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June 23, 2009

Dear Homeowners of the Beach Villas at Ko Olina:

This letter is written on behalf of the attached group of homeowners in response to the
June 20, 2009 letter from Ko Olina Development, LLC (a copy of the letter is attached for your
easy reference).

The Ko Olina Development letter threatens a lawsuit against homeowners who vote for
recharacterization of the Limited Common Elements into Common Elements. As discussed in
greater detail below:

(a) Ko Olina Development's claimed right to prevent the recharacterization is false. Ko
Olina Development approved of the Condominium Declaration that gave Centex the reserved
power to recharacterize the Limited Common Elements, without Ko Olina Development's
approval.

(b) Ko Olina Development's supporting example of a "binding contract" to purchase a
unit with a lanai is also false. Ko Olina Development does not have a "binding contract" to
purchase the Business Apartment. It only has a right of first refusal to purchase what is offered
by Centex sometime in the future. Centex has not offered anything yet. Ko Olina Development
also knows of and agreed to Centex's reserved powers to recharacterize the Limited Common
Flements BEFORE Centex offers the Business Apartment to anyone.

(c) Ko Olina Development's threat of a "required" lawsuit against the homeowners for
voting to give the AOAOQO greater control over the common areas in the project is also false. If
Ko Olina Development actually initiated a lawsuit against the homeowners, the homeowners will
likely be able to recover their attorneys fees, costs, and damages against Ko Olina Development
based on theories of abuse of process and malicious prosecution. Ko Olina Development already
has a lawsuit against Centex. If Ko Olina Development really believes it has a right to prevent
the recharacterization, Ko Olina Development could get a Court order to stop the
recharacterization. If not, there is no justification for suing the homeowners.

(d) More disgusting, however, is the very concept of trying to intimidate homeowners
from exercising their right to vote with a threatened lawsuit. That is just plain wrong.

(e) It isthese types of false claims, false examples, and false threats that have caused
many homeowners to be concerned about the anti-competitive centralized control being exerted
by Mr. Stone and his companies over this project.
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(f) Mr. Stone has yet to explain why allowing him to acquire the Business Apartment
and other commercial units for $1.00 (under a right of first refusal) and allowing him to control
all of the common areas now designated as Limited Common Elements is in the best interests of
the homeowners.

(g) When a person who supposedly has rights makes false claims, uses false examples,
and makes false threats, it usually suggests that that person really has no legitimate basis for their
claimed rights and is instead trying to intimidate and deceive others into thinking he has rights by
his false claims, false examples, and false threats.

(h) A vote of "YES" in favor of the recharacterization will begin to create a more
appropriate balance of power and give the homeowners access to truthful information about the
common areas and some say in the future of this project.

Here is our response in greater detail:

e AOQOAO Control Over Common Areas. Recharacterization of the Limited Common
Flements into Common Elements will give the homeowners (through the Association
of Apartment Owners — AOAO — board) the power to control the use, access, and
maintenance costs of the pool, gardens, walkways, driveways, parking lot, and public
common areas of this project.

e Current Documents Give AOAQO No Control. Without this recharacterization, the
power will be in the hands of the Business Apartment Owner alone, at the expense of
the homeowners. Under the current documents, the Business Apartment Owner can:

o unilaterally restrict homeowners' access to undefined portions of the common
public areas — WITH NO INPUT OR CONTROL FROM HOMEOWNERS,

o give access to outsiders who are not homeowners — WITH NO INPUT OR
CONTROL FROM HOMEOWNERS,

o restrict homeowner uses of the pools, gardens, walkways, driveways, parking
lot, and public areas — WITH NO INPUT OR CONTROL FROM
HOMEOWNERS,

o maintain these common public areas in a manner that could increase fees up to
120% every year — WITH NO INPUT OR CONTROL FROM
HOMEOWNERS, and

o lease or generate revenues from activities within these common public areas at
the homeowners' expense — WITH NO INPUT OR CONTROL FROM



Homeowners of the Beach Villas at Ko Olina
June 23, 2009

Page 3

HOMEOWNERS AND NO RIGHT TO SHARE IN THE REVENUES OR
PROFITS.

Centex Agrees to Recharacterize. The current Business Apartment Owner and
Developer — Centex — has agreed to recharacterize the Limited Common Elements to
Common Elements to give the AOAO and the homeowners long term control over
these common areas.

Ko Olina Development Opposes Recharacterization. Ko Olina Development
opposes this recharacterization and claims it will be "detrimental to the Project, its
owners as well as to the overall Resort," (June 15, 2009 letter) but offers no
explanation for why homeowners are better off having no control over the common
areas.

Ko Olina Development Claims Ownership Interest. Ko Olina Development
claims an ownership interest in the Business Apartment based on a Second
Amendment Right of First Refusal dated September 22, 2008 that Ko Olina
Development contends allows it to prevent the current Business Apartment Owner
and Developer (Centex) from recharacterizing the Limited Common Elements into
Common Elements.

Ko Olina Development's Claimed Right to Prevent Recharacterization is False.
Ko Olina Development's claim is false. Ko Olina Development approved of all of the
condominium documents for this project before they were filed. The controlling
Condominium Declaration for this project specifically provides:

"The Developer [Centex] shall have the reserved right . . . to recharacterize certain
Limited Common Elements as may be appurtenant to an Apartment owned by the
Developer as being Common Elements of the Project."

"The right to . . . recharacterization of any Limited Common Element appurtenant to
an Apartment as Common Elements shall occur at any time or times prior to
December 31, 2025 . . . without being required to obtain consent or joinder of any
Owner, lienholder or other persons . . . "

Amended and Restated Declaration of Condominium Property Regime of Beach
Villas at Ko Olina and Condominium Map dated March 7, 2007 (Doc 3586676 filed
April 11, 2007), at Section XXIII, page 44.

Nothing in the Condominium Declaration or the Second Amendment to Right of First
Refusal indicates that Ko Olina Development has any right to prevent Centex's
recharacterization of the Limited Common Elements. The Condominium Declaration
is the controlling document and cannot be changed by an agreement between Ko
Olina Development and Centex. More importantly, nothing in the Second
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Amendment to Right of First Refusal suggests Ko Olina Development has the power
to block Centex's exercise of its express reserved power to recharacterize the Limited
Common Elements. Ko Olina Development reviewed and approved of the
Condominium Declaration that is silent on any Ko Olina Development power to veto
Centex's right to recharacterize the Limited Common Elements. In addition, none of
the public documents relating to this project reveal any authority of Ko Olina
Development to block a recharacterization of the Business Apartment Limited
Common Elements.

Ko Olina Development's "Binding Contract' Example is False. Ko Olina
Development's example in its letter dated June 20, 2009 is also false. In the letter, Ko
Olina Development said: "Basically, what Centex is trying to do is the same as if you
had entered into a binding contract with them to purchase a unit with a beautiful lanai
included as part of the unit's limited common elements, but prior to closing Centex
took away your lanai and gave it to the AOAO." Unlike the example, Ko Olina does
not have a "binding contract” to purchase the Business Apartment with the Limited
Common Elements. Ko Olina Development only has a Right of First Refusal that is
subject to the Condominium Declaration which allows Centex to recharacterize the
Limited Common Elements.

Ko Olina Development's '"Required' Lawsuit Threat is False. Ko Olina
Development's claim that "we may be required, in order to seek complete relief and
vindication of our rights, to bring you into a resolution of our dispute with Centex" is
also false. Ko Olina Development already has a lawsuit on file against Centex and
can get the court to stop the recharacterization — I[F KO OLINA DEVELOPMENT IS
RIGHT AND LIKELY TO WIN. Of course, if Ko Olina Development cannot prove
to the court that it is right and likely to win, it cannot stop the recharacterization and
cannot justify a lawsuit against the homeowners.

If Ko Olina Development Files a Lawsuit Against Homeowners, Homeowners
May be Entitled to Attorneys Fees, Costs, and Damages for Abuse of Process or
Malicious Prosecution. In addition, while anyone can threaten or can file a lawsuit
against anyone (regardless of whether they are right or wrong), when someone files a
lawsuit without legitimate justification in order to scare someone into some action,
the person sued (defendant) can fight back and recover all of their attorneys fees and
damages for abuse of process or malicious prosecution. Here, not only does Centex
have the right (under the Condominium Declaration approved by Ko Olina
Development) to recharacterize the Limited Common Elements, even without the
homeowners vote, but there is no justification for any lawsuit by Ko Olina
Development against the homeowners over this matter.

Reason for Concern. The foregoing false statements by Ko Olina Development and
Mr. Jeffery Stone greatly concerns the homeowners represented by this letter.
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e No Trust. Because of these types of false statements, the homeowners represented
by this letter do not trust Mr. Stone and Ko Olina Development to act in the best
interest of the homeowners.

e False Claims, False Examples, and False Threats Suggest Absence of Legitimate
Basis for Claimed Right. When a person who supposedly has rights makes false
claims, uses false examples, and makes false threats, it usually suggests that that
person really has no legitimate basis for their claimed rights and is instead trying to
intimidate and deceive others into thinking he has rights by his false claims, false
examples, and false threats.

e Vote "YES" for AOAO Control and Greater Balance. Because of these types of
false claims, false examples, and false threats, the homeowners represented by this
letter urge you to vote "YES" in favor of the recharacterization of the Limited
Common Elements to Common Elements. By giving the AOAO control, there is, at
least, some hope that the AOAO and the homeowners will have access to truthful
information about the common areas and, at least, some control over the future of the
common areas. The recharacterization will give the homeowners the beginning of an
appropriate balance against the interrelated companies and overriding control of Mr.
Stone and his companies.

If you have any questions or comments, please do not hesitate to contact me.

Thank you for your courtesy and cooperation in receiving and considering this letter.

SK:dc




BEACH VILLAS AT KO OLINA

HOME OWNERS

LAST NAME FIRST NAME
Ameen Ann
Ameen Damian
Basiliere Christine
Basiliere Eugene
Bevis Carson
Bevis Diane
Brooks Wilfred Grant
Bugajski Wlodek
Cheng Emily
Cheng Margaret
Cheng Philip
De Leon Virginia
Floe Robert
Frank Than Nguyen
Ghorbarian Family Trust
Grier Samuel
Grier Veronica
Harding Alfred
Harding Deanna
Harrington Judith A.
Harrington Lawrence J.
Johnson Heath J.
Ko 605 705 Inc.
Lafitte Family Trust
Lowe Lanelle
Lowry Donald
Lowry Norine
McGuire Emmett
Mountain Ash Limited Partnership
Murdock George T. Jr.
Murdock Marilyn
Parker Jennifer




LASTNAME FIRST NAME
Parsons Ronald
Parsons Joan
Price Marissa D.
Prince & Co. LLC
Reid lan
Reid Susan
Reynolds Paul
Rodger Wilson Family Trust
Seidel Family Trust
Skrpitsky Jeff
Steele Janice M.
Steele Joseph A.
Sue Amy
Sue Edward C.
Taccini Family Trust
Tanga Kelly
Tanga Troy
Van Prooyen Family Trust
Vanier Andre
Vanier Denis
Vanier Dinoo
Vestevich Kathleen
Vincent Steven
Vincent Stephanie
Walker Caroline
Walker Charles
Wassef Ezzat
Wassef Vivian
Waterman Caroline Anne
Woo Wallace D.
Woo Winnie H.












