserves maintained pursuant to such Other Reserve Requirements
shall entirely satisfy Lessee’s reserve requirements under this Section 7.2; otherwise,
Lessee shall make up the shortfall by depositing into the Reserve Account or an account
established pursuant to the Other Reserve Requirements the difference between the
amount required to ba deposited under this Section 7.2 and the amount required hy the
Other Reserve Requirements. Notwithstanding anything in the Lease to the cantrary,
Lessee shall not be required to maintain separate ar multiple reserve accounts in respect
of its reserve obligations under the Laase.

Article 16 (Regulatory Agreement)

The Regulatory Agreement governs, among other matters, various terms and
conditions relating to the renting of the residential units on the Premises, such as rental
rates and increases thereto, tenant eligibility, record keeping, raporting, operations and
managemeﬁt. Any failure by Lessee to comply with each and every term of the
Regulatory Agreement shall be an Event of Default under the Lease.

Article 17 {L essee’s Transfers)

The following provision shali be substituted for Section 17.1 of the Lease:

171  Lessee’s Transfer Rlght. Lessee shall not Transfer this Lease or the
Leasehold Estate, whether or not to an Affiliate, without the prior written consent of
Lessor, which consent shali not be unreascnably withheld. Lessee agrees, however, that
it shall be conclusively presumed to be reasonable for Lessor to withhold its consent
unless the following have occurred: (A)Lessor's receipt of reasonably satisfactory
evidence that: (a) Lessee is not in Default under this Lease or the Regulatory Agresment
(which may be evidenced, as ta the Regulatory Agreement, by a Certificate of Continuing
Program Compliance (as that term is defined in the Regulatory Agreement), unless
Lessor has knowledge to the contrary), ar, if Lessee is in Default, that the transferee
undertakes to cure any such Default to the reasonable satisfaction of Lessor; (b) the
continued operation of the Premises after the Transfer shall comply with the provisions of
this Lease and the Regulatary Agreement; (c) the transferee has the financial capability
and resources o operate and maintain the Premises as required by this Lease and the
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Regulatory Agreement; (d) either (i) the transferee or its property manager has the
experience, reputation, rnanagerial and operational skills to operate and maintain rental
housing projects (including rental housing projects containing below-markel-rate units),
and neither has a record of material violations of discrimination restrictions or other state
or federal laws or regulations or local governmental requirements applicable to such
projects, (i) the transferee agrees to retain a property manager with the skills, experience
and record described in clause (i) above, effective as of the date of the Transfer, or
(iii) the transferor Lessee or its property manager will continue to manage the Premises,
ar another property management company reasonably acceptable to Lessor will manage
the Premises, for at least one year following the Transfer and, if applicable, during such
period the transferor Lessee or its property manager will provide training to the transferee
and fts property manager in the responsibilities relating to the Regulated Unit(s) {as that
term is defined in the Regulatory Agreement); and (e) the transferee is not delinguent in
any tax payments, or will make such tax payments current in connection with the
Transfer, and does not have pending against it any charges of, and does not have a
record of, material building code violations or complaints concerning the maintenance,
upkeep, operation, and regulatory agreement compliance of any of its projecls as
identified by any applicable local, state or federal regulatory agencies; (B) the execution
by the transferee and delivery to Lessor of an assignment document specifically stating
that the Transfer is made subject to all terms, covenants and conditions of this Lease and
the Regulatory Agreement, and all such terms, coverants, and conditions in such
documents shall be specifically assumed and agreed to by the transferee, along with
such other documents reasonably requested by Lessor in connection with the Transfer,
and delivery to Lessor of an apinion of the transferee’s counsel to the effect that each
such document and this Lease and the Regulatory Agreement are valid, binding and
enforceable obligations of the transferee, subject only to Bankruptcy Law and other
standard limitations affecting creditor's rights; and (C) receipt by Lessor of all fees and/or
expenses then currently due and payable to Lessor by Lessee in connection with this
Lease and/or the Regulatory Agreement. 1t is hereby expressly stipulated and agreed
that any Transfer in violation of this Section 17.1 shall be null, void and without effect,
shall cause a reversion of title to Lessee, and shall be ineffective to relieve Lessee of its
obligations under this Lease and the Regulatory Agreement. The written consent of
Lessor to any Transfer of this Lease or the Leasehald Estate shall constitute conclusive
evidence that the Transfer is not in violation of this Section 17.1. Upan any Transfer by
Lessee that complies with this Lease and the Regulatory Agreement, Lessee shall be
fully released from its obligations hereunder to the extent such obligations have been fully
assumed in writing by the transferee except for: (x) any obligation to hold and apply
Restoration Funds held by Lessee at the date of the Transfer {unless transferred to the
transferee); (y)any unperformed obligations that arose before the Transfer {unless
specifically assumed in writing by the transferee); and (z) any indemnity obligation under
this Lease and/or the Regulatory Agreement (unless specifically assumed in writing by
the transferee). Lessee shall pay all transfer and other taxes, if any, payable on account
of any Transfer by Lessee or any holder of any Equity Interest in Lessee.

Article 18 (Subleases)

181 Residential Rental Agreements. The number and type of Dwelling
Units (as that term is defined in the Regulatory Agreement} on the Premises are
described in the Regulatory Agreement. In accordance with Lessee's obligation o
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continually use and operate the Premises solely as an affordable rental housing project,
Lessee shall, subject to compliance with the Regulatory Agreement, enter into rental
agreements with residential tenants (“Resldential Tenants") governing the occupancy of
the Dwelling Units by such residential tenants (the “Residential Rental Agreements”),
Lessor's consent shall not be required for any Residential Rental Agreement, or for any
Modification thereof, so long as Lessee complies fully with the reguirements of the
Regulatory Agreement in connection therewith. No Residential Rental Agreement shall
affect any abligations of Lessee or rights of Lesser under the Lease, all of which shall
continue in full force and effect notwithstanding any Residential Rental Agreement. The
fact that any Resldential Tenant causes any Default shall nof refieve Lessee of Lessee's
obligation to cure it. Lessee shall take all steps reasonable and necessary o prevent any
such Default.

Article 31 {General Matters)

31.1  Resident Services. In connection with its negotiations with Lessor
preliminary to the execution of the Lease, Lessea has represented that it will target
appropriate services that will best support the residential community at the Premises. In
furtherance therecf, Lessee agrees that at the Commencement Date, Lessee shall
conduct an evaluation of appropriate services to be offered to support the residential
community. Residential fenant services to be evaluated includs, but are not limited to,
those services listed in Schedule 2 of the Regulatory Agreement. The evaluation shall
solicit feedback from onsite management and residents. Lessee shall provide or facilitate
provision of tenant services appropriate to the needs of the resident profile for the
residential community at the Premises. Any fees for such services shall be reasonable.
Lessee shall provide periodic reports (no less frequent than once each year) to Lessor on
the services provided and the charges, If any, for such services, as set forth in the
Regulatory Agreement. Lessee shall maintain oversight and supervision of the Premises,
and shall remain actively nvolved with the residents of the Premises, including
establishing a schedule of site visits and inspections as well as remaining accessible and
responsive to residents’ concerns and questions.

Article 32 (Property Specific Terms)

321  [Caption].
322 [Caption].




Sl vé: 8/6/2012

EXHIBIT A

REGULATORY AGREEMENT AND DECLARATION OF RESTRICTIVE COVENANTS

{TO BE ATTACHED]
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Exhibit E
ADDENDUM TO LEASE

(Market Rental Housing Component)

The following provisions of this Addendum shall be deemed to be part of the feregoing Lease (the
"Lease") to which this Addendum is attached and shall be given full force and effect as provisions of such
Lease.

Unless otherwise specified herein, any capitalized terms used in this Addendum shall
have the same respective meanings given to such capitalized terms in the Lease.

The following provisions shall be added to, inserted in, and supplement the provisions of
the Lease. In the event of any conflict between the terms of this Addendum and the Lease, the
terms of this Addendum shall control aver any terms of the Lease that are inconsistent with this
Addendum.

Article 1 (Definitions)

“Capital Improvements” mean (a) improvements that extend the useful life ar
increase the value of the asset (building, structure, infrastructure, etc.) or adapt it to new
uses, (b)eguipment with an anticipated service life of three (3) years or more, and
{c) improvements approved, requested or required by Lesses's Lenders. Capital
improvements are not annually recurring costs or routine maintenance and repairs.

"Lessee’s Lenders” means any and all governmental agencies, including the
Hawai't Housing Finance and Development Corporation ("HHFDC"), banks, financial
institutions, HUD, and the Federal Housing Administration ("FHA") and other persans
authorizing, issuing, or providing any part of Lessee's or Lessee's Affiliates financing
relating to the Lease, including withaut iimitation any persons or entities involved in the
issuance, acquisition or credit enhancement of any multifamily tax-exempt bonds, or the
sale or syndication or the purchase of the Federal and State Low Income Housing Tax
Credits that the HHFDC reserves and allocates to Lessce or Lesses's Affiliates in
connection with such financing.

“Minimum Annual Reserve Account Amount’ means an amount equal to the
product of the "Per Unit Sum" (as stated below) multiplied by the aggregate number of
residential units located on the Premises. The initial Per Unit Sum shall be $300, ard
shall be increased to $500 for the deposit pursuant to Section 7.2.4 due January 31,
2022. Thereafter, the Per Unit Sum shall be increased annually on or before January 31
of each calendar year by the percentage increase, if any, in the Consumer Price Index
from the “base period” of the Consumer Price Index to the “current period” of the
Consumer Price [ndex for the calendar year for which the adjustment is being made. The
term "base period” initially shall refer to the Consumer Price Index published far the
month of November, 2016. Follewing the initial increase hereunder, the ferm “base
period” shall refer to the Consumer Price Index published for the month of November
immediately preceding the calendar year for which the Per Unit Sum was last adjusted
hereunder. The “current period” shall refer to the Consumer Price Index published for the
month of November immediately preceding the calendar year for which an adjustment is
being made. in the event the Consumer Price Index shall not be published far any of the
above-described months, then the Consumer Price Index published for the month
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closest, but prior, to the described month shall be used in its place. Under no
circumstances shall the percentage increase be less than zero.

“Reserve Study” means a written study made or commissioned by Lessee, atits
sale expense, of the anticipated replacement neads of the Capital Improvements existing
on or made to the Premises. The Reserve Study shall cover a neriod of not less than
twenty (20) years and shall include estimates of the remaining useful lives of each of the
Capital Improvements included within the scope of the Reserve Study and the cost to
replace such Capital improvements at the end of their respective useful lives. The
Reserve Study shall take into account any funds already set aside in the Reserve
Account, and shall set forth the amount required to be set aside each year throughout the
period cavered by the Reserve Study to prudently prepare for anlicipated replacements
of Capital Improvements.

Article 6 {Use)

6.1 Permitted Use. Lessee shail continually use and operate the Premises
throughout the entirety of the Term salely as a residential housing project subject to, and
strictly in accordance with, the terms and conditions of the Lease, and shall not use or
parmit the Premises to be used for any other purpose or purposes whatsoever,

Article 7 {Maintenance, Repair, and Capital Improvements)

7.2 Capital lmprovement Obligations. During the Term, Lessee 'shall
make Capital Improvements to the Premises as set forth in this Section 7.2.

7.2 Initial Capital Improvements. As provided and detailed in

Section 5.1 of that certain Purchase and Sale Agreement between Lessor and Lessee's
Affiliate, Honoluiu Affordable Housing Partners, LLC ("HAHP"), dated ,
2012 {the "PSA"), HAHP has agreed that HAHP and its Affiliates {including Lessee) shall
undertake a substantial capital rehabilitation of the Premises (the "Initial Capital
Improvements”) in conjunction with the rehabilitation of other properties leased by
Lessor to Lessee or an Affiliate of Lessee. The scope and character of the Initial Capital
improvements shall be determined pursuant to a capital needs assessment covering the
Premises and such other properties to be rehabilitated. The capital needs assessment
shall determine the condition, working order, and state of repair of all major building
systems (electrical, plumbing, HVAC, roof systems, hallways, and common areas) and
the condition and state of repair of the various components or facilities in each apartment
contained within the Premises (e.g., kitchen appliances, cabinets, and countertops;
bathroom toilets, vanities, shower, and bathtub fixtures; electrical outlets and lighting
fixtures thraughout the apartments; plumbing fixtures: flaor coverings,; wall painting; entry
and closet doors; windows and window coverings; and similar components and fixtures),
and shall set forth the specific improvements required in connection with the Premises.
Lessee shall carry out the Initial Capital Improvements as set forth in the capital needs
assessment, and in accordance with the timing, terms and conditions set forth in
Section 5.1 of the PSA. Where available and appropriate, Lessee shall use union laber
at the site of the Premises in performing the Initial Capital Improvements.
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7.2.2 Subsequent Capital Improvements. After the Initial Capital
improvements, Lessee shall make subsequent Capital Improvements to the Premises in
the amounis and no less frequently than as called for in the Reserve Study, as the same
may be revised and updated from time to time.

7.23 Preparation of Reserve Study. Lessee shall cause an initial
Reserve Study to be prepared, at its sole expense, prior to the start of calendar year
2017. The initial Reserve Study shall cover the period beginning with calendar vear
2017. The Reserve Study shall be updated, or a new Reserve Study prepared, from time
te time but no less frequently than once every five {5) years. Copies of the injtial Reserve
Study, any updates thereto, and any new Reserve Study shall he provided to Lessor
promptly upon completion. In connection with any updated or new Reserve Study,
Lessee may submit a written proposal to Lessor that the Minimum Annual Reserve
Account Amount should be adjusted to account for circumstances then prevailing, and
Lessor shall exercise its reasonable judgment in determining whether to approve
Lessee's proposal.

724 Reserve Accounf, Lessee shall establish a reserve account (the
"Reserve Account”) and shall deposit annually in the Reserve Account no less than the
Minimum Annual Reserve Account Amount commencing on January 31, 2017. Lessee
shall continue to deposit no less than the Minimum Annual Reserve Account Amount in
the Reserve Account on or before January 31% for each calendar year thereafter during
the Term. Funds in the Reserve Account shall be expanded in accordance with the
Reserve Study, as the same may be updated or revised from time to time, or in such
manner or for such uses as may be agreed in writing by Lessor and Lessee. Upon any
Transfer of the Lease or the Leasehold Estate, ail funds in the Reserve Account shall
remain in the Reserve Account for the benefit of the Premises and shall not be removed
or retained by the transferor. Any funds remaining in the Reserve Account at the
expiration date of the Lease shall be paid to Lessor.

7.2.5 Capital Improvement Report. Lesses shall provide Lessor with
an annual report within sixty (80) days after the end of each calendar year during the
Term, with a level of detail and description, and together with supporting documentation,
as reasonably required by Lessor, which report shall set forth the total cost of all
maintenance, repairs, replacements, and improvements made during the preceding
calendar year by Lessee of any and all Capital Improvements covered by the Reserve
Study,

7.2.6 Permissible Pooling of Reserve Accounts. As part of a single,
consolidated transaction, Lessor is simultaneously entering into a number of leases of
improved real property with Lessee and with Afflliates of Lessee (the “Affiliated
Leases”), of which this Lease is one. In lieu of opening a separate Reserve Account in
respect of each Affiliated Lease, Lessee may elect o utilize an account opened by
Lessee or an Affiliate of Lessee under an Affiliated Lease (a “Consolidated Reserve
Account”), which Consclidated Reserve Account shall hold the replacement reserves
required by this Lease as well as the reserves required under one, more, or all of such
Affiliated Leases. In the event that Lessee elects to utilize a Consalidated Reserve
Account, the Consclidated Reserve Account shall be deemed a qualifying Reserve
Account for all purposes under the Lease, but, in such event, Lassee shall canfinus o
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maintain on its books a separate accounting of the transactions in respect of such
- Consalidated Reserve Account that relate specifically to the Lease or the Premises. .

7.27 Satisfaction of Reserve Requirements Pursuant to Other
Agreements. The Premises will be subject to one or more agreements between Lessee
and various third parties, including but not limited to governmental entities or agencies,
regulatory entities or agencies, or Lessee's Lenders, conceming Lessee's operation, use,
management and care of the Premises. If any such agreements impose or require
Lessee to maintain a reserve for Capital Improvements for the Premises (the "Other
Reserve Requirements"), Lessee's compliance with the Other Reserve Requirements
shall aiso satisfy the reserve requirements set forth hersin on a dollar for dollar basis. If
the Other Reserve Requirements are greater than or equal to the reserve amounts
imposed by this Section 7.2, then the reserves maintained pursuant to such Other
Reserve Requirements shall entirely salisfy Lessee's reserve requirements under this
Section 7.2; otherwise, Lessee shall make up the shortfall by depositing into the Reserve
Account or an account established pursuant te the Other Reserve Requirements the
difference between the amount required to be deposited under this Section 7,2 and the
amount required by the Other Reserve Requirements. Notwithstanding anything in the
Lease to the contrary, Lessee shall not be required to maintain separate or multiple
reserve accounts in respect of its reserve obligations under the Lease.

Article 18 (Subleases)

18.1  Residential Spaces. Lessee may enter into rental agreements with
residential tenants (“Residential Tenants®) governing the occupancy of the dwelling
units included in the Premises by such residential tenants {the' “Residential Rental
Agreements”). Lessor's consent shail not be required for any Residential Rental
Agreement, or for any Madification thereof, so long as Lessee complies fully with the .
requirements of the Lease. No Residential Rental Agreement shall affect any obiligations
of Lessee or rights of Lessor under the Lease, all of which shall continue in full force and
effect notwithstanding any Residential Rental Agreement. The fact that any Residential
Tenant causes any Default shall not relieve Lessee of Lessee's obligation to cure it.
Lessee shall take all steps reasonable and necessary to prevent any such Default.

18.2 Restriction on_Rent Increases for Initial Period of Term., Rent
payable by a Residential Tenant shall be as set forth in such Tenant's Residential Rental
Agreement, as determined by Lessee in its sole and absolute discretion. Notwithstanding
the foregoing, during the period starting with the Commencement Date and ending on the
day five (5) vears after the Commencement Date (the "Rent Restriction Period™,
Lessee shall determine rent in accordance with this Section 18.2, During such Rent
Restriction Period, the rent payable by any Residential Tenant who was a Residential
Tenant on the Commencement Date shall not be increased by more than ten
percent (10%) per annum over the rent payable by such Residential Tenant for the
immediately preceding period. The restriction on rent increases set forth in this
Section 18.2 shall not apply to rentais of vacant dwelling units to tenants not already
residing in the Premises.

Article 31 (General Maiters)
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31,1 Oversight. In connection with its negotiations with Lessor preliminary to
the execution of the Lease, Lessee has represented that it will maintain ovarsight of the
Premises. In furtherance thereof, Lessee agrees that from and after the Commencement
Date, Lessee shall maintain oversight and supervision of the Premises and shall remain
actively involved with the residents of the Market Rental Housing Component, including
establishing an active schedule of site visits and inspections as well as remaining
accessible and responsive to residents’ cancerns and questions.

Article 32 (Property Specific Terms}

321 [Caption].

32.2 [Caption].
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ADDENDUM TO LEASE

. Exhibit F
{Commercial Rental Gomponent)

The following provisions of this Addendum shall be deemed to be part of the foregoing Lease (the
“Leasa”) to which this Addendum is attached and shall be given full force and effect as provisions of such
Lease.

Unless otherwise specified herein, any capitalized terms used in this Addendum shall
have the same respective meanings given to such capitalized terms in the Lease,

The following pravisions shail be added to, inserted in, and supplement the provisions of
the Lease. In the event of any conflict between the terms of this Addendum and the Lease, the
terms of this Addendum shail contro! over any terms of the Lease that are inconsistent with this
Addendum. '

Article 8 (Use)

6.1 Permitted Use. Lassee shall continually use and operate the Premises
throughout the entirety of the Term solely as sub-leased commercial facilities subject to,
and strictly in accordance with, the terms and conditions of the Lease, and shall not use
or permit the Premises to be used for any other purpose or purposes whatsoever,

Article 18 (Subleases)

181 Commerclal Spaces. The Premises include the commercial spaces
described in Exhibit A attached to this Addendum. Lessee may enter info subleases
with commercial tenants (“Commercial Tenants") governing the occupancy of such
commercial spaces (the "Cammercial Subleases”). Lessor's consent shall not be
required to any Cormmercial Sublease, or to any Modification thereof, so long as Lessee
complies fully with the requirements of the Lease and all applicable Laws in connection
therewith. Each Commercial Sublease shall be subject and subardinate to the ‘Lease,
and no Commercial Sublease shall affect any obligations of Lessee or rights of Lessor
under the Lease, all of which shall continue in full force and effect notwithstanding any
Commercial Sublease. Any Commercial Sublease shall expire no later than ane day
before the Expiration Date. The fact that any Commercial Tenant causes any Default
shall not relieve Lesses of Lessee's obligation to cure it. Lessee shall take all steps
reasonable and necessary to prevent any such Default.

18.1.2 Required Provisions. Except for any existing Commercia)
Subleases assigned to Lessee at the time Lessee entered into the Lease, each new
Commercial Sublease shall contain provisions in form and substance substantially as set
forth beiow in this Section 18.1.2. By executing its Commercial Sublease, each
Gommercial Tenant shall be desmed to have agreed to such provisions, which reflect the
definitions in the Lease. All such defined terms shall be modified in the Commercial
Sublease as appropriate to reflect the definitions in the Commergial Sublease.

All terms, covenants, and provisions of this Sublease and
all rights, remedies, and options of Sublessee under this Sublease
are and shall at ali times remain fully subject and subardinate in all
respects to the Lease. If the Lease and the Leasehold Estate

1



terminate, then this Sublease shall terminate. In that event,
Sublessee, only at the option and request of Lessor (except as
Lessar has agreed otherwise in writing), shall attorn to Lessor and
recognize Lessor as Sublessee’s direct Lessor under this Sublease.
Sublessee shall execute and dsliver, at any time and from time to
time, upon the request of Lessee, Lessor, or any mortgages, any
instrument necessary or appropriate to evidence such attornment,
Sublessee appoints each of the foregoing as  Subessee’s
attorney-in-fact, irrevocably, with full power of substitution, ta
execute and deliver any such instrument. This appointment is
coupled with an interest and is irrevocabie, Sublessee waives any
Law that may allow Sublessee to terminate this Sublease or
surrender possession of the demised subpremises if the Leasa
terminates.

Article 32 (Property Specific Terms)

321 [Caption}.

32.2 [Caption].

DIV UIEAVLL



21 VoD HBEZUTZ

EXHIBIT A

LIST OF COMMERCIAL SPAGCES

(TO BE ATTACHED]
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Exhibit G-

ADDENDUM TO LEASE
(Redevelopment Component)

The following provisions of this Addendum shall be deemed to be part of the foregoing Lease (the
"Lease") to which this Addendum is attached and shall be given full force and effect as provisions of such
Lease.

Unless otherwise specified herein, any capitalized terms used in this Addendum shall
have the same respective meanings given to such capitalized terms in the Lease.

The following provisions shall be added to, inserted in, and supplement the provisions of
the Lease. In the event of any conflict between the terms of this Addendum and the Lease, the
terms of this Addendum shall control over any terms of the Lease that are inconsistent with this
Addendum.

Article 1 {Definitions]

“Capital Improvements” mean (a) improvements that extend the useful life or
increase the value of the asset (building, structure, infrastructure, efe.) or adapt it to new
uses, and (b) equipment with an anticipated service life of three (3) years or more.
Capital improvements are not annually recurring costs or routine mainienance and
repairs.

"Minimum Annual Reserve Account Amount” means the amount which equals
ten percent (10%) of Lessee’s gross revenue from the Premises from the calendar year
immadiately preceding the calendar in which the deposit required by Secticn 7.2.4 is dus.

"Regulatory Agreement” means that certain Regulatory Agreement and
Declaration of Restrictive Covenanis attached to this Addendum as Exhibit A,

“Reserve Study” means a written study made or commissioned by Lesses, at its
sole expense, of the anticipated replacement needs of the Capital Improvements existing
on or made to the Premises. The Reserve Study shall cover a pericd of not less than
twenty (20) years and shall include estimates of the remaining useful lives of each of the
Capital Improvements included within the scope of the Researve Study and the cost to
replace such Capital Improvements at the end of their respective useful lives. The
Reserve Study shall take into account any funds already set aside in the Reserve
Account, and shall set forth the amount required to be set aside each year throughout the
period covered by the Reserve Study to prudently prepare for anticipated replacements
of Capital Improvements.

Article 3 (Term)
3.3 No Option fo Extend; No Renewal. Except as otherwise permitted in

connaection with any redevelopment of the Premises pursuant to Section 32.1 baiow,
Lessee shall have no right to extend or renew the Temn. Upon expiration or earlier
termination of this Lease, Lessar shall have no obligation to extend or renew this Lease,
or to enter into a new lease with Lessee.
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Article 6 (Use

6.1 Permitted Use. [essee shall continually use and aperate the Premises
throughout the entirety of the Term solely as an affordable rental housing project subject
te, and strictly in accordance with, the terms and conditions of this Lease and the
Regulatory Agreement, and shall not use or permit the Premises to be used for any other
purpese or purpeses whatsocever.,

Article 7 (Maintenance, Repair, and Capital Improvements)

7.2 Capital Improvement Obligations. During the Term, Lessee shall
make Capital Improvements to the Premises as set forth in this Section 7.2.

7.21  |nitial Capital Improvements. Within thirty-six (36) months after

the Commencement Date, Lessee shall make Capital Improvements to the Premises
costing not less than $25,000 [$400,000 for Pauahi Hale]l. Where available and
appropriate, Lessee shall use union labor at the site of the Premises in performing such
initial Capital Improvements. In lieu of making the initial Capital Improvements required
by this Section 7.21, lLessee {or Lessee's permitted assignee) may commence a
redevelopment of the Premises as pravided in Article 32, in which event the requirements
of this Section 7.2.1 shall be deemed satisfied in full.

7.22 Subsequent Capital Improvements. After the initial Capital
Improvements, Lessee shall make subsequent Capital Impravements to the Prernises in
the amounts and no less frequently than as called for in the Reserve Study, as the same
may be revised and updated from time to time.

7.23 Preparation of Reserve Study. Lessse shall cause an initial
Reserve Study to be prepared, at its sole expense, prior to the fourth anniversary of the
Commencement Date. The initial Reserve Study shall cover the period beginning with
the fourth anniversary of the Commencement Date. The Reserve Study shall be
updated, or a new Reserve Study prepared, from time to time but no less frequently than
once every five (5) years, Copies of the initlal Reserve Study, any updates thereto, and
any new Reserve Study shall be provided to Lessor promptly upon completion. In
connection with any updated or new Reserve Study, Lessee may submit a written
proposal to Lessor that the Minimum Annual Reserve Account Amount should be
adjusted to account for circumstances then prevailing, and Lessor shall exercise its
reasonable judgment in determining whether to approve Lessee's proposal.

7.24 Reserve Account. Lessee shall establish a reserve account (the
‘Reserve Account™} and shall daposit annually in the Reserve Account the Minimum
Annual Reserve Account Amount commencing on January 31 of the calendar vear
immediately following the Commencement Date. Lessee shall continue to deposit the
Minimum Annual Reserve Account Amount in the Reserve Account on January 31 for
each calendar year thereafter during the Term, Funds in the Reserve Account shall be
expended in accordance with the Reserve Study, or in such manner or for such uses as
may be agreed in writing by Lessor and Lessee. Upon any Transfer of the Lease or the
Leasehold Estate, afl funds in the Reserve Account shall remain in the Reserve Account
for the benefit of the Premises and shall not be remaved or retained by the transferor.
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Any funds remaining in the Reserve Account at the expiration date of the Lease shall be
paid to Lessor.

7.2.5  Capital improvement Report. Lessee shall provide Lessor with
an annual report within sixty (60) days after the end of each calendar year during the
Term, with a level of detail and description, and together with supporting documentation,
as reasonably required by Lessor, which report shall set forth the totai cost of all
maintenance, repairs, replacements, and improvements made during the preceding
calendar year by Lessee of any and all Capital Improvements covered by the Reserve
Study,

7.2.6 Permissible Pooling of Reserve Accounts. As part of a single,
consalidated, transaction, Lessor is simultaneously entering into a numker of leases of
improved real property with Lessee and with Affiliates of Lessee (the “Affiliated
Leases"), of which this Lease is one. In lisu of opening a separate Reserve Account in
respact of each Affiliated Lease, Lessee may elect to utilize an account opened by
Lessee or an Affiliate of Lessee under an Affilated Lease (a “Consolidated Ressrve
Account”), which Consolidated Reserve Account shall hold the replacement reserves
required by this Lease as well as the reserves required under one, more, or all of such
Affiliated Leases. In the event that Lessee elecis to utilize 2 Consolidated Reserve
Account, the Consolidated Reserve Account shall be desmed =z qualifying Reserve
Account for all purposes under the Lease, but, in such event, | essee shali continue io
maintain an its books a separate accounting of the transactions in respect of such
Consolidated Reserve Account that relate specifically to the Lease or the Premisss.

7.27 Satisfaction of Reserve Requirements Pursuant to Other
Agreements. The Premises will be subject to one or more agreements (including the
Regulatory Agreement) between Lessee and various third parties, including but not
limited to governmental entities or agencies, regulatory entities or agencies, or Lessee's
Lenders, concerning Lessee's operation, use, management and care of the Premises. If
any such agreements impose or require Lesses to maintain a reserve far Capital
Improvements for the Premises (the "Other Reserve Requirements"), Lessee's
compliance with the Other Reserve Requirements shall also satisfy the reserve
requirements set forth herein on a dollar for doliar basis. |f the Other Reserve
Requirements are greater than or equal to the reserve amounts imposed by this
Section 7.2, then the reserves maintained pursuant to such Other Reserve Reguirements
shall entirely satisfy {essee's reserve requirements under this Section 7.2; otherwise,
Lessee shall make up the shortfall by depositing info the Reserve Account or an account
established pursuant to the Other Reserve Requirements the difference between the
amount required to be deposited under this Section 7.2 and the amount required by the
Other Reserve Requirements. Motwithstanding anything in the Lease to the contrary,
Lessee shall not be required to maintain separate or multipe resérve accounts in respect
of its reserve obligations under the Lease.

Article 16 {Regulatory Agreement

The Regulatory Agreement governs, among other matters, various terms and
conditions relating to the renting of the residential units on the Premises, such as rental
rates and increases thereto, tenant eligibility, record keeping, reporting, aperations and
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management. Any failure by Lessee to comply with each and avery term of the
Regulatory Agreement shall be an Event of Default under the Lease.

Article 17 {Lessee’s Transfers)

The following provisicn shall be substituted for Section 17.1 of the Lease:

17.1  Lessee’s Transfer Right. Lessee shall not Transfer this Lease or the
Leasehold Estate, whether or not to an Affiliate, without the prior written consent of
Lessor, which consent shall not be unreasonably withheld, Lessee agrees, however, that
it shall be conclusively presumed to be reasonable for Lessor fo withhold its consent
uniess the following have occurred: (A)Lessor's receipt of reasonably satisfactory
gvidence that: (a) Lessee is not in Default under this Lease or the Regulatory Agreement
{which may be evidenced, as to the Regulatory Agreement, by a Certificate of Cantinuing
Program Compliance (as that term is defined in the Regulatory Agreement), unless
Lessor has knowledge to the contrary), or, if Lessee is in Default, that the transferee
undertakes to cure any such Defaulf to the reasonable satisfaction of Lessor; (b) the
continued aperation of the Premises after the Transfer shall comply with the provisions of
this Lease and the Regulatory Agreement; (c) the transferee has the financial capability
and resources to operate and maintain the Premises as required by this Lease and the
Regulatory Agreement; (d) either (i) the transferee or its property manager has the
experience, reputation, managerial and operational skiills fo operate and maintain rental
housing projects {including rental housing projects containing below-market-rate units),
and neither has a record of material violations of discrimination resfrictions or other state
or federal laws or regulations or local governmental requirements applicable to such
projects, (ii) the transferee agrees to retain a property manager with the skills, experience
and record described in clause (i) above, effective as of the date of the Transfer, or
(iif) the transferor Lessee or its or its property manager will continue to manage the
Premises, or another property management company reasonably acceptable to Lessor
will manage the Premises, for at least one year following the Transfer and, if applicable,
during such period the transferor Lessee or its property manager wil provide training to
the fransferce and its property manager in the responsibilities relating to the Regulated
Unit(s) {as that term is defined in the Regulatory Agreement); and (e) the {ransferee is not
delinquent in any tax payments, or will make such tax payments current in connection
with the Transfer, and does not have pending against it any charges of, and does not
have a record of, material building code violations or complaints concerning the
maintenance, upkeep, operation, and regulatery agreement compliance of any of its
projects as identified by any applicable local, state or federal regulatory agencies; (B) the
execufion by the transferee and delivery to Lessor of an assignment document
specifically stating that the Transfer is made subject to all terms, covenanis and
conditions -of this Lease and the Regulatory Agreement, and all such terms, covenants,
and conditions in such documents shall be specifically assumed and agreed to by the
transferee, along with such other documents reascnably requested by Lessor in
connection with the Transfer, and delivery to Lessor of an opinion of the transferee’s
counsel to the effect that each such document and this Lease and the Regulatory
Agreement are valid, binding and enforceable obligations of the transferee, subject only
to Bankruptcy Law and other standard limitations affecting creditor's rights; and
(C) receipt by Lessor of all fees and/or expenses then currently due and payable fo
Lessor by Lessee in econnection with this Lease and/or the Regulatory Agreament. !t is
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hereby exprassly stipulated and agreed that any Transfer in violation of this Section 17.1
shall be null, void and without effect, shall cause a reversion of title to Lessee, and shall
be Ineffective to relieve Lessee of its ebligations under this Lease and the Regulatary
Agreement. The written consent of Lessor to any Transfer of this Lease or the Leasehold
Estate shall constitute conclusive evidence that the Transfer is not in violation of this
Section 17.1. Upon any Transfer by Lessee that complies with this Lease and the
Regulatory Agreement, Lessee shall be fully released from its cbligations hereunder to
the extent such obligations have been fully assumed in writing by the transferes except
for: (x) any obligation to hold and apply Restoration Funds held by Lessee at the date of
the Transfer {uniess transferred to the transferee); (y} any unperfarmed obligations that
arose before the Transfer (unless specifically assumed in writing by the transferee); and
(z) any indemnity obligation under this Lease andfor the Reguiatory Agreement (unless
specifically assumed in writing by the transferee). Lessee shall pay all ransfer and ather
taxes, if any, payable on account of any Transfer by Lessee or any holder of any Equity
interest in Lessee.

Article 18 (Subleases)
- 181  Residential Rental Agreements. The number and type of Dwelling

Units (as that term is defined in the Regulatory Agreement) on the Premises are
described in the Regulatery Agreement. In sccordance with Lessee’s obligation to
continually use and operate the Premises soiely as an affordabie rental housing project,
Lessee shall, subject to compliance with the Regulatery Agreement, enter into rental
agreements with residential tenants (“Residential Tenants") governing the eccupancy of
the Dwelling Units by such residential tenants (the "Residential Rental Agreements").
Lessor's consent shall not be required to any Residential Rental Agreement, or to any
Modification thereof, so long as Lessee complies fully with the regquirements of the
Regulatory Agreement in connection therewith. No Residential Rental Agreement shall
affect any obligations of Lessee or rights of Lessor under the Lease, all of which shall
continue in full force and effect notwithstanding any Residential Rental Agreement. The
fact that any Residential Tenant causes any Default shall net relieve Lesses of Lessee's
cbligation to cure it. Lessee shall take all steps reasonable and necessary to prevent any
such Default.

Article 31 {General Matters)

311 Resident Services. [n connection with iis negotiations with Lessor
preliminary to the execution of the Lease, Lessee has represented that it will target
appropriate services that will best support the residential community at the Premises. In
furtherance thereof, Lessee agrees that at the Commencement Date, Lessee shali
conduct an evaluation of apprepriate services to be offered to support the residential
community. Residential tenant services to be evaluated include, but are not limited to,
those services listed in Schedule 2 of the Regulatory Agreement. The evaluation shalil
solicit feedback from ansite management and residents. Lessee shall provide or facilitate
provision of tenant services appropriate to the needs of the resident profile for the
residential community at the Premises. Any fees for such services shall be reasonabla,
Lessee shall provide periodic reports (no less frequent than once each year) to Lessor on
the services provided and the charges, if any, for such services, as set forth in the
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Regulatory Agreement. Lessee shall maintain oversight and supervision of the Fremises,
and shall remain actively involved with the residents of the Premises, including
astablishing an schedule of site visils and inspections as well as remaining accessible
and responsive 1o residents’ concerns and questions.

Article 32 (Redevelopment)

321 Lessee’s Redevalopment Option. During tha first ten (10) years of the
Term, Lessee may elect to redevelop the Premises as provided in this Section 32.1 (the
“Redevelopment Option”). If Lessee elects to redevelopment the Premises, the Term
shall be extended for an additional ten (10) years, pravided that the total Term of the
Lease shali not exceed seventy-five (75) years. Any redevelopment shall be subject to
the following:

32.1.1 Submittal of Redevelopment Propesal. Lessee shall submit a
redevelopment praposal to Lessor with detail and information sufficient ta allow Lessor to
evaluate the proposal in accordance with the criteria set forth in Revised Ordinances of
Heonolulu Section 28-3.4{d){1) through (&), as amended. The redevelopment shall comply
with all Laws and resirictive covenants applicable fo the Premises, including, but not
limited to, then current building codes, land use and zaning regulations, and historic laws
and regulations, if applicable. Lessee shall pramptiy provide any information, documents
or plans that Lessor requests in connection with Lessor's review and evaluation of the
redevelopment proposal.

32.1.2 Rental Mix. After redevelopment, Lessee shall maintain a ratio
of unit income mix type that is similar to what existed prior to the redevelopment for the
Premises.

32.1.3 Redevelopment Agreement. If the redevelcpment proposal is
acceptable to Lessor, Lessor and Lessee shall enter into a redevelopment -agreement
(the "Redevelopment Agreement”} setting forth in detail all covenanis, obligations,
restrictions requirements and conditions to govern the proposed redevelopment and
subseguent operation of the Premises, indicate all studies and design work that must be
satisfactarily carried out and approved as a condition to the redevelopment of the
Premises, and shall also include the fallowing terms and conditions:

é) Be for a term not to exceed five (5) years;

b} Assure that affordable dwelling units are replaced on a
one-for-one or hetter basis;

c) Provide for a reasonable plan that camplies with all Laws relating
to the reiocation of residential tenants during the redevelopment
period, including monthly rents not more than the current rent
that the residential tenant is paying and at a location that is nof
more than a certain distance from the Premises; and

d) Be otherwise on terms acceptable to Lessor.

32.1.4 City Council Approval, The Redevelopment Agreement shall be
subject to approval by Honolulu City Council by resolution. Prior to approval of the
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Redevelopment Agreement, the City Council may add, delete or amend any term or
condition of the Redevelopment Agreement.

32.1.5 Extension of Redevelopment Option. In the event Lessee
desires to exercise the Redevelopment Option after the expiration of the Initial 10-vear

period of the Term, Lessor may, in its sole discretion and subject to Henolulu City Council
approval, grant an extension lo Lessee to exercise the Redevelopment Option. Any
extension may be conditioned on the payment of additional compensation to Lessor.

Article 33 (Property Specific Terms)

331 [Caption].

33.2 [Caption].
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EXHIBIT A

REGULATORY AGREEMENT AND DECLARATION OF RESTRICTIVE COVENANTS

[TO BE ATTACHED]
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ADDENDUM TO LEASE Exhibit H

(Resident Parking Component)

_ The following provisions of this Addendum shall be deemed to be part of the foregoing Lease (the
‘Lease"} to which this Addendum is attached and shall be given full force and effect as provisions of such
Lease.

Unless otherwise specified hereln, any capitalized terms used in this Addendum shail
have the same respective meanings given to such capitalized terms in the Lease.

The following provisions shall be added to, Inserted in, and supplemant the provisions of
the Lease. In the event of any conflict between the terms of this Addendum and the Lease, the
terms of this Addendum shall control over any terms of the Lease that are inconsistent with this
Addendum.

Article 6 {Use)

6.1 Permitted Use. Lessee shall continually use and anerate the Premises
throughout the entirety of the Term solely as a parking facility for (a) resident tenants of
the apartment building to which the Premises is attached, or (b) tenants rot residing in
the bullding to which the Premises is attached, but residing in an affordable housing
project operated by Lessee or an Affiliate of Lessee that is subject to a regulatory
agreement governing rent and tenant income qualification. Lessee's use shall be subject
to, and strictly in accordance with, the terms and conditions of this Lease, and Lessee
shall not use or permit the Premises to be used for any other purpose or purposes
whatsoever,

Article 18 (Subleases)

18.1  Parking_Stalls. The Premises includes parking stalls, the use of which
shall be subleased or licensed by Lessee ta (a) resident tenants of the apariment
building to which the Premises is attached, or {b) tenants not residing in the building to
which the Premises is attached, but residing in an affordable housing project operated by
Lessee or an Affiliate of Lessee that is subject to a regulatory agreement governing rent
and tenant income qualification,

18.2  Parking Rates, stc. The initial parking rates for the parking stalls (l.e.,
the rates which shall be in effect on the Commencement Date) are set forth in Exhibit A
attached to this Addendum. From and after the Commencement Date, Lessee shall
establish parking rates in its sole and absolute discretion; provided that, for the first
ten (10) years of the Term of this Lease, lessee shall not increase applicable parking
rates more than ten percent (10%) over the applicable rates in effect for the immediately
prior year,

All parking revenues generated from the rental of parking stalls in the Premiseés
during the Term shall belong to Lessee, subject to any third-party vendor contracts with
existing parking operatars assumed by L.essee. Lessor's consent shall not be required to
any monthly parking agreement, or to any Modification thereof, so leng as Lessee
complies fully with the requirements of this Lease. The fact that any person parking on
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the Premises causes any Default shall not relieve Lessee of Lessee's obligation to cure
it. Lessee shall take all steps.reasonable and necessary to prevent any such Defauli,
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EXHIBIT A

INITIAL PARKING RATES

[TO BE ATTACHED]
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Exhibit |
ADDENDUM TO LEASE

(Public Parking Component)

The following provisions of this Addendum shall be deemed to be part of the foregoing Lease {the
"Lease") o which this Addendum is attached and shall be given full force and effect as provisions of such
lLease.

Unless otherwise specified herein, any capitalized terms used in this Addendum shall
have the same respective meanings given to such capitalized terms in the Lease.

The following provisions shall be added to, inserted in, and supplement the provisions of
the Lease. In the event of any conflict between the terms of this Addendum and the Lease, the
terms of this Addendum shall control over any {erms of the Lease that are inconsistent with this
Addendum.

Article 6 (Use)

6.1 Permitted Use, Lessee shall continually use and cperate the Premises
throughout the entirety of the Term solely as a public pay-parking facility subject to, and
strictly in accordance with, the terms and conditions of this Lease, and shall not use or
permlt the Premises to be used for any other purpose or purposes whatsoever.,

Article 18 (Subleases)

18.1  Parking Stalls. The Premises includes parking stalls for use by the
public. Lessea may, without the consent of Lessor, enter into a sublease or other
agreement with a third-party to operate the Premises as a public parking lot, provided
that such sublease or other agreement Is made subject to the terms and conditions of this
Lease. Lessee shall be permitted ta restripe or otherwise reconfigure the parking stalls,
provided that such reconfiguration and the resulting number and size of stalls is in
conformity with applicable Law.

18.2 Parking Rates, etc. The parking rates, minimum number of stalls, time
limits and other regulations for the parking stalls included in the Premises (including both
the monthly and the hourly public parking stalls) are estahlished by the Honolulu City
Council from time to time and such rates, time limits and regulations shall not be altered
without the express written consent of Lessor in its sole discretion. The parking rates,
time limits and regulations in effect, as of the Commencement Date, are set forth in
Exhibit A attached to this Addendum.

All parking revenues generated from the rental of parking stalls in the Premises
during the Term shall belong to Lessee, subject to any third-party vendor contracts with
existing parking operators assumed by Lessee. Lessor's consent shall not be required to
any monthly parking agreement, or to any Modification thereof, so long as Lessee
complies fully with the requirements of this Lease and applicable Law. The fact that any
person parking on the Premises causes any Default shall not relieve Lessee of Lessee’s
obligation to cure it. Lessee shall take all steps reasonable and necessary to prevent any
such Default.
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EXHIBIT A

PARKING RATES, TIME LIMITS AND REGULATIONS

[TO BE ATTACHED]
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_,_:_': CATY AND COUNTY OF HONOLULU

HONOLULU, HAWAI| No.

2 CITY COUNCIL

RESOLUTION

AUTHORIZING THE TRANSFER OF THE CITY’S CALENDAR YEAR 2012 PRIVATE
BOND ACTIVITY ALLOCATION IN THE APPROXIMATE AMOUNT OF
$103,000,000.00 TO THE STATE OF HAWAI! FOR REALLOCATION TO HAWAII
HOUSING FINANCE AND DEVELOPMENT CORPORATION

WHEREAS, the City and County of Honolulu issued a request for propasals on
February 15, 2012 (the "RFP"), for the lease of twelve City-owned affordable housing
projects: Bachelors Quarters, Chinatown Gateway Plaza, Chinatown Manor, Harbor
Village, Kanoa Apartments, Kulana Nani Apartments, Manoca Gardens, Marin Tower,
Pauahi Hale, Westiake Apariments, West Loch Village and Winston Hale (collectively,
the “Projects”); and

WHEREAS, upon conciusion of the evaluation process, the City selected
Honolulu Affordable Housing Partners, LLC (*HAHP”) to be the lessee of the Projects;
and

WHEREAS, concurrently with the submission of this resolution the City has
submitted for Gouncil approval resolutions authotizing the execution of a purchase and
sale agreement and leases of the Prajects to HAHP; and

WHEREAS, HAHP intends o finance the acquisition of the leases in part through
the use of tax-exempt private activity bonds for muliifamily housing and through the use
of low income housing tax credits; and

WHEREAS, pursuant to the Internal Revenue Code, the Internal Revenue
Service annually sets a ceiling on the principat amaunt of all private activity bonds that
may be issued in a calendar year by all issuers and counties within a state; and

WHEREAS, each year pursuant to Chapter 39B of the Hawaii Revised Statutes,
as amended ("HRS"), the City is allocated a 37.55 per cent share of the annual state
ceiling for the State of Hawaii; and

WHEREAS, for calendar year 2012, the City's allocated share of the annual state
ceiling in dollar terms has been set at approximately $108,000,000.00;-and

WHEREAS, the City does not have the resources to issue private activity bonds
for multifamily housing at this time and has no need for the current -year allocation for
other private activities,; and

WHEREAS, the Hawalii Housing Finance and Development Corporation
("HHFDC") has been very aciive in the issuance of multifamily housing bonds, and has
indicated a willingness to issue muitifamily housing bonds on behalf of HAHP to support
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-4 CITY AND COUNTY OF HONOLULU :
HONOLULU, HAWAII No.

RESOLUTION

the acquisition of the City’s rental housing complexes, provided that HAHP meets all
program requirements; and

WHEREAS, HRS Chapter 38B-2(d) provides for assignment by the City or any
county of all or any part of its allocation of the annual state ceiling; and

WHEREAS, the City desires to assign all of its allocation of the annual state
ceiling for calendar year 2012 to the State of Hawaii for reallocation to HHFDC solely for
‘the purpose of facilitating the issuance of private activity bonds by HHFDC in support of
the City’'s Honolulu Affordable Housing Preservation Initiative; and

WHEREAS, the State of Hawaii, HHFDC and the City propose to enter into a
Memaorandum of Agreement, a copy of which is attached hereto as Exhibit A, to
document their agreement to the proposed transfer and to the reallocation of the City's
private bond activity authority for the current calendar year to HHFDC; and

WHEREAS, Council approval is required for a mid-year transfer of the City's
private bond activity allocation; and

WHEREAS, the Council finds that it is in the public interest to facilitate HAHP's
acquisition of City leases as part of the Honolulu Affordable Housing Preservation
Initiative by transferring the City’'s private bond activity allocation for the current calendar
year 1o the State of Hawaii for reallocation io HHFDC as proposed; now, therefore,

BE IT RESOLVED by the Council of the City and County of Honolulu that:

1) The proposed transfer of the City's entire private bond activity allocation in
the approximate amount of $103,000,000.00 for the current calendar year
to the State of Hawaii for reallocation to HHFDC is hergby approved;

2) The Director of Budget and Fiscal Services is authorized to execute the
Memorandum of Agreement by and among the City and County of
Honolulu, the Department of Budget and Finance, State of Hawaili and the
Hawaii Housing Finance and Development Corporation, substantiaily in
the form attached hereto as Exhibit A,

3) The Mayar, the Director of Budget and Fiscal Services, or the Director of
Community Services is herseby authorized 10 execute any incidental or
related documents to carry out the transaction described above, as long
as such documenis do not impase either directly or indirectly any financial
obligation on the City; and
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% CITY AND COUNTY OF HONOLULU N
HONOLULU, HAWAII C.

RESOLUTION

BE IT FINALLY RESOLVED by the Council of the City and County of Honolulu
that the Clerk be, and is hereby directed to transmit copies of this Resolution to Michael
R. Hansen, Director of Budget and Fiscal Services, and Samuel E. H. Moku, Director of
Community Services. Copies of this Resolution shall also be transmitted to the Direcior

of the Department of Budget and Finance, State of Hawaii and to the Executive Director
of the Hawaii Housing Finance and Development Corporation.
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Exhibit A

MEMORANDUM OF AGREEMENT
BY AND AMONG THE CITY AND COUNTY OF HONOLULU,
THE DEPARTMENT OF BUDGET AND FINANCE,
STATE OIF HAWAII AND
THE HAWAII HOUSING FINANCE AND DEVELOPMENT
CORPORATION

This Memorandum of Agreement is entered into by and among the City and County of
Honolulu (the “City™), the Department of Budget and Finance, State of Hawaii (“Budget and
Finance”) and the Hawaii Housing Finance and Development Corporation (“HHFDC™) for the
purpose of setiing forth the understandings of the parties regarding (A) the City’s assignment to
the State of Hawaii of the City’s calendar year 2012 private activily bond allocation, and (B) the
Tuture wse of said allocation by the State of Hawaii.

RECITALS

WHEREAS, pursuant to the Internal Revenue Code, the Internal Revenue Service
anmually sels a ceiling on the principal amount of all private activity bonds that may be issued in
a calendar year by all issuers and counties within a state; and

WHEREAS, each year pursuant to Chapter 39B of the Hawaii Revised Statutes, as
amended (“HRS™), the City is allocated a 37.55 per cent share of the annual state ceiling for the
State of Hawaii; and

WHEREAS, for calendar year 2012, the City’s allocated share in dollar terms of the
annual state ceiling has been set at approximately $103,000,000.00; and

WHEREAS, HRS Chapter 39B-2(d) provides for assignment by the City or any county of
all or any part of its allocation of the annual state ceiling; and

WHEREAS, the City desites to assign all of its allocation of the annual state cciling for
calendar year 2012 to HHFDC solely for the purpose of facilitating the issuance of private
activity bands by HHFDC in support of and to the extent required for the City’s Honolulu
Affordable Housing Preservation Initiative (“HAHPT”), which initiative involves the long-term
leasing of twelve City affordable housing projects (o a private sector entity; and

WIEREAS, Budget and Finance and HHFDC are amenable to the assignment of the
City’s calendar year 2012 allocation to HHFDC solely for that purposc;

NOW, THEREFORE, in consideration of the foregoing, the parties agree as follows:
AGREEMENT

1. The City agrees to take in timely fashion all reasonable steps necessary to assign
to HHFDC all of its allocalion of the annual state ceiling for private activity bonds for calendar



year 20112, in the approximate amount of $103,000,000.00, for the sole purpose of facilitating the
issuance of private activity bonds by HHFDC in support of and 10 the extent required for the
City’s HAHPI project.

2. The parties acknowledge and agree that the assignment by the City is subject to
approval by the City Council, and the City agrees to take in timely fashion all reasonablc steps
necessary to obtain such approvai.

3. Budget and Finance agrees to take in timely fashion all reasonable steps necessary
lo cause the City’s assigned allocation for calendar year 2012 to be reallocated to HHFDC, for
the sole purpase of facilitating the issuance of private activity bonds by HHFDC in support of
and to the extent required for the City’s HAHPI projcct.

4. HHFDC agrees to take in timely fashion all reasonable steps necessary ta issue
private activity bonds solely in support of and to the extent required for the Cily’s HAHPI
project, up to the amount assigned by the City and reallocated to HHFDC,

5. The parties agree to enter into such other and further agreements or instruments as
may be necessary to fully implement the purposes of this Memorandum of Agreement.

The parties have executed this Memorandum of Agreement on
. 2012.

CITY AND COUNTY OF HONOLULU

By:
Director of Budget
and Fiscal Services

DEPARTMENT OF BUDGET AND FINANCE,
STATE OF HAWAII

By:
Its:

HAWAII HOUSING FINANCE AND DEVELOPMENT
CORPORATION

By:
Tts:




APPROVED AS TO FORM AND LEGALITY:

Deputy Corporation Counsel

APPROVED AS TO LEGALITY:

Deputy Attorney General
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