MONARCH BAY CLUB

LEASE AGREEMENT

MONARCH BAY ASSOCIATION
a California non-profit corporation,
as Landlord,

and

MONROE MBR, LLC,
a Delaware limited liability company
as Tenant.

March 22, 2018

MONARCH BAY CLUB LEASE AGREEMENT



TABLE OF CONTENTS

ARTICLE 1 PREMISES, MONARCH BAY PROPERTY AND ACCESS ROAD.........ccovvccmnnnnn 1
L.l P IOIIIISES . uuurerrrrsssesssinisssssssnsssrsrsssnnsnsssnrssrrrrrrssstssnsssssnsssssnsianasnsabttbbtbbbbbrrrssssssnsannnnnnnnnteeeetebbbbrrtans 1
1.2 Monarch Bay Residents
1.3 ACCESS ROBA 1ovvr ettt veteec v eeneressnres et e ssameeeessebnaesssaat b eassaesassassnssansnsess anesn snesamennsnsseeereaniie

ARTICLE 2 LEASE TERM AND OPTIONS TO EXTEND ... 2

2 T W= - Sl = « o o R OO OO PO OO D USRS OUR PO 2
2.1.1  Lease EXECULION FEE ..ovvuiiiiiiiiiiriiiiiiieroisesisbarass s reems b seeaanesessana e s s essnaas s ssmnassnssaene saeessracsensens 2
2.2 QuItClaim DEed. ...ttt bbb e s 3
2.3 OptHON 10 EXLENG.. oottt e e e e 3
2.4 EXLEIISION FEE eooiiieeriieeieseeeeses s tsasstses e it baessissssenasses e ss evasases st s terarsrnnsevsss saeaean pantas e samseareneeassnransns 3
2.5  Operating Standards ... e e e 3
2.5.1 Operating Standard; Generally ..ot s 3
AR TICLE 3 REN T oottt eett b iiiisss s et s ssameer bt s iarrrrrasaarrrrerammmaas aaaasetessbmsasbaaaasaaassntassistiesssnnes 5
Bl BaSE REIIcceeeeeirieeeeeeiiiriiii e iisis s st ssssisssssss s rssss s bbb s b e neene st e caannsnnssnansssssssnsrsranannsenansrrrersasseserrrans 5
3.1.1 Payment of Base RNt ..ottt itsns s trsesnes o n s e saabens 5
3.1.2 Base Rent AQJUSHMENTS. ..ottt sarr s e bs s b e bbb s s nas et e anans 6
3.2 ANnUAl RESOTT ACCESS FE ..iviiiiiiieiiieerrrrrisrsrarrrrrre s s erm e esere e rermtaes e e satmtsaasbecra e srerassaeansaniesnens 6
3.3 Nonresident and Special Membership Fees..........ccovviiincninccciim e )
3.4 AdQIHONA] REML....uvvieiiiiis i rreeeeeeiiisetessaeesssrrbssr e sesrssssessasannrerssiassssssmnmneeres 2eeeearmmnterrasome e saamartsas 6
3.5 Books and Records; Financial StAtEIMENTS........ovriicivicorrrersioeeessresssssssssmrrasssssasssassessssessssesaveensnes 6
ARTICLE 4 MANAGEMENT ..ottt tcrsrrmnnr e st s s s s s s s s s s s e e e e a e e e s s s sramaaaer s s an s 8
4.1  General Club Management......ccoouririreermnraiiiinssrmneisirosioisesssessesssasssnsnsinsssssessssesssssssesnns 8
4.2 Operations COMMIMEE. ..ottt e sb e s bbbt ebes 8
4,3 FINANCIAL MALLEIS .vvveeeesveseeeereeessisrsssrsissssessssrrsssssssmsiassessssermssarsessssesserrrrsnsssserssnrerssstssssesssrnsessiees 8
ARTICLE 5 USE OF PREMISES.......c.ii ittt iiissasrrrrrrrrmrearermseriiimsssssesssssessamssssssss nanesmsnsssssasssrareassssnss g
5.1 Permitted Use; Private Beach CIub ..ot vresnvnes s me s 0
5.2 ClUb OPratiOnS.......ceoeecieccaicasisimsiismsss st sontoesssiaenrrnr it sessesn et e tes s sen st e st et e bassnsessessrsessnsas Y
5.2.1 Authorized Users; NO Cash TTanSaCtioNS........ccervrvecroremvvreiiossesinssinsesossmssesisss s 9
5.2.2 Equal Availability of Facilities.......ccvoeoee it e 9
5.2.3 Limitations on CIub OpPerations.........c.ccccamrireerinreeienmnmnseieseseosesesnesessesmsssssessesesenssness 10
5.2.4 RESITICHOTS OTH LS aorrriiiiireecreesiesesissetisteereesssrsessesssssessesssnmssnesssassss bbmassssssssssbntnnmnressnmssnsessaneas il
53  Members 0f the CHUD c....oooiio e rr et e resrar e b sbnsessssasnasessrns s snsnass st sesnssssnsssnns 11
531 ReSIAENT MEIMDEEIS .. .ceiiioeieieeii e cte e s eeeee e vits e s sbsasssastessase s assases s bbaneenvrranreinsrbrsrevabbssesrasessnnrrrns 11
5.3.1 RESIAENE MEIIDETS . .oeviirneeeeiei e crares v abare s rasssansbases 1t ssssbssssssnrersssansesssssnneseesanrreesrssssasassraresesns 11
5.3.2 NONTESIACTIt MEIMDETS uvviiiiviiiireerenirrarerrsssrsssrreriessesrersasasessasesseseammeessaaameassmsansessiaeersrsesems 12
5.3.3  Special MEMDETS ...ttt ereoa s st s s a e a s 12
5.3.4 Hotel Occupant MEIMDETS ........cooiiiniiminionnic i assesssssossosnonsrsssssssssmssssssissnes 12
53.5 Owner of Tenant or the CIUD ...ttt risse e nns s essgesssssessenssasssaoronsaanessres 12
5.4  Parties and CIID EVERIS......ociiiiiiiiieieiaisiiorrerierererermestisrssssmss s sesssosressasscsasesseseassssasasmesmenssanens 13
54,1 SmAll MEMDET PATLIES. .. .ccoisvereerereissemrreeieesiessasseaseeetassaassesstesssssssrasssassssesssesssssssssssssseranears 13
5.4.2 Large Resident Member Parties........ccoivimiiinimisssie e sas s sies s 13
5.4.3 ANNUALE CTUD EVEILS..ciiiiiiriiiniiiisniiiisriiescnissnrrrsrsernrrsssmsrsssasssssssesssastesssmsessesssssassassrassssassssansrss 13
5.4.4 Special Club EVENtS ..ot 13

MONARCH BAY CLUB LEASE AGREEMENT



TABLE OF CONTENTS

5.4.5 Hotel Occupant Events
546 Party oF EVENt HOUIS ....covrvvverinicinsicsinsinsicssmsseienmsssess st ssasssssssssssesseens 14

5. 4 8 Numbe-r of Partles and Club Events ....................................................................................... 14

5.4.9 Preferred Dining Reservations for Resident Members...........ocoeriiiineiiininnnn 14
5.5 Access to Club... et nrente e srsnae s e 14

5.5.1 Resident Membe'rs Landlord Member and Legacy Mcmber .............................................. 14

5.5.2 Nonresident MemDbers......cocoiiiiieiiiieeeer i s sns s sebr e a s 15

5.5.3 Hotel Trams; Special Members and Hotel Occupant Members ... 15

5.5.4 VAN ACOESS ..cccvieiireriretessiinsssnresssmeeernesssssreesssssssessnnesssransssatassibbassatnissasinsnntsssnnvsransansssisnsnsassrss 16
56 Membership AAMIniStration ........ccccorimrirccrcnciiinsini s essesasases 10
5.7 PrORIDILEA USES . erireeveerreeiiierieeeeiaesaeersresrneire s s esb st ceaansra e s nrsrnssrasssas sobsarbas s be s bassbssrrasn s saeeas 18
ARTICLE 6 TAXES, SERVICES AND UTILITIES .....oooieiiemiitiiiniiiissniisssisrsrroranrasssscsnssseens 18
B.1 XS eeeiiiiiiiiiieiirrarerveseaebbrerar s e sassaase s e e s bt as aane s r e et e s b A A e LS AR AR S SRS e e R L s s e e eans e sa b e et s e n ey 18
6.2  Timing of Payment of TAXES ........coiiniiiii i s 19
6.3 InStallment PAYIMEDL .......occuimreere ittt e s s mm e s e bb et s s a s s s S 19
6.4 PrOTALION OF TAKES ...veveeverirtireieieetecisecteeteamers st e aest e eeme e bt st saasaE s sassrmsrasobnebanosnnranssasbanbnstoas 19
6.5  Landlord's Right 10 CUTE ...c..cceiiiiiiiiiiiiiiiimins ittt s s ese e ensranes 19
6.6 TUHLITIES .eoeeoeiieiiiiiiiiiiiie et ettt s te s st e e e esd s b aa s s sesesaes e s b s e s enehe £ es e eeemedssa e R bR e e bt s e b bt 19
6.7  Creation of Liens By TeNaNt .......ccooviriiirimiiicvmrrnieii s s vssocssenss 19
6.8 Contesting Taxes and LIENS......ccoiirrinrinrii et sess s caes 20
6.9 INEEITUPLON OF USE..ciiieieereetceacmimcacre st et ettt eb e e 20
ARTICLE 7 REPAIRS .....oiititerterectectr st s st ssesse s s ta e st e saasaasssss b s sm s sa bt saranenss sn s srasssnaseanens 20
ARTICLE 8 ADDITIONS AND ALTERATIONS ... sttt e ssvsnan e 21
8.1  AdJIONS, ATEIAONS. .. cevvvie e irt it rer e e s st as b ass b st s s s r s s s s b arrasaaneos e e sbaserssbes 21
8.2  Manner of CONSITUCHOM. ..civiririiriiiierierresirieere ot s ss st asamr st s srassaersasrasrnsornronsorbasssaresaesanintas 22

8.2.]1 Conditions 10 ALLETALIONS ....cvivvevrirreressresieecearsoneereessscesssnsetsssesssssainsrssstanssesssassssersssssrseans 22
8.3  Payment for IMPrOVEMENES .......ociiiiiiiiimimniiiiiriss ettt e s 22
8.4  ConStruction INSUTANCE ........cciiiciiiiiiicitiarre sttt es st ssn s s ess s e s n e s s sasasaesbsar s 22
8.5  Landlord's PIODPETLY ....ccccommiiciiiciiinieeiimncnniisscrsastess e ssansess e s ss e be st ssanassnnasssessnsnsnsrees 22
8.6 Communications and COmpULer LINeS ......co.cocvirmicimimiiiin sttt 23

8.6.1 Telecommunications and Video EQUIPMEDNt.........cooivviriiiiiimieniiinicsinns s 23
ARTICLE 9 COVENANT AGAINST LIENS ..ottt eter sra i e ssessssnsns 23
ARTICLE 10 INDEMNIFICATION AND INSURANCE.........ccccociimnminrienesnessneens 24
10.1 Indemnification nd WalVET ........ccoeerirerrerenevreinenernecrissnsssstsssnsnsssarsasssssssnsnassnssbnsssssassnssess 24
10.2 Tenant's Compliance With Fire and Casualty INSUTANCE......cevvirieeiniiinieninecste s 24
10.3  Tenant's INSUIANCE ...........oocervrreriresresiressererecesensseesssnesiessssesssisasss asssbnassssssssssssasssesissassassens 24
10,4 FOIM O POIICIES.....iiitiiiiiiiiiivensreein s serssesne s eesnsseessaaesnnns esgssatssbsassas s ar st sasbassesbastsnessessrasasns 25
10.5 Additional Insurance Obligations..........cccvriiernrer i e s e s st bns 25
ARTICLE 11 DAMAGE AND DESTRUCTION ..ot vesmre s saneeesanans 26
11.1  Repair of Damage t0 PrEMISES .......oocvvrermriinrrrnrriremssie e sssmnsns s etes e e s sssssassns 26

MONARCH BAY CLUB LEASE AGREEMENT



TABLE OF CONTENTS

11.2  Limitations and EXCEPHONS ......covviriiriirnis e cmncenstsis s ss s sess st s emnn st 26
ARTICLE 12 NONWAIVER ..ottt rnnrreessis b rsbasesi s ass s sbvns e s s amn s ina e s e 26
ARTICLE 13 CONDEMNATION........coviiiiimiiniiiissinrriissnrrssiis s rnrsssssssasssssssnsesssnsesssnnsssassssisnsss 27

ARTICLE 14 ASSIGNMENT AND SUBLETTING wcovvetreieeeeevevmeeseeeie e sein s ietssssssssrsrsssessvnmnnesess 21
T4 TTANST RIS oo eeee oo ees e eee e oot aesesteeasnseeansasesasastsbasanaatssasessassrstsensstsssnnnsesaseesssesssssennssntessnnnse DT

14.2  Landlora’s COMSEIT .....coveivittreietieessiartasereeeesessssseseiasasneaasssssseesrestsssnnnnrereeeresesisssssssssmmesnssinnsens 28
143 ReESOT TIANSTEE FEE cooooeeeeeeeeeees e oot tectseer e st sssensees s srnrerevssassnnbbbssansasasrsrrsssassasssnnes rnnns 29
14,4 B ect OF TTRIS T .o ovviireeeeeeeeriiiei e e icieet st sessssreeerssssaaeressanssssseaees b sssssasaesasassssnsannnnssrnrenesansss 29
14.5 Occurrence of Default oo v eerteneataeaeaaetttee e eiasannteeasanreeearaarabas 30

ARTICLE 15 SURRENDER OF PREMISES; OWNERSHIP AND REMOVAL OF TRADE

FIXTTURES ..ot teeeeeeeese e eesseeseeeee e ah e sht s s s b e e abs s s b barnesrne bt s nesrneehbs sheeranassbaanannnnssanessnsssnn e sranesenensrebnts 30
15,1 SUITEIAEE OF PreITIISOE e eeiereeeerrrrisieeeissieereitbessisssssssesssssssessssasasssnsasrrasanerrsrssntrrsmsantesenseessasiana 30
15.2 Removal of Tenant Property by Tenant .......ccccucerinniirvnnrensnesissss s s 30
ARTICLE 16 HOLDING QOVER ..ottt vreeree i vvsnssscossasstsiess sttt ssnstnsssnerassssssrnassssirsebassnins 31
ARTICLE 17 ESTOPPEL CERTIFICATES oot ecvcresrrisssveenesctresssrssassesssssasssssasssssessnsesssnssssssssassnes 31
ARTICLE 18 SUBORDINATION ..oeioeeeeeeeeeeiiras st sssasissssssiesbbessstessssrssssnsass rsesssssssamnevase samsasssess 32
ARTICLE 19 DEFAULTS: REMEDIES .. .coiociiivrrrentireevesreseesssassinsecssrensstsssssssssesssssnsssnessssaressnen 32
19.1  Events OF DEFAUIL ....cvviieviieeeeestessesseeeeesctsssstestseesaassansssbesansasarsssssneesrsnssssnnsnrsnsrostecanerssesssass 32
19.2  Remedies Upon Default..........ccoovriiminin it sesas e ssessssens 33

19.2.1 Termination OF LEaSE vueiiiiiersrerrreirrrreersrrtisissssnerstesssnsesssss sosessssesassssssssesnsnsesssesssasansrsssnsrnssss 33

19.2.2 ContiNUAHION OF LBASE ....cco e eeeerreerereeereerierasimesesstessesste s aesssms e e ssenneees sanneesssrannessnersssriransns 34

19.2.3 Equitable Relief ......c.ocoveiicciiiiiiiiiiniii it s st st 34
19.3  Special REMEAIS. ..ot s e et e s 34
19.4  ELTOTES t0 RELEL. v iccvviiivieriireesressstsssssrisseessneessiisansesssersssassnsassesssssnsesstess sbassensasssssessnsssiersantns 36
19.5  Landlord DefauUll........cooiiiccierriisieirrrrreeeeivrersessstteeeasssstessssssssmsesessrersrsrsssssaenrasssssssssssssniisassnss 37

T9.5.1 GEIIETAL..cooccvvsieeeeeeieeveceessssaeessissssssssnsas st enansansssosssnarsnss e sebesssine st eabbbbesasesssssanbabatesssasssbtsansane 37
19.6  Compliance and LEASE...........cciimiriimiiirii sttt en s 37
ARTICLE 20 COVENANT OF QUIET ENJOYMENT ...cooiiiiiirieecrinrermrernnennvnee i cemeemsssassns e 37
ARTICLE 21 ARBITRATION ..ot rrreetttssames s iasarssssssirersrssnassss s asstomsssnsraescesss sansssrenssesarssses 37
21.1  Arbitration Of DISPULES ...cccccieeiiririierriree et s rme e essst s i sae st st e saasa s s bne et e ra T s nonen 37
21.2  Qualification of ArBItrators .........ceeeeeiceeiiiincni e ccecarmsss et e s vne s sbebans s 37
213 W MU, revirieeieiieeeeeeeeeestsaseeeeeressssih bR s b LR b P b L e e e arrras sesanrr PRt s b e e e e e aaeaesenaaaaaas siesaresansanssesannrrrrrraanrres 38
214 DEMIATIA . ..ooieeiieeeeeeeeee st seeisieesesessasaasssaasssssrssrtesssansssianarsranbsssbsssssssnnssnnnsnnneasaeseeseseseessnsnrrbriteeeees 38
21.5  Provisional REMIEAIES .oeeeeeeeeieeriireceeeesisitseriberasssearsssesnrsessasstnsrsssnserssssnnesssrsnrseesrsssirsanssessesen 38
21.6  Powers and Duties o0 ATDIFALOIS ....ccuiiiiiiiisiiseerrererrsiss ressssnsnanasssasansssssassssssssssansnress 38
21,7 DHSCOVEIY cvveieiiarrrarrivrrrsinsaesss et asssas et e biasiseserasaat o s e ossr P b s be s s E a8 e s et e n et e s v e v an e s sanmrnnarnesnnssans 38
21.8  Costs and Fees 0f ATDIITAtOT ....cooiivviii it cisiie i vressiiarasssssrrrrer e s it v ssssassrssansararsrnrersrsesasantesine 38

1

MONARCH BAY CLUB LEASE AGREEMENT



TABLE OF CONTENTS

21,9 AHOMEYS FEES .ecvimiriieii et en bbb s st st e 3O

2110 NOUCE. e et eeeietiseeserers s esrrss s e s et s sessessebs b e bt s sae s b assese b eaeaaesbesbesbesaesbestesee seesbesbesnestenencatesass SO0
ARTICLE 22 SIGNS ... i eeitiiiertisarerrrssnrrnssnsensessesessmasaas sreasassassansssessensensessessessesesssoneensensensessssermsssisis 39
b T T -1~ OO PP UPOU 39
ARTICLE 23 COMPLIANCE WITH LAW L.ttt sesnesne s e eninins 39
23,1 Applicable Laws ... s bbb 39
232  Hazardous MaterialS.....ccoiieiieeiiiiiiieesiinnnrerr et iereesre e b st sas s sabs e b s s s as s an s snnraas 40
23.3  Warranties; Notice of Release and Investigation ..........co.coiiiinininninicssscsicnscnns 40
T S (1T [ 0194304 1T Lo o U OO PR 40
23.5 Remediation Obligations; Tenant's Rights on Cleanup by Landlord .........ccovirivirvnin. 40
23.6  Dcfinition of "Hazardous Matetial\.......c.oooveviiicieinniinirnenioreeesre e sesesinssornnnns 41
ARTICLE 24 LATE CHARGES ..ottt ierssressenes e st ssas s atae st e abas st st sas e 4}
ARTICLE 25 LANDLORD'S RIGHT TO CURE DEFAULT; PAYMENTS BY TENANT........... 42
25.1  Landlord's CUTE .....oovrerieioie e see et ceeeaenne s resaassssns e e e merssanasasmen s snesesmnessone e seabsaas 42
25.2  Tenant's REIMbBUISEIMENL .........coocoievriieieesic e rnreneveres e sressserseee s resn e nes s e gesesec s aasananes 42
ARTICLE 26 ENTRY BY LANDLORD ...ccovimiiiimiiiiiiin et e smsssssssssssssssiesiassassasiassses 42
ARTICLE 27 PARKING; BEACH MAINTENANCE; LIFEGUARDS. ..ot 43
271 PATKITIZ. e ceeciiii et e e e S b S b ae g s b ea e 43
27.2 Beach MaINtenANCE. ...covveviiiiiir e etasnei e esitsssis st a s b basaasesnaanrmeabassh b e s saasssasarsrastsasnvrns 43
27.3  Beach LIfeuarnd ...ttt rasan st s e e nans 43
ARTICLE 28 MISCELLANEOUS PROVISIONS ......cccorrmrrrinvionininesenssomessnsssnsiesassssssisses 43
28.1  TeTmS; CAPLIONS.cciceeeiieinrrrnerineeetteinsssassrrssre st b s bssab e b bbb s s b b e bt s s b s s eb s s b s s ea b sad e s es st a b rean s 43
28.2  BINdIng Effect......cociiiiiiiniiiininiccincstsnmn it s e 43
28.3  Transfer of Landlord’s INTEIest .......ccccoiiecimiinomniiicccrm st 43
284 LanAIOrA'S TR .....coiiriereciciii i et st as s s st aaeaseass et asaan e 44
28.5 Relationship of Parties..........cccoiiviviiimniiececenininisssnsisisnsisssnssssssi s ssssensosssssssssssssses 44
28.6  Application 0f PAYIMENIS .......cc..ooiiiir oot tesa et es st st ssa st ansee s essannnes 44
28.7  TIME OF BSSENCE...uviecvirieeeitieeinieeeei it esns s sressaasae s rssnnse s resnesnnn e annnsneasssssassasssnnnsssensrensntosss 44
28.8 Partial INValIdity c..ooceeeeeciiieciieiecrie i re s s e s n 44
289  EXCUIPATION .....cociiiirititinti i nnestsis sttt b s an e et s s et en oo s eenen 44
28.10 FENHTE ALTECITICNL. ...covverieiieirreeerraerrerassesssassresatssressessnssbisbesistaesas soratosansebesanseaseestssissasassases 44
2811 FOTCE MAJEUL....cereeeeercctecnre e mbe b s bbb d e s ks s as s b s s b s s bbb s mnarnnsens 44
28,12 NO WEITANLY .ooevescesireraintissiessioieessiesssmsssasss st s ss i e ssssassssssosts st esatssssssssseessiesiennnnssarsssnes 45
28.13  Waiver of Redemption by TENANt .......ccovvirriiiiiiiciicriciinreeseeresisrestesree s e sasnessnsssssnes 45
2814 NOUICES .uocvirivreieiiierieriieeice e srresisestse s b ssenensesssesstssesssarsete saessnessnsernnestesanaensesssmnessnernesantstanorns 45
28.15  Authority............. 45
28.16 ATOMMEYS' FES oot s 45
28.17  GOVEITIILE LAW 1.oirerivirinsiiniiniicnirescansamensistsmississssssiss o ssasssieassssssssssssssassssssessassasaassssiesssnaraves 45
2818 BIOKETS. i oivieiireriieeiieeciieeie e r et e e snr s e s e s re s s e s anh e ae b bR 46
28.19  Independent COVENANLS........coovirriiiiicin st rsrns s reruesssses s nesaessssaresssesasns 46

MONARCH BAY CLUB LEASE AGREEMENT



28.20
28.21
28.22
28.23

TABLE OF CONTENTS

COUNLEIPATS . c..vvvieveeereenanrsrsrrnvnes v s bebe et et vb et ete e ba et et e be et e AL e AL L AR e s bR bR RR bR o bt s as s sbatarasansen 46
IO VIOLAHON .ottt e s st s rab s b st s s st e b s sbta s e bae s vssmns s nn s e s s s e vrsanrtsssannessenn 46
INO DISCIMINATIONL ....oooovveevitreesseesarereessssrissessstesrensessassssssessrssessmsssasnsnsasssssasessseesssonressssaacsees 40

EXHIBIT A LEGAL DESCRIPTION ATTACHED

EXHIBIT B MAP OF PREMISES

EXHIBIT C MAP OF ACCESS ROAD

EXHIBIT D MONARCH BAY CLUB RULES AND REGULATIONS

EXHIBIT E LEGACY MEMBERSHIP RULES

EXHIBITF SITE MAP OF HOTEL TRAM PATH

EXHIBIT G MONARCH BAY CLUB FORM OF TENANT'S ESTOPPEL CERTIFICATE

MONARCH BAY CLUB LEASE AGREEMENT



SUMMARY OF BASIC LEASE INFORMATION

TERMS OF L EASE

Date:

Premises
(Article 1):

2.1  Building:

2.2 Premises:

Lease Term
(Article 2):

3.2 Lease Commencement
Date:

3.3 Lease Expiration Date:
3.4 Options:

3.5 Extension Fees:

Rent (Article 3):

4.1 Base Rent:

42  Annual Adjustments:

DESCRIPTION

March 22, 2018

Monarch Bay Club
Dana Point

A portion of the real property situated in that
section of the County of Orange, State of
California, commonly known as “Monarch Bay”
and more particularly described in Exhibit “A”
attached hereto, as depicted on the map attached
hereto as Exhibit “B” together with the building
and related improvements known as the “Monarch
Bay Club” and all other improvements located
therein,

June 30, 2020

June 29, 2025

Two 5 year options.

$1,000,000 per each extension (including the first
Option Term) payable $1,000,000 on execution of

this Lease and upon exercise of each option, if
applicable.

Annually Three Hundred Fifty Thousand and
00/100 Dollars ($350,000.00) payable in quarterly
installments.

Two percent (2%) per annum

Vi
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12,

4.3 Annual Resort Access

Fee:

4.4 Annval Share of
Membership Fee:

Permitted Use;

Security Deposit:
Access:

Reserves:

Reciprocal Use of Hotel
Amenities, Spa and Golf

Course for Landlord:

9.1 Spa and Fitness
Membership

92  Golf Membership

9.3 Resort Executive
Membership (Pool)

9.4 Hotel Restaurants

Maximum Qutside
Membership:

Food/Beverage Discounts to
Monarch Bay Residents:

, Lease Assignment Fee:

Two Hundred Fifty Thousand and 00/100 Dollars
($250,000.00}) subject to annual adjustments of 2%
per annum,

Thirty percent (30%) of annual Monarch Bay Club
portion of the initiation and annual membership
fees for all Nonresident Members and Special
Members.

The operation of a private beach club named the
“Monarch Bay Club” operated in accordance with
the “Operating Standards” (as defined below) only.

None
See Section 5.5,

See Section 4.3.2.

Initiation fee waived; 25% discount on annual fees.

Initiation fee waived; annual fees on “Crown Club”
membership or equivalent waived.

Initiation fee waived; 10% discount on annual fees.

20% discount on all food and beverages (including
alcohol).

200 Nonrestdent Members with parking privileges;
55 “Special” Members with no parking privileges,
1 Landlord Member; 1 Legacy Group Membership.

See Section 5.6.2.3.

On first transfer or sale of the Hotel or the Resort
Property (as defined below) the sum of Three
Million and 00/100 Dollars ($3,000,000.00) shall
be paid to Landlord; on any subsequent sale or
transfer of the Hotel or the Resort Property, Tenant

Vil
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13,

14.

Address of Tenant:

Address of Landlord:

shall pay One Million and 00/100 Dollars
($1.,000,000.00) to Landlord, provided the same
occurs prior to June 29, 2030 and unless the Tenant
has not exercised an Extension Option as provided
in Section 2.3.

Maonroe MBR

100 St. Paul Street, Suite 800
Denver, CO 80206

Attention: Chief Operating Officer

With a copy to:

Brownstein Hyatt Farber Schreck, LLP
410 17" Street, Suite 2200

Denver, CO 80202

Attention: Nicole R. Ament

Email: nament@bhfs.com

Monarch Bay Association

c/o Progressive Community Management
27405 Puerta Real, Suite 300

Mission Viejo, CA 92691

Attention: Lisa Klasky, Principal

Fax No.: (949) 582-7796

Email: lisak(@progressivecm.com

with a copy to:

Davis Law, A Professional Corporation
580 Broadway, Suite 204

Laguna Beach, CA 92651

Attention: Thomas P. Davis

Fax No.: (949) 376-3875

Email: tom{@tpdavislaw.com

vili
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MONARCH BAY CLUB

LEASE AGREEMENT

This Lease Agreement (the "Lease”), dated as of the date set forth in Section 1 of the Summary
of Basic Lease Information (the "Summary"), is made by and between Monarch Bay Association, a
California non-profit corporation ("Landlord™), and Monroe MBR, LLC, a Delaware limited liability
company ("Tenant").

RECITALS

A. Tenant is the owner of the Monarch Beach Resort & Spa located at One Monarch
Beach Resort, Dana Point, California (however flagged from time to time, the ""Hotel") and related
property and facilities (the “Resort Property”) and it or predecessor tenant, Monarch Bay Club, a
California non-profit corporation, an entity related to Tenant, possessed the Premises and operated the
private beach club and related facilities on the Premises pursuant to the terms of a Restated and
Amended Sublease dated January 1, 2003 (the “Sublease™). The Sublease expires on June 29, 2020.

B. The Monarch Bay Club (the “Club”) was created under a land lease to serve the
residents of the Monarch Bay Community and its allowed outside guests. In 2003, the Landlord
permitted the overnight guests of the now named Monarch Beach Resort & Spa to enter onto the
properly of the Monarch Bay Association, for the first time, as allowed guests. Occupants of the Hotel,
outside members of the Monarch Bay Club and employees of the Hotel are guests of the Association
and its members and are permitted access to the property temporarily under this Lease. They are
required to conduct themselves as guests in all matters and otherwise may be denied access.

C. Effective June 30, 2020, this Lease supersedes and replaces in its entirety the Sublease
and all prior agreements between Landlord, Tenant and their principals regarding the use and lease of
the Premises.

D. Landlord and Tenant acknowledge that Tenant's use of the Premises as a private beach
club is a legal non-conforming use, and that this Lease is not intended to nor shall it be deemed to
permit any change or intensification of the currently existing use whatsoever.

ARTICLE 1

PREMISES, MONARCH BAY PROPERTY AND ACCESS ROAD

1.1 Premises. Landlord hereby leases to Tenant and Tenant hereby leases from
Landlord the premises set forth in Section 2.2 of the Summary (the "Premises”). The outline of the
Premises is set forth in Exhibit B attached hereto. The parties hereto agree that the lease of the
Premises is conditioned upon and subject to the terms, covenants and conditions set forth herein,
including the Monarch Bay Association Covenants, Conditions and Restrictions, and Tenant
covenants as a material part of the consideration for this Lease to keep and perform each and all of
such terms, covenants and conditions by it to be kept and performed and that this Lease is made upon
the condition of such performance. The parties hereto hereby acknowledge that the purpose of
Exhibit B is to show the approximate location of the Premises and such Exhibit is not meant to
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constitute an agreement, representation or warranty as to the area of the "Building" (as defined
below), orthe specific location of the "Access Road" (asdefined in Section 1.3 below). Landlord
shall not be obligated to provide or pay for any improvement work or services related to the
improvement of the Premises. The Premises include a building and related improvements operated as
a private beach club located on the beach in the City of Dana Point, California (collectively, the
"Building"). Tenant acknowledges that Tenant's predecessor constructed the Building and that the
Building and Premises have been continuously operated and occupied since August 1, 1963
pursuant to the Sublease and a predecessor sublease. Neither Landlord nor any agent of Landlord has
made any representation or warranty regarding the condition of the Premises, the Building or the
Access Road, except as set forth in Section 1.3, below. Landlord has made no representation or
warranty with respect to the suitability of any of the foregoing for the conduct of Tenant’s business.
The continuing possession of the Premises by Tenant shall conclusively establish that the Premises
and the Building were at such time in good and sanitary order, condition and repatr.

1.2 Monarch Bay Residents. The Premises are located within the common area of a
residential neighborhood in Dana Point, California known as Monarch Bay (the “Monarch Bay
Property”). The common area is owned or leased by Landlord. There are 214 residential {ots in
Monarch Bay. The owner or land sub-leaseholder of each of the Monarch Bay lots shall hereinafter
be referred to as a “Monarch Bay Resident” or collectively as “Monarch Bay Residents.”

1.3 Access Road. Tenant shall have the non-exclusive and limited nght to use the
Access Road (as defined below) in common with the Monarch Bay Residents, for the Lease Term as
defined below and subject to the limitations set forth in this Lease. The term " Access Road” shall
mean the portion of Beach Club Drive from the entrance at Pacific Coast Highway to the Club parking
area of the Premises, as depicted on Exhijhit C attached hereto. The manner in which the Access Road
is maintained and operated shall be at the sole discretion of Landlord, provided that Landlord shall
maintain and operate the same in a good condition consistent with the other roads in the Monarch Bay
Property, and the use thereof shall be subject to such reasonable rules, regulations and restrictions not
inconsistent with Tenant's rights under this Lease as Landlord may from time to time adopt. Landlord
reserves the absolute night to close temporarily, make alterations or additions to, or change the location
of elements of the Access Road, provided, that but for the provisions of Section 28.11 or in the case
of an emergent situation, no closures shall occur from Memorial Day through the last day of the Labor
Day Weekend, on any weekend, or on any holiday, and provided, further, that but for emergent
situations or temporary closures of one (1) day or less, at least one (1) lane of paved access shall
remain open for ingress to and egress from the Premises.

ARTICLE 2

LEASE TERM AND OPTIONS TO EXTEND

2.1  Lesse Term. The term of this Lease (the "Lease Term") commences on June 30,
2020 (the “Lease Commencement Date”), and shail terminate on June 29, 2025 (the "Lease
Expiration Date") unless this Lease is sooner terminated or is extended as hereinafter provided.

2.1.1 Lease Execution Fee. Upon execution of this Lease by Landlord and Tenant,
Tenant shall pay to Landlord the sum of $1,000,000.
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2.2 Quitclaim Deed. Upon the Lease Expiration Date, or the carlier termination of this
Lease according to its terms, or, if applicable, upon the expiration of any Option Term as defined
below, Tenant shall deliver to Landlord a quitclaim deed originally executed by Tenant and notanzed,
which quitclaim deed releases any and all right, title and interest of Tenant in and to the Premises and
any improvements thereon effective as of the Lease Expiration Date, the expiration of an Option Term,
as defined below,or such earlier termination date.

23 Option_to Extend. Subject to the payment of the Extension Fee provided for in
Section 2.4, below, Landlord hereby grants to the original Tenant named under this Lease or any
assignee of Tenant’s entire interest under this Lease permitted by Landlord under Article 14 of this
Lease (the “Permitted Assignee™) two (2) successive options (each an “Extension Option™) to
extend the Lease Term each for a period of five (5) years {each, an "Option Term"). Each Extension
Option must be exercised, if at all, by written notice ("Option Notice") together with payment of the
Extension Fee provided for in Section 2.4, below, delivered by Tenant to Landlord not less than one
(1) year prior to the end of the initial Lease Term or Option Term, if applicable (each, an “Option
Notice Date"), but not more than eighteen (18) months prior to the end of the initial Lease Term or
Option Term, if applicable. The Extension Option shall, at Landlord's election, become null and void
and of no further force and effect if Tenant is in matenal or monetary default under this Lease beyond
any applicable period of time to cure such default at the time Tenant attempts to exercise such
Extension Option or, following such exercise, prior to the commencement of the applicable Option
Term. The Extension Option is personal to the original Tenant named under this Lease or a Permitted
Assignee and may not be exercised by any person or entity other than such original Tenant or
Permitted Assignee. Provided Tenant has properly and timely exercised the Extension Option, the
Lease Term shall be extended for the period specified above, and all terms, covenants and conditions
of the Lease shall remain unmodified and in full force and effect except that Base Rent and the Annual
Resort Access Fee (as defined in Article 3 below) payable by Tenant during each Option Term shall
be adjusted as set forth in Sections 3.1.2 and 3.2, below.

2.4  Extension Fee. The fee for each Extension Option shall be One Million and 00/100
Dollars ($1,000,000.00).

2.5  Operating Standards. For the purpose of this Lease, the Operating Standards are set
forth herein below.

2.5.1 Operating Standards; Generally. During the Lease Term, or Option Term if
applicable, Landlord irrevocably authorizes and instructs Tenant, and Tenant accepts the duty and
responsibility, which may be delegated to the “Manager” (as defined below), to cause the Club to be
operated, serviced, maintained and refurbished (a) in a manner consistent with the requirements and
limitations set forth in this Lease, (b) in accordance with standards, policies, and programs which are
prevailing in effect from time to time that are applicable to the operation of a professionally managed
private non-equity beach clubs, and (c¢) in a manner reasonably calculated to: (i} protect and preserve the
assets and property that comprise the Club; and (ii) maintain a professional operation of the Club, and at
all times and maintain a reputation of the Club which is equal to or better than the reputation of the Club
as of the date of this Lease (the standards described in clauses (&) through (c) above being referred to
collectively as the “Operating Standards™). Without limiting the generality of the foregoing, but
subject to the limitations on Tenant’s authority set forth in this Lease, Tenant shall have the exclusive
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authority and duty during the Tenm or Option Term if applicable, to direct, supervise, manage, and operate
the Club on a day-to-day basis, as Tenant deems necessary or advisable for the proper operation and
maintenance of the Club in accordance with the Operating Standards, and specifically to:

2.5.1.1 determine and implement all personnel policies and practices relating
to the Club, including: (i) policies and practices relating to terms and conditions of employment,
screening, selection, training, supervision, compensation, bonuses, severance, pension plans and other
employee benefits, discipline, dismissal, and replacement; and (ii) policies and practices relating to the
exercise by Tenant and any Club personnel of rights under the Nationa! Labor Relations Act or any
applicable labor laws in relation to the Club;

2.5.1.2 recruit, hire, relocate, pay, supervise, and dismiss all Club personnel;

2513 supervise and maintain complete books and records consistent with
the terms of Section 3.5 of this Lease;

25.14 at the request of Landlord, negotiate, administer and execute licenses
and concession apreements for the Club, and obtain any licenses and permits necessary or desirable for
the operation of the Club, including without limitation a liquor license;

2515 keep the Club and the FF&E in good operating order in accordance
with Section 7 of this Lease; provided, that, Landlord shall have the right to hire an outside consultant 1o
independently inspect the Club and the FF&E not more than once each operating year, the cost of which
shall be borne by Landlord;

2516 supervise and coordinate the construction and installation of any
renovations, improvements, repairs, or replacements of a capital nature to the Club that may be
implemented from time to time in accordance with Section 8 of this Lease;

2.5.1.7 negotiate, enter into, and administer service contracts and licenses
required in the ordinary course of business in operating the Club which Tenant deems advisable in
accordance with Section 7 of this Lease;

2.5.1.8 supervise and purchase, or arrange for the purchase of, all inventories,
provisions, consumnable supplies, and operating supplies that are necessary and proper to maintain and
operate the Club, and to use the same in the management and operation of the Club (subject to the
provisions of this Lease),

2519 establish entertainment and amusement policies (including pricing) to
be approved by Landlord in accordance with Section 5.2 of this Lease;

2.5.1.10 establish food and beverage policies (including pricing);

2.5.1.11 cooperate with Landlord and any actual or prospective purchaser,
lessee, mortgagee, or other lender m connection with any proposed sale, lease, or financing of or relating
to the Club; provided, however, that Landlord shall reimburse Tenant for reasonable out-of-pocket
expenses, in an amount not to exceed $10,000 in the aggregate, reasonably mcurred in connection with
such cooperation when such expense is not otherwise paid or reimbursed under this Lease;
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25.1.12 appoint counsel, defend, and control any and all legal actions or
proceedings involving claims: (1) in which Tenant is a named party; (i1} which relate to legal actions or
proceedings involving the Club; (iii) which relate to policies, procedures or business practices of Tenant
or its affiliates, but excluding legal actions or proceedings pertaining to property related claims not
involving the operation of the Club (e.g., zoning disputes, structural defects, and title disputes}).
Notwithstanding the foregoing, if Landlord is also a named party in such legal actions or proceedings,
Landlord, at its sole cost and expense, shall have the nght to appoint separate counse] to defend its
interests;

2.5.1.13 subject to the terms and conditions of this Lease, do or cause o be
done all such acts and things in or about the Club that are within Tenant’s control as Tenant, and that
Tenant, in good faith and exercising prudent commercial judgment, shall reasonably believe to be
necessary to comply with all Applicable Laws and approvals and the terms of all insurance policies, and,
as directed by Landlord, to discharge any lien, encumbrance, or charge on or witb respect to the Club and
the operation thereof in accordance with Section 6.7 of this Lease;

25.1.14 collect on behalf of Landlord and account for and remit to
governmental authorities all applicable excise, sales, occupancy, and use taxes or similar governmental
charges collected by the Club directly from palrons or guests, or as part of the sales price of any goods,
services, or displays, such as gross receipts, admission, or similar or equivalent taxes, duties, levies or
charges in accordance with Article 6 of this Lease;

25115 in addition to the specific reporting requirements set forth in this
Lease, cause the senior personnel of the Club to keep Landlord or Landlord’s designees informed and
advised on a regular basis of: (i) all material financial and other matters conceming the Club and the
operation, use, condition and maintenance thereof, and (ii) all major policy matters and procedures
affecting the conduct of the business of the Club;

2.5.1.16 collect all charges, rent, and other amounts due from guests, lessees,
and concessionaires of the Club and deposit those funds pursuani to this Lease; and

2.5.1.17 perform such other tasks as are customary and usual in the operation
of a beach club of a class and standing consistent with the Club,

ARTICLE 3

RENT
31 Base Rent.

3.1.1 Payment of Base Rent. Commencing on July 1,2020, Tenant shall pay, without
pror notice or demand, to Landlord, or at Landlord's option to such other person or entity and at such
other place as Landlord may from time to time designate in writing, by a check in United States
currency, base rent ("Base Rent”) as set forth in Section 4.1 of the Summary, payable in equal
quarterly installments, in advance on or before the first day of each and every calendar quarter during
the Lease Term or then existing Option Term, if applicable, without any set-off or deduction
whatsoever. If any payment of Base Rent is for a period which is shorter than one calendar quarter,
the Base Rent for any fractional quarter shall accrue on a daily basis for the period from the date such
payment is due to the end of such calendar quarter or to the end of the Lease Term or then existing
Option Term, if applicable, at a rate per day which is equal to 1/365 of the applicable annual Base
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Rent. All other payments or adjustments required to be made under the terms of this Lease that require
proration on a time basis shall be prorated on the same basis.

3.1.2 Base Rent Adjustments. Commencing on January 1, 2022 and thereafter
on January 1* each year of the Lease Term, or existing Option Term, if applicable, the Base Rent shall
be increased in an amount equal to two percent (2%) per year.

3.2  Annual Resort Access Fee. In addition to Base Rent, Tenant shall pay an annuat
resort access fee (“Annual Resort Access Fee”) of $250,000 per year which shall be paid on July 1
of each year commencing in 2020 of the Lease Term or Option Term, if applicable. Commencing on
January 1, 2022 and thereafter on January 1* each year of the Lease Term, or existing Option Term,
if applicable, the Annual Resort Access Fee shall be increased in an amount equal to two percent (2%)
per year.

3.3  Nonresident and Special Membership Fees. In addition to Base Rent and the Annual
Resort Access Fee, Tenant shall pay to Landlord a sum equal to thirty percent (30%) of the Club
portion of annual fees (including initiation fees and annual fees but excluding purchases of food and
beverages) paid by Nonresident Members and Special Members of the Club (as defined below)
(“Membership Fees”). The amount payable under this provision shall be paid by Tenant to Landiord
quarterly in the same manner as set forth in Section 3.1.1. Nonresident and Special Memberships shall
be sold separately and not bundled with any other Hotel offerings.

3.4 Additional Rent. The Annual Resort Access Fee and Membership Fees and all other
amounts payable by Tenant to Landlord pursuant to the terms of this Lease, hereinafter collectively
are referred to as the “Additional Rent,” and the Base Rent and the Additional Rent are herein
collectively referred to as “Rent.”

1.5 Books and Reeords; Financial Statements.

3.5.1 Tenant shall keep full and adequate books of account and other records
(“Books and Records”) as are necessary to reflect all fees, costs and the results of the operation of
the Club on an accrual basis, all substantially in accordance with GAAP. Except for such Books
and Records as Tenant may elect to keep at its parent company corporate office or other suitable
location, Tenant shall keep the Books and Records at the Hotel and make them available to Landlord
and its representatives at all reasonable times for examination, audit, inspection and transcription.

3.5.2 All Books and Records including, without limitation, books of accounts, front
office records, but excluding personne] files and payroll records, shall at all times be the property of
Landlord; provided, however, that member information shall also be the property of Manager, as
defined below, and may be used by Manager for any of its business purposes so long as such
information is not used in a manner which would violate any term of this Lease. Upon termination
of this Lease, all Books and Records, except for personnel files and payroll records, shall be tumed
over to Landlord to ensure the orderly continuation of the operation of the Club, on the condition
that the Books and Records shall thereafter be available to Tenant and its representatives at all
reasonable times by appointment for inspection, audit, examination and transcription. Prior to
destroying the Books and Records, Landlord shall notify Tenant and provide Tenant the opportunity
to obtain the records from Landlord at Tenant’s expense.
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3.5.3 Financial Statements. Tenant shall deliver to Landlord, quarterly during the
Lease Term or Option Term if applicable, the “Financial Statements.” For the purpose of this Lease,
“Financial Statements” shall mean financial statcments consisting, at a minimum, of a balance sheet,
a statement of eamings and retained eamings, and a statement of cash flows. Such Financial
Statements shall include all financial information reasonably requested by Landiord, including but
not limited to:

1. A statement of income and expenses, showing income separately for
membership dues, food and beverage sales and other income, and
further delineating income received from Resident Members,
Nonresident Members, Special Members and Hotel Occupant
Members, including reasonable data on the number of such members
generating the revenue;

2. A balance sheet showing assets, liabilities and reserves;

3. A summary of all parties held at the Club, the sponsoring Member, and
the approximate number of persons in attendance at each;

4. Statements of income; and

5. Names and addresses of Nonresident and Special Members and the
number of Hotel Occupant Members visiting the Club during such
calendar year and other such information as Landlord from time to time
reasonably may request.

3.5.4 Landlord’s Audit Right. Upon reasonable advance written notice to the
Manager, as defined below, of the Club but not more than once per year, Tenant shall accord to
Landlord and its accountants, attorneys and agents, the right to enter upon any part of the Club at all
reasonable times during the Lease Term, or Option Term if applicable, for the purpose of examining
or inspecting the same or examining and making extracts of the financial books and records of the
Club or for any other purpose which Landlord, in its discretion, shall deem necessary or advisable,
but same shall be done without material disruption to the operation and business of the Club. In
addition, Tenant agrees that it shall meet Landlord, and/or representatives of Landlord, from time to
time at the request of Landlord to discuss any of the matters set forth in any of the financial or other
reports delivered pursuant to this Section or otherwise to discuss matter pertaining to the operation
of the Club. Such meetings shall be conducted between Landlord and the Manager, as defined
below, or other relevant members of the senior executive personnel of the Club. Notwithstanding
the foregoing, if, at any given time, any amounts due to Landlord under this Lease have been
understated in any Financial Statement, then Tenant shall pay to Landlord any deficiency
immediately. If such deficiency is greater than four percent (4%) Tenant shall pay to Landlord any
and ali reasonable costs incurred by Landlord in connection with such audit.
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ARTICLE 4

MANAGEMENT

4.1 General Club Management. The Club and the operations of Tenant pursuant to this
Lease shall be managed by Tenant, which may delegate such management in whole or in part to an
employee or third party manager (the "Manager"). The Manager shall manage and operate the Club
for the benefit of its Members in 8 manner consistent with this Lease, the Operating Standards and the
Rules and Regulations of the Monarch Bay Club (*Club Rules”). A true and correct copy of the
current Club Rules are attached hereto as “Exhibit D” and incorporated herein by this reference. The
Club Rules may be amended by written agreement between Landlord and Tenant and/or as provided
for therein.

4.2 Operations Committee. To assure open communication between the Members and
the Tenant and/or Manager, an operations committee (the "Operations Committee") shall be
established by Landlord and Tenant immediately following the execution of this Lease. The
Operations Committee shall consist of not more than three (3) representatives of Landlord and not
more than three (3) representatives of Tenant. The Operations Committee shall not have any authority
to modify the provisions of this Lease or to govern the actions of Landlord or Tenant. Although its
role will be advisory in nature, Tenant shall consider in good faith all recommendations made by the
Operations Committee. The Operations Committee shall:

42.1 Establish its own procedural rules, including selection of representatives
of the Landlord and Tenant, provisions for attendance and presentation of comments by Resident
Members of the Club and minutes of meetings available to Resident Members;

422 Meet regularly at least once every other month at the Club (or another
location mutually agreeable to its members), and specifically whenever requested by a member of the
Operations Committee at least seven (7) days in advance of the requested meeting (or such shorter
time upon which the Committee's members among themselves agree);

423 Solicit input from each of its members about Club matters of concern and/or
interest to each member’s constituents, including, but not limited to menu selections at the Club,
parking and security provisions, hours of operation; and proposed use of the Club for Hotel functions.
In this regard, the Resident Members’ representatives will specifically be consulted if any material
change from the approved casual dining concept is contemplated, which material change must be
approved by the Landlord; and

424 Present written complaints and/or recommendations as it determines to
Club management for changes in, addition to or deletions of Club programs or operations.

4.3 Financial Matters.

43.1 During the term of this Lease and, if applicable, any and all Option Terms,
Tenant shall operate the Club as a private, non-equity membership beach club consistent with this
Lease.
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432 Tenant, after paying or making provisions for the payment of all operating
expenses and liabilities, shall establish the following reserves:

4321 A reserve for repairs, replacements and capital improvements in
the following percentages of net revenue of the Club from any and all sources, including membership
fees and dues and food and beverage sales: 2% in 2020, 3% in 2021 and 4% thereafter, provided that
issues of safety and emergent issues shall be excepted; and

4.32.2 An operating reserve in the amount of one year's operating
expenses for the Club (based upon the average operating expenses for the years preceding the
establishment of the reserve) to provide funds for operations in the event of unexpected or
unavoidable loss of income from Club operations.

4323 At the expiration of the term of this Lease and, if applicable, any
and all Option Terms, all unspent reserves shall be retained by Tenant.

ARTICLE 5
USE OF FREMISES

5.1 Permitted Use; Private Beach Club,

51.1 Tenant shall use the Premises solely for the Permitted Use set forth in
Section 5 of the Summary (i.e., as a private heach club named the “Monarch Bay Club™) and in
accordance with the Operating Standards, subject to the restrictions and limitations set forth in this
Article 5 and elsewhere in this Lease, and Tenant shall not use or permit the Premises to be used for
any other purpose or purposes whatsoever without the prior written consent of Landiord, which may
be withheld in Landlord's sole and absolute discretion.

5.1.2 Landlord and Tenant acknowledge that the Permitted Use is for a private
beach club only, and Tenant agrees that it shall not take or permit any actions whatsoever which would
tmpair or jeopardize the status of the beach club operated on the Premises (the "Club") as a private
club. No activities for the general public shall be conducted on the Premises. The Club dining and bar
facilities, lawn and beach are not and shall not be open to the public. The Club shall be operated as a
private club solely for the benefit of the Members and their permitted guests.

5.2 Club Operations.

52.1 Authorized Users: No Cash Transactions. The Club shall be available only
to Members and their authorized guests as further set forth in Section 5.3 below. The Club shall not
permit cash purchases of food, beverages or other Club services or amenities, and shall bill all such
purchases to the applicable Member accounts.

522 Egual Availability of Facilities. = The Club shall be available on a
non-discriminatory, first-come, first-served basis to all Members (as defined in Section 5.3),
including Hotel Occupant Members (as defined in Section 5.3), including but not limited to events

g
MONARCH BAY CLUB LEASE AGREEMENT



contemplated by Sections 5.4.3 and 5.4.4 below. There shall be no segregated dining room, lawn,
beach or other areas for Hotel Occupant Members or any other Membher group.

523 Limitations on Club Operations. The Club shall be open for business seven
(7) days a week; provided however, that Tenant may elect to close the Club or limit hours of operation
on New Year’s Day, Christmas Day and Thanksgiving Day.

52.3.1 Hours. Hours of restaurant operation in the Club shail commence
no earlier than 10:00 a.m. and shall cease no later than midnight, Sundays through Thursdays, and
1:00 a.m., Fridays and Saturdays. The minimum hours of restaurant service shall be as follows:

BAY CLUB
Lunch Mon-Sat 11:30 am, — 2:30 p.m.
Sun Brunch 10:30 a.m. — 2:30 p.m.
Dinner Mon-Thur  5:00 p.m. - 9:00 p.m.
Fri -Sat 5:00 p.m. - 9:30 p.m.
Bar
All-Day Bar Lounge Menu Sun-Thur 11:30 a.m. — 9:00 p.m.

Fri - Sat 11:30 a.m. ~ 9:30 p.m.
These hours may be amended only by written consent of the Landlord.

5232  Deliveries. Vendor deliveries and pickups shall commence no
earlier than 8:00 a.m. Mondays through Fridays only, and shall cease no later than 5:00 p.m. on any
day. There shall be no vendor deliveries or pickups on weekends or national holidays.

5233 Tent Installation and Clean-up. The installation and removal of tents
for permitted parties at the Premises (as further set forth in Section 5.4 below) and the clean-up of the
Club from permitted parties or other operations shall not commence before 9:00 a.m. on any day
and shall cease by 11:00 p.m. on any day.

523.4  Sound Amplification. The use of amplifiers or other amplification
devices, including without limitation stereos, DVD and CD players, radios, boom boxes, amplified
musical instruments and the like, outside of the Building shall not commence before 11:30 a.m. on
any day and shall cease by 8:30 p.m. Sundays through Thursdays and 10:00 p.m. Fridays, Saturdays
and holidays. All amplifiers and amplification devices shall at all times be directed away from the
adjoining neighborhood residences.

5235 Closures. Tenant may close the restaurant and bar at the Club for
repairs or capital improvements, provided that reasonably anticipated repairs and capital
improvements shall not be scheduled from Memorial Day through Labor Day and shall not interfere
with previously scheduled Member Parties (as defined in Section 5.4 below) (collectively the
“Blackout Dates™); provided, however, that if such repairs were scheduled approprately not to
conflict with the Blackout Dates, and for unforeseen circumstances not in the control of Tenant such
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activities do coincide with Blackout Dates, Landlord and Tenant shall work together reasonably to
resolve the issue. Tenant may temporarily close the restaurant and bar or temporarily restrict access
to the beach in response to a court order or the order or recommendation of any public health agency.

524 Restrictions on Use. This Lease is subject to and conditioned upon the
restrictions as to memberships and use set forth in Sections 5.3 and 5.4 of this Article 5, each of which
is a material term and an integral part of this Lease without which Landlord would not agree to enter
into this Lease.

53 Members of the Club. Tenant shall permit only authorized users to use the Club and
shall enforce the Club Rules (“Exhibit D™) in a manner reasonably satisfactory to Landlord, including
limitations on the time of use of the Club facilities. The authorized users of the Club shall consist
solely of Members of the Club, properly admitted in accordance with one of the following categories
and in current good status with Tenant ("Members"), and their permitted guests. Tenant may admit
only the following categories of Members:

5.3.1 Resident Members. Each Monarch Bay Resident (as defined in Section 1.2
above) shall automatically be considered a member of the Club (" Resident Member"). A Resident
Member's membership shall include all resident members of the Monarch Bay Resident's household,
including any children under the age of twenty-five (25) years, and also shall include any tenant of
the Monarch Bay Resident's residence who leases or intends to lease the residence for a continuous
period of at least six (6} months and all such resident members of that tenant's household (but
excluding the Monarch Bay Resident and family members for periods in which the membership is
extended to such tenant) (a "Member Tenant"). For purposes of calculation, each Monarch Bay
Resident shall be counted as a single Resident Member, regardless of the number of persons listed on
the Residential Sublease as subtenants or deed to the ot owned by the Monarch Bay Resident. A
Resident Member may permit his or her guests to use the Club, the beach at the Club and all facilities
at the Club at any time the Resident Member or Member Tenant is in attendance, subject to the
restrictions contained in this Article 5.

5.3.1.1 Landlord Membership. Landlord may grant one (1} membership
annually (“Landlord Member”). A Landlord Member shall have the same privileges as Resident
Members, including the food and beverage discounts and hotel discounts provided for herein and shall
not be obligated to pay any membership fees; provided, however, the Landlord Member shall not be
entitled to host parties at the Club. Landlord may not sell or otherwise receive any consideration for
Landlord Memberships. Landlord assumes all responsibility for the provision of such memberships
and agrees that no claim by or membership provided hereunder shall in any way decrease the number
of Nonresident Members or Special Members permitted under this Lease.

53.1.2 Legacy Membership. Landlord and Tenant hereby grant one Legacy
Membership to the descendants of the Moulton family who shall have the same privileges and
obligations of Resident Members and subject to the Club Rules. Attached hereto as Exhibit E and
incorporated herein by this reference are the rules and regulations which shall govern the use of the
Club by the beneficiaries of this Legacy Membership (the “Legacy Membership Rules™). The
Legacy Membership shall be nontransferable except as provided in the Legacy Membership Rules.
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5.3.2 Nonresident Members. Except as set forth in Sections 5.3.3, Tenant may sell
up to, but in no event more than, 200 Nonresident Memberships to the Club, which shall not be
conditioned upon residency within the Monarch Bay Property ("'Nonresident Members'). In
no event shall the number of Nonresident Members at any one time exceed 200. For purposes of
calculation, the Nonresident Members shall name a primary member and shall include, within the
same membership, all members of such primary member's immediate family residing in the same
household with the primary member, including any children under the age of twenty-five (25)
years. A Nonresident Member may permit his or her guests to use the Club, the beach at the Club
and all facilities at the Club at any time the primary Nonresident Member or member residing in
the same houschold is in attendance, subject to the restrictions contained in this Article 5. All
Nonresident Members and their permitted pguests shall access the Club only as provided in
Section 5.5 below,

5.3.3 Special Members. In addition to the Nonresident Members, Tenant may sell up
to, but no more than 53, special memberships (“Special Members”). The Special Members shall
include, within the same membership, all members of such Special Member’s immediate family
residing in the same household, including any children under the age of twenty-five (25) years. A
Special Member may permit his or her guests to use the Club, the beach at the Club and all facilities
at the Club at any time the Special Member is in attendance, subject to the restrictions contained in
this Article 5. All Special Members and their permitted guests shall access the Club only as provided
in Section 5.5.3, below. Special Members shall not be entitled to host Member Parties except as
provided in Section 5.3.3.1, below,

5.3.3.1 Special Member Parties, In the event that the number of
Nonresident Memberships has reached the maximum number provided for in this Lease, Special
Members may also host parties at the Club subject to the provisions of Section 5.4, below. This
provision shall apply only for se long as the number of Nonresident Memberships remain at capacity.

5.3.4 Hotel Occupant Members. In addition to the Nonresident Members and
Special Members, Tenant also may permit the use of the Club by registered ovemnight occupants of
the Hotel (the "Hotel Occupant Members™). Such use and access to the Club shall be available to a
Hotel Occupant Member only during his or her registered stay at the Hotel, and shall be in accordance
with the terms and conditions set forth below. Hotel Occupant Members shall not be permitted to
bring guests to the Club, except for a maximum of three (3) guests per Hotel Occupant Member after
5:00 p.m. All Hotel Occupant Members and their permitted guests shall access the Club only as
provided in Section 5.5 below. Landlord and Tenant acknowledge and agree that the restrictions on
access and use of the Club by the Hotel Occupant Members is intended to limit the number of Hotel
Occupant Members utilizing the facilities of the Club from time to time, and that such limitation is a
material termn of this Lease.

5.3.5 QOwner of Tenant or the Club. Tenant and Landlord acknowledge and agree
that except as specifically and expressly provided in this Lease, none of Tenant or any person or entity
affiliated with Tenant or its successors or assigns, shall have any right to use the Club or to any
Memberships in the Club merely by virtue of such status as Tenant or owner or affiliate of Tenant.
Tenant agrees that if a Tenant affiliate, or any officer, director, principal, employee or agent of a
Tenant affiliate or their successors or assigns obtains a Membership in the Club in one of the foregoing
membership categories, such Membership shall be held subject to all of the rights and restrictions on
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memberships as set forth in this Lease, and shall not be used in such a manner as to attempt to
circumvent the restrictions contained in and the intent of the parties to this Lease.

54  Parties and Club Events. Resident Members and Nonresident Members may
host parties or other gatherings at the Club from time to time ("Member Parties"), and Tenant may
host events at the Club from time to time ("Club Events™), subject to any rules and regulations
imposed by Landlord and only in accordance with the restrictions set forth below and contained
elsewhere in this Lease:

5.4.1 Small Member Parties. Any Resident Member or Nonresident Member,
may host a party or gathering for his or her guests, provided that the total number of persons
permitted at any such "Small Member Party"” shall be between twenty {20) and a maximum of fifty
(50), and the Member hosting the Small Member Party must be in attendance at all times during the
Small Member Party. Parking and access to Small Member Parties shall be in accordance with all
parking rules and regulations established by Tenant or Landlord and all access shall be in accordance
with Section 5.5 below. Except as may be reasonably agreed to by Landlord and Tenant, and subject
to availability and prior bookings, there is no limit on the number of Small Member Parties any
Member may host at the Club.

5.4.2 Large Resident Member Parties. With Landlord's prior written consent and
in accordance with the Club Rules, the provisions of Section 5.2 above, and any rules and
regulations established by Landlord for such parties, any Resident Member may host a party or
gathering with in excess of fifty (50) guests, but no more than two hundred fifty (250) guests (a
"Large Resident Member Party'), provided the Resident Member hosting such a party remains in
attendance at the party at all times. Except as may be imposed by Landlord but subject to availability
and prior bookings, there is no limit on the number of Large Resident Member Parties any Resident
Member may host at the Club.

5.4.3 Annual Club Events, Tenant may sponsor no more than four (4) parties at the
Club for Members and their guests during each calendar year (" Annual Club Events"). The Annual
Club Events shall be held on the following holidays (or over the weekend on which a holiday falis):
New Year's, Memorial Day, July 4th and Labor Day. The maximum number of persons permitted at
the Annual Club Events shall be two hundred fifty (250), and access shall be subject to the restrictions
on access as set forth in Section 5.5 below.

5.4.4 Special Club Events. Tenant may sponsor special purpose gatherings
organized by Tenant from time to time for Resident Members, Nonresident Members and Hotel
Occupant Members (" Special Club Events"), limited to a maximum of fifty (50) persons, such as
barbecues, wine tastings, special dinners or similar events. Access to Special Club Events shall be
subject to the provisions relating to access as set forth in Section 5.5 below,

5.4.5 Hotel Occupant Events. Subject to availability and prior bookings, Tenant may
sponsor a party or gathering organized by Tenant or the Hotel for Hotel Occupant Members (" Hotel
Occupant Events™), limited to a maximum of fifty (50) persons provided that each attendee must be
a Hotel Occupant Member, or, if the Hotel Occupant Event is a dinner, their permitted guests, and
provided that Tenant shall provide Landlord notice of such Hotel Occupant Events and access shall
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be subject to the restrictions on access set forth in Section 5.5 below. With Landlord’s prior written
consent and in accordance with the Club Rules, the provisions of Section 5.2 above, and any rules and
regulations established by Landlord for such parties, Tenant may sponsor a Hotel Occupant Event
with an excess of fifty (50} guests, but no more than one hundred (100) persons.

5.4.6 Party or Event Hours. Parties and events set forth in Sections 5.4.1 through
5.4.5 shall not commence prior to 9:00 a.m. the day of the party or event and shall end no later than
11 p.m. the same day.

5.4.7 Tents. Use of tents for parties and events of all types shall be permitted only
upon issuance of a permit from the City of Dana Point, and a copy of such permit shall be delivered
by Tenant (or in the event of a Large Resident Member party, by the sponsor) to Landlord prior to the
date of the party or event. Installation and take down of tents shall only take place in accordance with
Section 5.2 above.

5.4.8 Number of Parties and Club Events. There shall be no more than one Member
Party, Club Event or Hotel Occupant Event conducted at any one time {and for this and all other
definitional purposes, a Member Party or Club Event shall be deemed to include all parties or events
of more than twenty (20) people). Tenant shall not allow more than an average of four (4), but never
to exceed six {6) in any calendar month, Nonresident Small Member Parties, Special Club Events
and/or Hotel Occupant Events per calendar month. Tenant further agrees that only an average of one
(1) of the four (4) such events may take place at the Club during the “Impacted Hours” {as defined
below) from June 1 through August 31 and an average of two (2) events may take place during the
Impacted Hours from September 1 through May 31, Impacted Hours means Fridays after 5:00 p.m.
and Saturdays and Sundays after 1:00 p.m.

5.4.9 Preferred Dining Reservations for Resident Members. Resident Members shall
be entitled to preferred dining reservations (nonevents) reserved no more than one year and up to
seven (7) days in advance. Reservations may not be transferred. Excessive no shows and/or
cancellations within 24 hours may result in loss of preferred dining privileges for such Resident
Members. Hotel guests may only make reservations {nonevents) within seven (7) days. The Club will
cap the number of dinner reservations at 70% on any given night, reserving 30% of the restaurant for
Resident Members only without reservations. '

5.5  Access to Club. Members may access the Club and the Premises only as expressly
permitted in this Section 5.5. Tenant shall cause the parking lot gate to be locked each night at 11:00
p-m. but may continue to allow controlled access through the parking lot gate as is reasonably
necessary for the operation of the Club. The following restrictions apply to any and all uses of the
Club by Members and their permitted guests, including day-to-day use by Members and attendance
at any Member Parties and Club Events. The following restrictions on access are a material part of
this Lease.

5.5.1 Resident Members, Landliord Member and Legacy Member. Resident, Landlord,
Legacy Members and their permitted guests may access the Club through Beach Club Drive in the
Monarch Bay Property, and may utilize the parking spaces available in the parking area of the Club
at any time and from time to time, at no charge or expense to the Resident Members, Landlord Member
or Legacy Member. Provided that such access is in accordance with any Club Rules for Large Resident
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Member Parties, a Resident, Landlord or Legacy Member may arrange for transportation for the
guests of such Members by mini-bus or other large capacity vehicle for 25 occupants or less from
remote parking areas to the Club.

5.5.2 Nonresident Members. Nonresident Members shall be permitted to access the
Club by passenger vehicular access through the guard gate at the Monarch Bay Property and Beach
Club Drive, and only during the hours of operation of the Club as set forth in Section 5.2.3.1, provided
that such Nonresident Member is properly identified as such to the guard at the guard gate and further
provided that each Nonresident Member shall be permitted to park in the parking area serving the
Club at no charge or expense.

5521 Resident, Landlord, Legacy and Nonresident Members and their
permitted guests shall park only in the parking area of the Club, in accordance with the restrictions
set forlh below. Nonresident Members and their guests shall not park on the streets of the Monarch
Bay Property. Permitted guests of a Resident, Landlord, Legacy or Nonresident Members shall be
permitted to park guest vehicles in the Club parking lot only as follows: No guest parking on weekends
or holidays prior to 5:00 p.m. (and thereafter only if space permits); no more than one guest car per
Resident, Landlord, Legacy or Nonresident Member on Fridays through Sundays or national holidays;
and no more than two guest cars per Resident, Landlord, Legacy or Nonresident Member Mondays
through Thursdays other than national holidays.

5.5.3 Hotel Trams: Special Members and Hotel Occupant Members. Special
Members and Hotel Occupant Members and their permitted guests shall be permitted to access the
Club solely via trams provided by the Hotel or Tenant on the tram path through the golf course
adjacent to the Monarch Bay Property (such path is referred to herein as the "Hotel Tram Path" and
1s located as marked on the site plan attached as Exhihit F, and the trarns using the Hotel Tram Path
are referred to herein as the ""Hotel Trams"). The Hotel Trams also shall be available to any Members
for access from or to the Club or the Hotel. Special Members and Hotel Occupant Members may not
access the Club by private automobile or by pedestrian access, except for handicapped Hotel guests
who are unable to use the Hotel Trams (" Handicapped Hotel Guests"). Operation of the Hotel Trams
shall be subject to the following:

5.5.3.1 The Hotel Trams shall not hold more than twelve (12) occupants
at any one time and shall not make more than an average of eight (8) round trips to and from the Hotel
to the Club per hour during daylight hours, and not more than an average of four (4) round trips to
and from the Hotel to the Club during evening hours. No Hotel Tram shall be permitted to park or
otherwise remain in the Club parking lot for more than fifteen (15) minutes on each round trip and no
more than one (1) waiting Hotel Tram shall be parked in the parking lot in addition to one (1) waiting
Hotel Tram staged out of sight in the delivery cul-de-sac. Neither the Hotel Trams nor the Hotel Tram
Path shall be available for use by the general public on, or for access to any portion, of the Premises.

5.53.1.1 The Hotel Tram is only allowed to run during Hours of
Operation of as set forth in Section 5.2.3.1.

5532 Tenant shall use commercially reasonable efforts to ensure that
the Hotel Trams are utilized only by Hotel Occupant Members and their permitted guests.
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5533 Except for Handicapped Hotel Guests, the Hotel Trams shall be
the sole form of access to and from the Club for Hotel Occupant Members and their permitted guests
for Member Parties, Club Events and Hotel Occupant Events.

5.5.3.4 Tenant or the Hotel shall keep an accurate and complete daily log
of the Hotel Tram trips to and from the Club and of usage by the Hotel Occupant, Nonresident, Special
and Resident Members, which shall be available for inspection by Landlord at the Club or the Hotel
during reasonable business hours upon twenty-four (24) hours advance notice.

5.53.5 The gate on the tram path used by the Hote! Trams to access the
Monarch Bay Property (the "Tram Gate") shal) be kept locked at all times except as required for the
immediate passage of a Hotel Tram,

5536 Landlord shall only be entitled to block access to the Club parking
lot or any other area of the Monarch Bay Property utilized by the Hotel Trams, as set forth in Section
19.3 below.

5.5.3.7 Landlord and Tenant acknowledge that the Hotel Trams may be
limited also by regulations imposed by the City of Dana Point. Tenant agrees that if the City of Dana
Point or other regulatory agency for any reason whatsoever permits increases in size, carrying capacity
or amounts of permitted round trips by the Hotel Trams, any such changes shall not affect the
limitations imposed by this Lease and any such variances hereto shall require the prior approval of
Landiord, which may be granted or withheld in the sole and absolute discretion of Landlord.

5.54 Van Access. Tenant may permit transportation of Nonresident and Special
Members and their permitted guests to the Club for the Annual Club Events by vehicles (" Vans'™)
capable of carrying no more than twenty-four (24) occupants, which Vans shall be allowed through
the guard gate at the Monarch Bay Property with advance notification to Landlord for each Annual
Club Event. Any Vans exceeding such occupancy levels may be denied access through the guard gate
to the Club. Any Vans must arrive at the Club no earlier than 10:00 a.m. and depart the Club no later
than the closing hour for the Annual Club Event. Tenant shall use commercially reasonable efforts to
ensure that the Vans are utilized only by Nonresident and Special Members and their permitted guests.

5.6 Membership Administration. Tenant shall manage the administration of the
Club Memberships in accordance with the following:

5.6.1 Tenant and Landlord shall jointly, from time to time, adopt reasonable
procedures for the identification of the various classifications of Members. Tenant shall issue to each
Nonresident Member one decal of a design reasonably approved by Landlord. A Nonresident Member
will be admitted at the guard gate of the Monarch Bay Property by display of either the approved
decal or other reasonably acceptable identification. Tenant shall provide Landlord with an updated
membership list for the Nonresident Members on the first day of every other month.

5.6.2 Resident, Landlord and Legacy Members shall receive the benefits of the
foregoing membership, use and access restrictions on use of the Club, and in addition thereto, Tenant
shall provide the following Club benefits to the Resident, Landlord Member and Legacy Members:
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5.6.2.1 The Resident, Landlord and Legacy Members shall pay no
membership fee.

5.6.2.2 Resident, Landlord and Legacy Members shall be entitled to free
use of beach chairs, towels and umbrellas provided by Tenant at the Club, and shall be entitled to the
use of any equipment or other amenities provided by Tenant to any other Members at the same cost
as charged by Tenant to other Members.

5.6.2.3 Resident, Landlord and Legacy Members Use of Hotel Facilities.
Tenant shall during the term of this Lease and any and all Option Terms provide the following
discounts to Resident, Landlord and Legacy Members for the use of its facilities:

(1) For spa and fitness memberships—waiver of the initiation fee and a
25% discount on annual fees,

(i)  For golf memberships—waiver of initiation fee and waiver of annual
fees to the current “Crown Club” or equal if the program changes;

(iii)  For Resort Executive Memberships (includes pool}—waiver of
initiation fee and 10% discount on annual fees;

(iv}  For the six month off season {October 31- March 31) Resort
Executive Membership or Wellness Membership — waiver of initiation
fee and minimums and 75% discount on membership fees (not
combinable with any other available offer});

(v) For Hotel restaurants—20% discounts on all food and beverage
purchases (including alcohol);and

(vi)  For the Club - Except as provided herein, during the peak season of
April 1 and September 30, for a la carte dining parties of eight (8) or
less the discount shall be fifty percent (50%) discount on all food and
beverage (including alcohol) and fire pit use fees at the Club on
Sundays through Thursdays and a thirty-five percent (35%) discount on
all food and beverage (including alcohol) and fire pit use fees at the
Club on Fridays and Saturdays. For the balance of the year between
October 1 and March 31, for a la carte dining parties of eight (8) or less
the discount shall be fifty (50%) on all food and beverage (including
alcohol) and fire pit use fees at the Club every day. No minimum
purchases shall be required by Resident, Landlord and Legacy
Members. For a la carte dining for parties more than eight (8) but less
than twenty (20) the discount shall be twenty-five percent (25%) on all
food and beverage (including alcohol). Small Member Parties and
Large Resident Member Parties shall receive a discount of twenty-five
(25%) on food only.
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(vit)  All of the discounts provided for herein shall be calculated using the
lowest price offered to the Hotel guests on the date of the use of the
Hotel facility by the Resident, Landlord or Legacy Member. Sales taxes
and service charges shall be applied to the discounted price.

5.7  Prohibited Uses. Tenant further covenants and agrees that Tenant shall not use, or
suffer or permit any person or persons to use the Premises or any part thereof for any use or purpose
contrary to the provisions of this Lease, the Club Rules, or in violation of the laws of the United States
of America, the State of California, or the ordinances, regulations or requirements of the local
municipal or county govemning body or other lawful authorities having jurisdiction over the Premises
including, without limitation, any such laws, ordinances, regulations or requirements relating to
hazardous materials or substances, as those terms are defined by applicabie laws now or hereafter in
effect. Tenant shall not do or permit anything to be done in or about the Premises outside of the
ordinary course of conduct contemplated in this Article 5 which will in any way obstruct or interfere
with the rights of the Monarch Bay Residents or other tenants or occupants of Monarch Bay Property,
or injure or annoy them (including, without limitation, the use of unreasonably excessive lighting or
noise) or use or allow the Premises to be used for any improper, or unlawful purpose, nor shall Tenant
cause, maintain or permit any nuisance in, on or about the Premises (e.g. renting motorized
recreational equipment). Tenant shall comply with, and Tenant's rights and obligations under the
Lease, including the Operating Standards, and Tenant's use of the Premises shall be subject and
subordinate to, all recorded easements, covenants, conditions, and restrictions now affecting the
Premises.

ARTICLE 6
TAXES, SERVICES AND UTILITIES

6.1 Taxes. "Taxes” shall mean all federal, state, county, or local governmental or
municipal taxes, fees, charges or other impositions of every kind and nature, whether general, special,
ordinary or extraordinary (including, without limitation, real estate taxes, general and special
assessments, transit taxes, leasehold taxes, gross receipts or sales taxes, personal property taxes
imposed upon the fixtures, machinery, equipment, apparatus, systems and equipment, appliances,
furniture and other personal property used in connection with the Premises, or any portion thereof but
excluding any income, franchise or gross receipts taxes payable by Landlord), which shall be paid or
accrued because of or in connection with the ownership, leasing and operation of the Building and
the Premises, or any portion thereof including the parking areas. Taxes shall include, without
limitation:

{i) any tax on the income from the operation of the Premises by Tenant, or any
portion thereof;

(i) any assessment, tax, fee, levy or charge in addition to, or in substitution,
partially or totally, of any assessment, tax, fee, levy or charge previously included within the definition
of real property tax;

(i)  any assessment, tax, fee, levy, or charge allocable to or measured by the area
of the Premises, including, without limitation, any business or gross income tax or excise tax with
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respect to the receipt of membership dues and/or food and beverage sales, or upon or with respect to
the possession, leasing, operating, management, maintenance, alteration, repair, use or occupancy by
Tenant of the Premises, or any porticn thereof;

(iv)  any assessment, tax, fee, levy or charge, upon this transaction or any document
to which Tenant is a party, creating or transferring an interest or an estate in the Premises; and

(v)  all of the real estate taxes and assessments imposed upon or with respect to the
Premises.

6.2  Timingof Payment of Taxes. Subject to Tenant's right to pay Taxes ininstallments
as provided below, all payments of Taxes to be made by Tenant pursuant to this Article shall be made
before any fine, penalty, interest or costs may be added thereto for non-payment. Tenant shall
furnish to Landlord, at least fifteen (15) days prior to the date when any Taxes payable by Tenant
pursuant to this Lease would become delinquent, receipts or other appropriate evidence establishing
the payment thereof.

6.3  Installment Payment. If by law any Tax is payable or, at the option of the taxpayer,
may be paid in installments, Tenant may pay such Tax, together with any accrued interest on the
unpaid balance of such Tax, in installments as they become due.

6.4  Proration of Taxes. All Taxes for the fiscal tax years in which the Term ends shail
be prorated between Landlord and Tenant, except as to Section 6. 1(i) which shall be Tenant's
sole liability.

6.5 Landlord's Right to Cure. Subject to the provisions of Section 6.8 below (entitled
"Contesting Taxes and Liens"), if Tenant, in violation of the provisions of this Lease, fails to pay
and discharge any Tax, Landlord may (but shall not be obligated to)} pay or discharge it, provided that
Tenant shall have failed to pay such Tax within fifteen (15) days after notice from Landlord of
Landlord's intention to pay the same. Any amount so paid by Landlord and the amount of all costs,
expenses, interest and penalties connected therewith (including reasonable attorneys' fees) shall be
payable by Tenant as Additional Rent and shall be reimbursed to Landlord by Tenant on demand,
with interest thereon at the Interest Rate,

6.6  Utilities. Tenant shall be solely responsible for and shall pay all charges for water, gas,
heat, electnicity, sewage, trash collection, telephone service, communications and all other utilities
delivered to the Premises. Tenant shall install, at Tenant's sole cost and expense, separate meters for
any public utility servicing the Premises; and Tenant shall make payment when due directly to the
utility company providing such service. Tenant shall be responsible for all maintenance, repair and
replacement of any meters serving the Premises at its sole cost. Landlord shall not be liable in
damages or otherwise for any failure or interruption of any utility service, and no such failure or
interruption shall entitle Tenant to terminate this Lease or abate the Rent and other charges hereunder.

6.7  Creation of Liens by Tenant. Tenant shall not, directly or indirectly, create or
knowingly permit to be created or to remain, and shall promptly discharge, at its sole cost and
expense, any mortgage, lien, encumbrance or other charge on or pledge (each, a "Lien"} on or of the
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Premises, any improvements thereon or Tenant’s interest in either of the same, or sums payable
by Tenant under this Lease. Tenant shall promptly notify Landlord of any Lien which has been created
on or has attached to the Premises, any improvements to the premises, Tenant's interest in either of
the same, or sums payable by Tenant under this Lease, whether by act of Tenant or otherwise. The
foregoing shall not apply to any Liens created by, at the direction of or resulting from work performed
for "Landlord Parties" {defined below).

6.8 Contesting Taxes and Liens. Tenant shall have the right to contest the amount or
validity of any Tax or Lien by appropriate legal proceedings, provided that Tenant protects Landlord,
the Premises and all improvements on the Premises by adequate surety bond or other appropriate
means reasonably satisfactory to Landlord. This right shall not be deemed or construed in any
way as relieving or modifying Tenant's covenants to pay any such Tax or obligation imposed by
a Lien at the time and in the manner provided in this Article. Landlord, upon written request and at
Tenant's sole cost and expense, shall join in any such proceedings, if Tenant determines that it shall
be necessary or appropriate for Landlord to do so in order for Tenant to properly prosecute such
proceedings. Tenant hereby agrees to indemnify and defend Landlord from any costs, expenses, and
liabilities (including, without limitation, reasonable attorneys' fees) arising from any such proceeding,
unless the subject matter involves a Lien created by, at the direction of or resulting from work
performed for any Landlord Parties.

6.9  Interruption of Use. Tenant agrees that Landlord shall not be liable for damages, by
abatement of Rent or otherwise, for failure to furnish or delay in furnishing any service (including
telephone and telecommunication services), or for any diminution in the quality or quantity thereof,
when such failure or delay or diminution is occasioned, in whole or in part, by breakage, repairs,
replacements, or improvements, by any strike, lockout or other labor trouble, by inability to secure
electricity, gas, water, or other fuel at the Premises after reasonable effort to do so, by any riot or other
dangerous condition, emergency, accident or casualty whatsoever, by act or default of Tenant or other
parties, or by any other cause beyond Landlord's reasonable control; and such failures or delays or
diminution shall never be deemed to constitute an eviction or disturbance of Tenant's use and
possession of the Premises or relieve Tenant from paying Rent or performing any of its obligations
under this Lease. Furthermore, Landlord shall not be liable under any circumstances for a loss of, or
injury to, property or for injury to, or interference with, Tenant's business, including, without
limitation, loss of profits, however occurring, through or in connection with or incidental to a faiture
to furnish any of the services or utilities set forth in this Article 6.

ARTICLE 7
REFPAIRS

Tenant, at Tenant’s own expense, shall keep the Premises, including all improvements, fixtures
and furnishings therein, all systems and equipment, all structural portions of the Building, all exterior
and interior walls, roof, foundation, and floors of the Building, all exterior portions of the Premises
including all exterior improvements and other facilities presently existing or later constructed on the
Premises and the parking areas serving the Premises, together with the cliffs bordering the Premises
and adjacent residences and the Hotel Tram Path, in good order, repair and condition at all times
during the Lease Term or, if applicable, any Option Term, provided that Tenant shall not be
responsible for cliff erosion which is not on the Premises or other off-Premises conditions resulting
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from any Force Majeure Event. Tenant shall provide lighting and security in such amounts and at such
locations on the Premises and on the cliffs and path described above as Tenant reasonably determines
is desirable for the operation of the Club at the Premises and the safety of the Members and their
guests. In addition, subject to Article 11, Tenant, at Tenant's own expense, but under the supervision
and subject to the prior approval of Landlord, which approval shall not be withheld or delayed
unreasonably, and within a reasonable period of time, promptly and adequately shal] repair all damage
to the Premises and replace or repair all damaged, broken, or worn fixtures and appurtenances, except
for damage caused by ordinary wear and tear; and provided that the foregoing shall in no way preclude
or limit Tenant's right to seek contribution and/or damages from any potentially responsible party, and
provided further, however, that at Landlord's option, if Tenant fails within a reasonable time to
commence, and thereafter pursue diligently to completion such repairs, after providing written notice
to Tenant, Landlord may, but need not, make such repairs and replacements, and Tenant shall pay
Landlord the cost thereof, including a percentage of the cost thereof sufficient to reimburse Landlord
for all overhead, general conditions, fees and other costs or expenses arising from Landlord’s
involvement with such repairs and replacements forthwith upon being billed for the same, with
Interest from the date incurred until paid. Landlord may, but shall not be required to, enter the
Premises at all reasonable times to make such repairs, alterations, improvements or additions to the
Premises or to any equipment located in or on the Premises as Landlord shall desire or deem necessary
or as Landlord may be required to do by governmental or quasi-govemmental authority or court order
or decree. Tenant hereby waives any and all rights under and benefits of subsection 1 of Section 1932
and Sections 1941 and 1942 of the California Civil Code or under any similar law, statute, or
ordinance now or hereafter in effect, except and only to the extent of damage or repairs necessitated
by the gross negligence or willful misconduct of Landlord or the negligence or willful misconduct of
any other Landlord Party or Resident Member.

ARTICLES
ADDITIONS AND ALTERATIONS

8.1  Additions; Alterations. Tenant shall make all improvements, alterations,
additions and changes to the Premises or any facilities serving the Premises as required from time to
time by law in connection with the use or operation of the Premises; provided that Tenant shall first
obtain Landlord’s written consent as set forth below, except for emergencies involving a threat to life,
health or property (“Emergencies"). Except for Emergencies, Tenant may not make any
improvements, alterations, additions or changes to the Premises (collectively, the "Alterations™)
without first (i) providing Landlord with a copy of all applications for permits within seventy two (72)
hours of filing the same; and (ii} procuring the prior written consent of Landlord to such Alterations,
which consent shall be requested by Tenant not less than thirty (30) days prior to the commencement
thereof, and which consent shall not be unreasonably withheld or delayed by Landlord, provided it
shall be deemed reasonable for Landlord to withhold its consent to any Alteration which adversely
affects the structural portions of the Building or is visible from any Monarch Bay Resident premises.
Notwithstanding the foregoing, Tenant shall be permitted to make Alterations to the Premises
following five (5) business days’ notice to Landlord, but without Landlord's prior consent, to the
extent that such Alterations do not adversely affect the systems and equipment of the Building,
exterior appearance of the Building, or structural aspects of the Building (the "Cosmetic
Alterations").
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8.2  Manner of Construction.

8.2.1 Conditions to Alterations. Tenant shall construct such Alterations and perform
such repairs in a good and workmanlike manner in conformance with any and all applicable federal,
state, county or municipal laws, rules and regulations and pursuant to a valid building permit issued
by the City of Dana Point, if legally so required, all in conformance with Landlord's construction rules
and regulations applicable to the Monarch Bay Property as made known to Tenant in writing from
time to time. Prior to commencing to construct any Alteration, Tenant shall meet with Landlord to
discuss Landlord's design parameters and code compliance issues. In performing the work of any such
Alterations, and except as set forth in Section 5.2.3.5, Tenant shall have the work performed in such
manner as not to obstruct access to the Premises or any portion thereof and so as not to obstruct or
interfere with access to or use of any other portions of the Monarch Bay Property. In addition to
Tenant's obligations under Article 9 of this Lease, upon completion of any Alterations, Tenant agrees
to cause a Notice of Completion to be recorded in the office of the Recorder of the County of Orange,
and Tenant shall deliver to Landlord a reproducible copy of the "as built" drawings of the Alterations
(not including any Cosmetic Alterations), as well as all copies of permits, approvals and other
documents issued by any governmental agency in connection with the Alterations.

8.3  Payment for Improvements. Tenant shall promptly pay all of its contractors, and
Tenant shall obtain final lien releases and waivers in connection with such payment for work to
contractors, provided Tenant may contest in good faith any contractor claim provided Tenant provides
adequate security to protect the Premises from the imposition of any lien.

84  Construction Insurance. In addition to the requirements of Article 10 of this Lease,
in the event that Tenant makes any Alterations, prior to the commencement of such Alterations,
Tenant shall provide (if not previously provided) Landlord with evidence that Tenant carries
"Builder's All Risk” insurance in an amount reasonably approved by Landlord covering the
construction of such Alterations, and such other insurance as Landlord reasonably may require, it
being understood and agreed that all of such Alterations shall be insured by Tenant pursuant to Article
10 of this Lease immediately upon completion thereof. In addition, in connection with any Alteration
{excluding Cosmetic Alterations), the anticipated cost in the aggregate of which shall exceed Two
Hundred Fifty Thousand Dollars (§250,000), Landlerd, in its discretion, may require Tenant to obtain
a lien and completion bond or some alternate form of security reasonably satisfactory to Landlord in
an amount sufficient to ensure the lien-free completion of such Alterations and naming Landlord as a
co-obligee.

8.5 Landiord's Property. All Alterations, improvements, fixtures, equipment and/or
appurtenances which may be installed or placed in or about the Premises from time to time shall be at
the sole cost of Tenant and shall be and become the property of Landlord, except that Tenant may
retain title to and may remove any furniture, furnishings or equipment not affixed to the Premises
provided Tenant repairs any damage to the Premises and Building caused by such removal and returns
the affected portion of the Premises to a building standard tenant improved condition. If Tenant fails
to repair any damage caused by the removal and return the affected portion of the Premises to a
building standard tenant improved condition, as aforesaid, Landlord may do so and may charge the
cost thereof to Tenant. Tenant hereby agrees to protect, defend, indemnify and hold Landlord harmless
from any liability, cost, obligation, expense or claiin of Lien in any manner relating to the installation,
placement, removal or financing of any such Alterations, improvements, fixtures and/or equipment
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in, on or about the Premises, which obligations of Tenant shall survive the expiration or earlier
termination of this Lease.

8.6  Communications and Computer Lines. Tenant may instail, maintain, replace,
remove Or use any communications or computer wires and cables (collectively, the "Lines") in or
serving the Premises, provided that (i) Tenant shall use only experienced and qualified contractors
reasonably approved in writing by Landlord, and comply with all of the other provisions of this Lease,
such Lines shall be appropriately insulated to prevent excessive electromagnetic fields or radiation,
and shall be surrounded by a protective conduit generally used in the trade, (ii) any new or existing
Lines servicing the Premises shall comply with all applicable governmental laws and regulations, and
(1i1) Tenant shall pay all costs in connection therewith. Landlord reserves the right to require that
Tenant remove any Lines located in or serving the Premises which are installed in violation of these
provisions, or which are at any time in violation of any laws and applicable ordinances and building
codes.

8.6.1 Telecommunications and Video Equipment. Tenant shall not have the right
to install or use any telecommunications antennae or satellite dishes or video equipment on the roof
or any other portion of the Building or the Premises, without Landlord's prior written consent.

ARTICLE 9

COVENANT AGAINST LIENS

Tenant shall keep the Premises and the Monarch Bay Property free from any Liens arising out
of the work performed, materiais furnished or obligations incurred by or on behalf of Tenant, and
shall protect, defend, indemnify and hold Landlord harmless from and against any claims, liabilities,
judgments or costs (including, without limitation, reasonable attorneys' fees and costs) arising out of
the same or in connection therewith. Except for Emergencies, Tenant shall give Landlord notice at
least twenty (20) days prior to the commencement of any such work on the Premises (or such
additional time as may be necessary under applicable laws) to afford Landlord the opportunity of
posting and recording appropriate notices of non-responsibility. Tenant shall remove or provide
adequate security for any such Lien by bond or otherwise within thirty (30) days after written notice
by Landlord, and if Tenant shall fail to do so, Landlord may pay the amount necessary to remove such
Lien without being responsible for investigating the validity thereof. The amount so paid shall be
deemed Additional Rent under this Lease payable by Tenant upon demand, without limitation as to
other remedies available to Landlord under this Lease, Nothing contained in this Lease shall authorize
Tenant to do any act which shall subject Landlord's title to the Premises to any Liens or encumbrances
whether claimed by operation of law or express or implied contract. Any claim to a Lien upon the
Building or Premises arising in connection with any such work or respecting the Premises not
performed by or at the request of Landlord or Landlord Parties shall be null and void, or at Landlord's
option shall attach only against Tenant's interest in the Premises and shall in all respects be subordinate
to Landlord's title to the Premises and the Monarch Bay Property.
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ARTICLE 10

INDEMNIFICATION AND INSURANCE

10.1 Indemnification and Waiver. Tenant, vis-a-vis, Landlord, hereby assumes all risk
of damage to property or injury to persons in, upon or about the Premises from any cause whatsoever
(including, but not limited to, any personal injuries resulting from a slip and fall in, upon or about the
Premises) and agrees, for itself and its successors and assigns, that Landlord, Monarch Bay Land
Association, their respective directors, officers, members, agents, servants, employees and
independent contractors and their respective successors and assigns (collectively, "Landlord
Parties") shall not be liable for, and are hereby released and held harmless from any responsibility
for, any damage either to person or property or resulting from the loss of use thereof, except to the
extent caused by the willful misconduct of Landlord or Landlord Parties. Tenant, for itself and its
successors and assigns, shall indemnify, defend, protect, and hold harmless the Landlord Parties from
any and all loss, cost, damage, expense and liability (including without limitation court costs and
reasonable attorneys' fees) incurred in connection with or arising from any cause other than the willful
misconduct of Landlord or the Landlord Parties. Neither Tenant's assumption of risk, nor the
foregoing indemnity shall apply to the willful misconduct of any of the Landlord Parties, Should any
Landlord Parly be named as a defendant in any suit brought against Tenant in connection with or
arising out of Tenant's occupancy of the Premises for which Tenant has indemnified Landlord Parties,
Tenant shall pay to Landlord Parties its costs and expenses incurred in such suit, including without
limitation, its actual professional fees such as reasonable appraisers’, accountants’, experts’ and
attomeys' fees.

10.2 Tenant's Compliance With Fire and Casualty Insurance. Tenant, at Tenant's
expense, shall comply with all insurance company requirements pertaining to the use of the
Premises. If Tenant's conduct or use of the Premises causes any increase in the premium for any
insurance policies carried by Landlord on the Monarch Bay Property, then Tenant shall reimburse
Landlord for any such increase. Tenant, at Tenant's expense, shall comply with all rules, orders,
regulations or requirements applicable to the Premises of the American Insurance Association
(formerly the National Board of Fire Underwriters) and with any similar body.

10.3 Tenant's Insurance. Tenant shall maintain the following coverages in the following
amounts:

10.3.1 Commercial General Liability Insurance covering the insured against
claims of bodily injury, personal injury and property damage (including loss of use thereof) arising
out of Tenant's operations, and contractual liabilities (covering the performance by Tenant of its
indemnity agreements) including a Broad Form endorsement covering the insuring provisions of this
Lease and the performance by Tenant of the indemnity agreements set forth in Section 10.1 of this
Lease, and including liquor liability coverage, for limits of liability not less than:

Bodily Injury and $6,000,000 each occurrence
Property Damage Liability $10,000,000 annual aggregate
Personal Injury Liability $6,000,000 each occurrence

$10,000,000 annual aggregate
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10.3.2 All Risks (including flood, earthquake and full law and ordinance
coverage to the extent required by Tenant’s senior secured lender) property insurance providing (i)
full replacement cost (at increased cost of construction) and consequential loss coverage on the
Building and improvements, furnishings and equipment, and (if) business interruption insurance.
Such insurance shall be written on an "all risks” of physical loss or damage basis, for the full
replacement cost value (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 loss caused by fire or other peril
including, but not limited to, vandalism and malicious mischief, theft, water damage of any type,
including sprinkler leakage, bursting or stoppage of pipes, and explosion, but specificalty excluding
terrorism coverage and providing business interruption coverage until the earlier of one (1) year or
the restoration or reconstruction is complete and occupancy permitted.

10.3.3 Worker's Compensation and Employer‘s_ Liability or other similar
insurance pursuant to all applicable state and local statutes and regulations.

1034 To the extent not covered by the policy required by Section 10.3.1, auto
liability including but not limited to the Hotel Trams and Vans with minimum limits as follows:

Bodily Injury $6,000,000 Each Person
Liability $10,000,000 Each Accident
Property Damage $2,000,000 Each Accident

10.3.5 Landlord and the Monarch Bay Land Association shall also be named as
additional insured on Tenant's "umbreila" liability policy(ies).

10.4 Form of Policies. All policies of insurance required of Tenant under this Lease shall
(i) name Landlord and the Monarch Bay Land Association, and any other party the Landlord
reasonably specifies, as an additional insured, including Landlord's managing agent, if any; (ii)
specifically cover the liability assumed by Tenant under this Lease, including, but not limited to,
Tenant' s obligations under Section 10.1 of this Lease; (iii) be issued by an insurance company having
a rating of not less than A+ in Best's Insurance Guide or which is otherwise acceptable to Landlord
and licensed to do business in the State of California; (iv) be primary insurance as to all claimns
thereunder and provide that any insurance carried by Landlord is excess and is non-contributing with
any insurance requirement of Tenant; (v) be in form and content reasonably acceptable to Landlord;
and (vi) provide that such insurance shall not be canceled or coverage changed unless thirty (30) days'
prior written notice shall have been given to Landlord and any mortgagee of Landlord. Tenant shall
deliver such policy or policies or certificates thereof to Landlord on or before the Lease
Commencement Date and at least thirty (30) days before the expiration dates thereof. In the event
Tenant shall fail to procure such insurance, or to deliver such policies or certificate, Landlord, at its
option, may procure such policies for the account of Tenant, and the cost thereof shall be Additional
Rent paid by Tenant to Landlord within twenty (20) days after delivery to Tenant of bills therefor.

10.5 Additional Insurance Obligations. Tenant shall carry and maintain during the entire
Lease Term or Option Term, if applicable, at Tenant's sole cost and expense, increased amounts of
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the insurance required to be carried by Tenant pursuant to this Article 10 and such other reasonable
types of insurance coverage and in such reasonable amounts covering the Premises and Tenant's
operations therein, based upon comparable insurance required by institutional lenders for similar
private clubs, as may be reasonably requested by Landlord.

ARTICLE 11

DAMAGE AND DESTRUCTION

11.1 Repair of Damage to Premises. Tenant promptly shall notify Landlord of any
damage to the Premises resulting from fire or any other casualty (“Casualty Event™), and Tenant shall

promptly and diligently restore the Building and other improvements on the Premises. Such
restoration shall be to substantially the same condition of the Building and improvements prior to the
casualty, except for modifications required by zoning and building codes and other laws or by the
holder of a mortgage on the Premises, and shall be in compliance with &ll applicable buiiding codes
and other laws governing such construction and with all provisions of this Lease including, without
limitation, Article 8 hereof. In the event Tenant fails to restore the Premises within ninety (90) days
following a Casualty Event (or fails to commence restoration and diligently pursue completion in the
event such restoration cannot be reasonably completed within such time period), Landlord shall have
the option to restore the Premises at Tenant’s cost, including a reasonable coordination fee which shall
be a percentage of the total cost of such repairs or restoration work.

11.2 Limitations and Exceptions. Tenant shall not be obligated to expend more out-of-
pocket on the hard costs for the repair or reconstruction of the Building and improvements than
$100,000 in addition to insurance proceeds. Further, in the event of damage the cost of which to
repair is reasonably expected to exceed $250,000 and which occurs in the last year of the Lease Term
(if the Option has not been exercised) or Option Term (if applicable), Tenant, by written notice to
Landlord, may elect not to repair or restore, in which event Tenant shall assign all insurance proceeds
to Landlord and, upon Landlord’s receipt of such assignment, this Lease shall terminate.

ARTICLE 12

NONWAIVER

No provision of this Lease shall be deemed waived by either party hereto unless expressly
waived in writing. The waiver by either party hereto of any breach of any term, covenant or condition
herein contained shall not be deemed to be & waiver of any subsequent breach of same or any other
term, covenant or condition herein contained. The subsequent acceptance of Rent hereunder by
Landlord shall not be deemed to be a waiver of any preceding breach by Tenant of any term, covenant
or condition of this Lease, other than the failure of Tenant to pay the particular Rent so accepted,
regardless of Landlord's knowledge of such preceding breach at the time of acceptance of such Rent.
No acceptance of a lesser amount than the Rent herein stipulated shall be deemed a waiver of
Landlord's night to receive the full amount due, nor shall any endorsement or statement on any check
or payment or any letter accompanying such check or payment be deemed an accord and satisfaction,
and Landlord may accept such check or payment without prejudice to Landlord's right to recover the
full amount due. No receipt of monies by Landlord from Tenant afier the termination of this Lease
shall in any way alter the length of the Lease Term, or Option Term if applicable, or of Tenant's nght
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of possession hereunder, or after the giving of any notice, shall reinstate, continue or extend the Lease
Term or affect any notice given Tenant prior to the receipt of such monies, it being agreed that after
the service of notice or the commencement of a suit, or after final judgment for possession of the
Premises, Landlord may receive and collect any Rent due, and the payment of Rent shall not waive
or affect any such notice, suit or judgment.

ARTICLE 13

CONDEMNATION

If the whole or any material part of the Premises shall be taken by power of eminent domain
or condernned by any competent authority for any public or quasi-public use or purpose, or if any
adjacent property or street shall be so taken or condemned, or reconfigured or vacated by such
authonty in such manner as to materially limit the use, or require the reconstruction or remodeling of
any material part of the Premises or if Landlord shall grant a deed or other instrument in lieu of
such taking by eminent domain or condemnation, Landlord and Tenant each shall have the option to
terminate this Lease effective as of the date possession is required to be surrendered to the authority.
The award or payment in connection therewith shall be equitably allocated to Landlord and Tenant's
respective interest in the Premises, taking into account the remaining portion of the Lease Term or
Option Term, if applicable, and Tenant shall have the right to file any separate claim available to
Tenant for any taking of Tenant's personal property and fixtures belonging to Tenant and
removable by Tenant upon expiration of the Lease Term or Option Term, if applicable, pursuant
to the terms of this Lease, and for moving expenses. All Rent shall be apportioned as of the date
of such termination. If any part of the Premises shall be taken, and this Lease shall not be so
terminated, the Rent shall be proportionately abated. Tenant hereby waives any and all rights it might
otherwise have pursuant to Section 1265.130 of the California Code of Civil Procedure.
Notwithstanding anything to the contrary contained in this Article 13, in the event of a temporary
taking of all or any portion of the Premises for a period of one hundred eighty (180) days or less, then
this Lease shall not terminate but the Base Rent and the Additional Rent shall be abated for the period
of such taking in proportion to the ratio that the amount of rentable square feet of the Premises taken
bears to the total rentable square feet of the Premises. Landlord shall be entitled to receive the entire
award made in connection with any such temporary taking. Landlord shall not settle or
compromise any condemnation or similar action without Tenant's prior consent which will not be
unreasonably withheld or delayed, and Tenant shall have the right, at its expense, to participate fully
in all aspects of any such action and/or settlernent.

ARTICLE 14
ASSIGNMENT AND SUBLETTING

14,1 Tranmgfers. Tenant, without the prior written consent of Landlord, shall not
assign, mottgage, pledge, hypothecate, encumber, or permit any Lien to attach to, or otherwise transfer
this Lease or any interest hereunder or permit any assignment, or other Transfer of this Lease or any
interest hereunder by operation of law, sublet the Premises or any part thereof, or enter into any license
or concession agreements or otherwise permit the occupancy or use of the Premises or any part thereof
by any persons other than Tenant and its employees, contractors, Manager, agents, Memnbers and
permitted guests (all of the foregoing are hereinafter sometimes referred to collectively as
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"Transfer(s)" and any person to whom any Transfer is made or sought to be made is hereinafter
sometimes referred to as a "Transferee"). Notwithstanding the foregoing, Tenant’s sublease of the
Premises to a wholly owned subsidiary of Tenant shall not constitute a Transfer if such subsidiary
shall also be the tenant with respect to the Resort; provided, however that Tenant shall not be released
from any liability under this Lease. If Tenant desires Landlord's consent to any Transfer, Tenant shall
notify Landlord in wnting, which notice (the "Transfer Notice") shali include (i) the proposed
effective date of the Transfer, which shall not be less than thirty (30) days after the date of delivery of
the Transfer Notice, (ii) all of the terms of the proposed Transfer, including the name and address of
the proposed Transferee, and a copy of all existing executed and/or proposed documentation
pertaining to the proposed Transfer, including all existing operative documents to be executed to
evidence such Transfer or the agreements incidental or related to such Transfer, (iii} current financial
statements of the proposed Transferee certified by an officer, partner or owner thereof, business credit
references and history of the proposed Transferee and any other information reasonably required by
Landlord which will enable Landlord to determine the financial responsibility, character, and
reputation of the proposed Transferee, nature of such Transferee's business and proposed use of the
Premises, and (iv) an executed estoppel certificate from Tenant in the form attached hereto as Exhibit
G. Any Transfer made without Landlord's prior written consent, at Landlord's option, shall be null,
void and of no effect, and at Landlord's option, shall constitute a default by Tenant under this Lease.
Whether or not Landlord consents to any proposed Transfer, Tenant shal! pay Landlord’s reasonable
review and processing fees, as well as any reasonable professional fees (including, without limitation,
attorneys’, accountants’, architects’, engineers’ and consultants’ fees) incurred by Landlord, within
thirty (30) days after written request by Landlord, in an amount not to exceed Ten Thousand Dollars
($10,000) in the aggregate, for a Transfer in the ordinary course of business (for purposes hereof, a
Transfer shall be deemed not to be in the "ordinary course of business" if Landlord is required to
review documentation related to such Transfer on more than three (3) separate occasions).

142 Landlord's Consent, Landiord shall not unreasonably withhold or delay its consent
to any proposed Transfer of the Premises to the Transferee on the terms specified in the Transfer
Notice. Without limitation as to other reasonable grounds for withholding consent, the parties hereby
agree that it shall be reasonable under this Lease and under any applicable law for Landlord to
withhold consent to any proposed Transfer where one or more of the following apply:

14.2.1 The Transferee is of a character or reputation or engaged in a business
which is not consistent with the quality of the Building or the operation of the Premises; or

1422 The Transferee intends to use the Premises for purposes which are not
permitted under this Lease or in any way intensifies the use of the Premises; or

14.2.3 The Transferee is not a party of reasonable financial worth and/or financial
stability in light of the responsibilities to be undertaken in connection with the Transfer on the date
consent is requested; or

14.2.4 The proposed Transfer is not a Transfer in connection with a transfer of the
Hotel or the Resort Property; or

14.2.5 the Transferee is not a hotel/resort operator with a history of successful
operations of resorts with similar services and amenities as the Hotel on the date of execution of this
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Lease;, or alternatively, does not have a contract in place with a management company with a history
of successful operations of resorts with similar services and amenities as the Hotel on the date of
execution of this Lease,

If Landlord consents to any Transfer pursuant to the terms of this Section 14.2, Tenant may
enter into such Transfer upon the same terms and conditions as are set forth in the Transfer Notice
furnished by Tenant to Landlord pursuant to Section 14,1 of this Lease, provided that if there are any
material changes in the terms and conditions from those specified in the Transfer Notice (i) such that
Landlord would initially have been entitled to refuse its consent to such Transfer under this Section
14.2, or (ii) which would cause the proposed Transfer to be more materially favorable to the
Transferee than the terms set forth in Tenant's original Transfer Notice, Tenant shall again submit
the Transfer to Landlord for its approval and other action under this Article 14. Notwithstanding
anything to the contrary in this Lease, if Tenant or any proposed Transferee claims that Landlord has
unreasonably withheld or delayed its consent under Section 14.2 or otherwise has breached or acted
unreasonably under this Article 14, their sole remedies shall be a suit for declaratory judgment and an
injunction for the relief sought, and Tenant hereby waives all other remedies, including, without
limitation, any right at law or equity to terminate this Lease, on its own behalf and, to the extent
permitted under all applicable laws, on behalf of the proposed Transferee.

14.3  Resort Transfer Fee. If Tenant transfers its interest in this Lease in connection with
a transfer of the Resort Property, as a condition thereto which the parties agree is reasonable, upon
close of the Transfer, Tenant shall pay to Landlord a fee (the “Resort Transfer Fee”) an amount
equal to $3,000,000. In the event that any subsequent Transfer in connection with a transfer of the
Resort Property is made by a Tenant prior to June 29, 2030, each transferring Tenant shall pay
Landiord the sum of $1,000,000 upon close of the Transfer. Solely for the purpose of determining if
a Resort Transfer Fee shall be due under this Section 14.3, the term “Transfer” shall also include (i)
if Tenant is a partnership or limited liability company, the withdrawal or change, voluntary,
nvoluntary or by operation of law, of fifty percent (50%) or more of the partners or members, or
transfer of fifty percent (50%) or more of partnership or membership interests, within a twelve (12)-
month period, or the dissolution of the partnership or membership without immediate reconstitution
thereof, (ii) if Tenant is a closely held corporation (i.e., whose stock is not publicly held and not traded
through an exchange or over the counter), (A) the dissolution, merger, consolidation or other
reorganization of Tenant or (B) the sale or other transfer of an aggregate of fifty percent (50%) or
more of the voting shares of Tenant (other than to immediate family members by reason of gift or
death), within a twelve (12)-month period, or (C} the sale, mortgage, hypothecation or pledge of an
aggregate of fifty percent (50%) or more of the value of the unencumbered assets of Tenant within a
twelve (12)-month period, and (iii) any transfer of the ownership interests of the Hote! or the Resort
Property. Notwithstanding the foregoing, if the Tenant fails to deliver to Landlord an Option Notice
for either Extension Option by the Option Notice Date as provided in Section 2.3, above (i.e., not less
than one (1) year prior to the end of the initial Lease Term or Option Term, if applicable), and does
not, in fact, exercise the applicable Extension Option, and thereafter during the remainder of the same
Term only (either the initial Lease Term or the Option Term, if applicable) transfers its interest in the
Resort Property, then Tenant shall not be obligated to pay a $1,000,000 Resort Transfer Fee.

14.4  Effect of Transfer. If Landlord consents to a Transfer, (i) the terms and conditions of
this Lease shall in no way be deemed to have been waived or modified, (ii) such consent shall not be
deemed consent to any further Transfer by either Tenant or a Transferee, (jii) Tenant shall deliver to
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Landlord, promptly after execution, an original executed copy of all documentation pertaining to the
Transfer, and (iv) no Transfer relating to this Lease or agreement entered into with respect thereto,
whether with or without Landlord's consent, shall relieve Tenant or any guarantor of the Lease from
any liability under this Lesase.

14.5 Qccurrence of Default. Any Transfer hereunder shall be subject to the
provisions of this Lease, and if this Lease shall be terminated during the term of any Transfer,
Landlord shall have the right to: (i) treat such Transfer as canceled and repossess the Premises by any
lawful means, or (ii) require that such Transferee attom to and recognize Landlord as its landlord
under any such Transfer. If Tenant shall be in default under this Lease beyond any applicable
grace period, Landlord hereby is irrevocably authorized, as Tenant's agent and attomey-in-fact, to
direct any Transferee to make all payments under or in connection with the Transfer directly to
Landlord (which Landlord shall apply towards Tenant's obligations under this Lease) until such
default is cured. Such Transferee shall rely on any representation by Landlord that Tenant is in default
hereunder, without any need for confirmation thereof by Tenant. Upon any assignment, the assignee
shall assign in writing all obligations and covenants of Tenant thereafter to be performed or observed
under this Lease. No collection or acceptance of rent by Landlord from any Transferee shall be
deemed a waiver of any provision of this Article 14 or the approval of any Transferee or a release of
Tenant from any obligation under this Lease, whether thereto or thereafter accruing. In no event shall
Landlord's enforcement of any provision of this Lease against any Transferee be deemed a waiver
of Landlord's right to enforce any term of this Lease against Tenant or any other person. 1f Tenant's
obligations hereunder have been guaranteed, Landlord’s consent to any Transfer shali not be effective
unless the guarantor also consents to such Transfer.

ARTICLE 15

SURRENDER OF PREMISES: OWNERSHIP AND REMOVAL OF TRADE FIXTURES

15.1  Surrender of Premises. No act or thing done by Landlord or any agent or
employee of Landlord during the Lease Term or Option Term, if applicable, shall be deemed to
constitute an acceptance by Landlord of a surrender of the Premises unless such intent is
specifically acknowledged in writing by Landlord. The delivery of keys to the Premises to Landlord
or any agent or employee of Landlord shall not of itself constitute a surrender of the Premises or effect
a termination of this Lease, whether or not the keys are thereafier retained by Landlord, and
notwithstanding such delivery Tenant shall be entitled to the return of such keys at any reasonable
time upon request until this Lease shall have been properly terminated. The voluntary or other
surrender of this Lease by Tenant, whether accepted by Landlord or not, or 2 mutual termination
hereof, shall not work a merger, and at the option of Landlord shall operate as an assignment to
Landlord of all leases or subtenancies affecting the Premises or terminate any or all such sublessees
or subtenancies.

152 Removal of Tenant Property by Tenant. Upon the expiration of the Lease Term or
Option Term, if applicable, or upon any earlier termination of this Lease, Tenant, subject to the

provisions of this Article 15, shall quit and surrender possession of the Premises to Landlord in as
good order and condition as when Tenant took possession and as thereafter improved by Tenant,
reasonable wear and tear and repairs which are specifically made the responsibility of Landlord
hereunder excepted. Upon such expiration or termination, Tenant, without expense to Landlord,
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shall remove or cause to be removed from the Premises all debris and rubbish, and may remove such
items of furniture, equipment, business and trade fixtures, free-standing cabinet work, movable
partitions and other articles of personal property owned by Tenant or installed or placed by Tenant at
its expense in the Premises which are not affixed, and such similar articles of any other persons
claiming under Tenant, and Tenant shall repair at its own expense all damage to the Premises and
Building resulting from such removal. Landlord and Tenant acknowledge and agree that should
Tenant not remove any such items or personal property, all such items and personal property shall be
surrendered to Landlord as part of the Premises without cost or expense to Landlord.

ARTICIE 16
HOLDING OVER

If Tenant holds over afier the expiration of the Lease Term or Option Term, if applicable, or
earlier termination thereof, without the express consent of Landlord, such tenancy shall be from
month-to-month only, and shall not constitute a renewal hereof or an extension for any further term,
and in such case Rent shall be payable at a monthly rate equal to the product of (i) the Rent applicable
during the last rental period of the Lease Term under this Lease, and (ii) a percentage equal to 200%
during the first (2) months immediately following the Lease Expiration Date or earlier termination of
the Lease Term or Option Term, if applicable, and 500% thereafter. Such month-to-month tenancy
shall be subject to every other applicable term, covenant and agreement contained herein. Nothing
contained in this Article 16 shall be construed as consent by Landlord to any holding over by Tenant,
and Landlord expressly reserves the right to require Tenant to surrender possession of the Premises to
Landlord as provided in this Lease upon the Lease Expiration Date or other termination of this Lease.
The provisions of this Article 16 shall not be deemed to limit or constitute a waiver of any other rights
or remedies of Landlord provided herein or at law, If Tenant fails to surrender the Premises upon the
termination or Lease Expiration Date of this Lease, in addition to any other liabilities to Landlord
accruing therefrom, Tenant shall protect, defend, indemnify and hold Landlord harmless from all loss,
costs (including reasonable attorneys' fees) and liability resulting from such failure, including, without
limiting the generality of the foregoing, any claims made by any succeeding tenant founded upon such
failure to surrender and any lost profits to Landlord resulting therefrom.

ARTICLE 17
ESTOPPEL CERTIFICATES

Within ten (10) business days following a request in writing by Landlord, Tenant shall execute,
acknowledge and deliver to Landlord an estoppel certificate, which, as submitted by Landlord, shall
be substantially in the form of Exhibit G, attached hereto (or such other form as reasonably may be
required by any prospective mortgagee or purchaser of the Premises or the Monarch Bay Property,
or any portion thereof), indicating therein any exceptions thereto that may exist at that time, and
shall also contain any other information reasonably requested by Landlord or Landlord's mortgagee
or prospective mortgagee. Any such certificate may be relied upon by any prospective mortgagee or
purchaser of all or any portion of the Premises or the Monarch Bay Property. Tenant shall execute
and deliver whatever other instruments may be reasonably required for such purposes. Failure of
Tenant to timely exeeute, acknowledge and deliver such estoppel certificate or other instruments shall
constitute an acceptance of the Premises and an acknowledgment by Tenant that statements included
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in the estoppel certificate are true and correct, without exception. Within ten (10) business days
following a request in writing by Tenant, Landlord shall execute, acknowledge and deliver to Tenant
a comparable estoppel certificate.

ARTICLE 18
SUBORDINATION

This Lease shall be subject and subordinate to the lien of any mortgage, trust deed or other
encumbrances now or hereafter in force against the Premises or any part thereof, if any, and to
all renewals, extensions, modifications, consolidations and replacements thereof, and to all advances
made or hereafter to be made upon the security of such mortgages or trust deeds, unless the
holders of such mortgages, trust deeds or other encumbrances, and provided in all events
such mortgagee or secured party recognizes this Lease, Tenant's rights hereunder, and enters
into a non-disturbance agreement reasonably acceptable to Tenant. Tenant covenants and agrees in
the event any proceedings are brought for the foreclosure of any such mortgage or deed in lieu
thereof, to attorney, without any deductions or set-offs whatsoever, to the lienholder or purchaser
or any successors thereto upon any such foreclosure sale or deed in lieu thereof, if so requested to do
so by such purchaser or lienholder, and to recognize such purchaser or lienholder, provided such
lienholder or purchaser shall agree to accept this Lease and not disturb Tenant's occupancy, so long
as Tenant timely pays the Rent and observes and performs the terms, covenants and conditions of
this Lease to be observed and performed by Tenant. Landlord's interest herein may be assigned as
security at any time to any lienholder. Tenant, within ten (10) days of request by Landlord, shall
execute such further instruments or assurances as Landlord may reasonably deem necessary to
evidence or confirm the subordination or superiority of this Lease to any such mortgages or trust
deeds. Except as provided above, Tenant waives the provisions of any current or future statute, rule
or law which may give or purport to give Tenant any right or election to terminate or otherwise
adversely affect this Lease and the obligations of the Tenant hereunder in the event of any foreclosure
proceeding or sale.

ARTICLE 19
DEFAULTS: REMEDIES

19.1  Events of Default. The occurrence of any of the following shall constitute an "event
of default” under this Lease by Tenant:

19.1.1 Any failure by Tenant to pay any Rent or any other charge required to be
paid under this Lease, or any part thereof, when due unless such failure is cured within five (5)
business days after notice; or

19.1.2 Except where a specific time period is otherwise set forth for Tenant's
performance in this Lease, in which event the failure to perform by Tenant within such time period
shall be a default by Tenant under this Seetion 19.1.2, any failure by Tenant to observe or perform
any other provision, covenant or condition of this Lease to be observed or performed by Tenant where
such failure continues for thirty (30) days after written notice thereof from Landlord to Tenant;
provided that if the nature of such default is such that the same cannot reasonably be cured within a
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thirty (30) day period, Tenant shall not be deemed to be in default if it diligently commences such
cure within such period and thereafter diligently proceeds to rectify and cure such default and cured
the same within a reasonable amount of time in Landlord’s reasonable discretion; or

19.1.3 Any occurrence of a material breach by Tenant of Article 5 of this Lease
(including a breach of the Operating Standards), or a recurrence of two (2) or more defaults under
Article 5 within a ten (10) month period; or

19.1.4 Abandonment or vacation of all or a substantial portion of the Premises by
Tenant and Tenant is otherwise in default under this Lease; or

19.1.5 The failure by Tenant to observe or perform according to the provisions of
Articles 14 (Assignment and Subletting), 17 (Estoppel Certificates) or 18 (Subordination) of this
Lease where such failure continues for more than ten (10) days after notice from Landlord, provided
however, such notice shall be in addition to, and not in Lieu of, the periods for performance set forth
in such Articles of this Lease.

The notice periods provided herein are in lieu of, and not in addition to, any notice periods
provided by law.

19.2  Remedies Upon Default. Upon the occurrence of any uncured "event of default"
by Tenant, Landlord shall have, in addition to any other remedies availabie to Landlord at law or in
equity (all of which remedies shall be distinct, separate and cumulative below), the option to pursue
any one or more of the following remedies, each and all of which shall be cumulative and
nonexclusive, without any notice or demand whatsoever except as expressly provided therein.

19.2.1 Termination of Lease. Terminate this Lease, in which event Tenant
shall immediately surrender the Premises to Landlord, and if Tenant failsto do so, Landlord,
without prejudice to any other remedy which it may have for possession or arrearages in rent, may
enter upon and take possession of the Premises and expel or remove Tenant and any other person who
may be occupying the Premises or any part thereof, without being liable for prosecution or any claim
or damages therefor; and Landlord may recover from Tenant the following:

() The worth at the time of award of the amount of any unpaid rent which
has been earned at the time of such termination; plus

(i)  The worth at the time of award of the amount by which the unpaid rent
which would have been eamed after termination until the time of award exceeds the amount of such
rental loss that Tenant proves could have been reasonably avoided; plus

(ii}  The worth at the time of award of the amount by which the unpaid rent
for the balance of the Lease Term of Option Term, if applicable, after the time of award exceeds the
amount of such rental loss that Tenant proves could have been reasonably avoided; plus

(iv)  Any other amount necessary to compensate Landlord for all the
detriment proximately caused by Tenant's failure to perform its obligations under this Lease or which
in the ordinary course of things would be likely to result therefrom, specifically including but not
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limited to, brokerage commissions and advertising expenses incurred, and any special concessions
made to oblain a new tenant; and

(v} At Landlord's election, such other amounts in addition to or in iieu of
the foregoing as may be permitted from time to time by applicable law,

The term "rent" as used in this Section 19.2 shall be deemed to be and to mean all sums of
every nature required to be patd by Tenant pursuant to the terms of this Lease, whether to Landlord
or to others. As used in Paragraphs 19.2.1 (i) and (ii), above, the "worth at the time of award" shall be
computed by allowing interest at the rate set forth in Article 24 of this Lease, but in no case greater
than the maximum amount of such interest permitted by law. As used in Paragraph 19.2.1(iii) above,
the "worth at the time of award" shall be computed by discounting such amount at the Interest Rate
(defined below) at the time of award plus one percent (1%).

19.2.2 Continuation of Lease. Landlord shall have the remedy described in California
Civil Code Section 1951 .4 (lessor may continue lease in effect after lessee's breach and abandonment
and recover rent as it becomes due, if lessee has the right to sublet or assign, subject only to reasonable
limitations). Accordingly, if Landlord does not elect to terminate this Lease on account of any default
by Tenant, Landlord may, from time to time, without terminating this Lease, enforce all of its rights
and remedies under this Lease, including the right to recover all rent as it becomes due.

19.2.3 Equitable Relief. Landlord shall at all times have the rights and remedies
(which except as otherwise specifically set forth in this Lease shall be cumulative with each other and
cumulative and in addition to those rights and remedies available under Sections 19.2.1, and 19.2.2,
above, or any law or other provision of this Lease), without prior demand or notice except as required
by applicable law, to seek any declaratory, injunctive or other equitable relief, and specifically
enforce this Lease, or restrain or enjoin a violation or breach of any provision hereof.

19.3  Special Remedies. Upon the failure of a party described below to conform to or
enforce the restrictions and obligations contained in Article 5 of this Lease, Landlord shall have in
addition to the remedies set forth in Section 19.2 {as limited by Section 19.1.3) the option to pursue
any one or more of the following remedies as applicable to the non-conforming party each and all of
which shall be cumulative and nonexclusive except as expressly provided herein.

19.3.1 Inthe event of a breach by any Nonresident Member, Special Member, Hotel
Occupant Member or the permitted guests of any of the foregoing or Tenant or the operator of the
Hotel, of the use and access restrictions set forth in Article 5 the following provisions shall apply:

1) Tenant shall promptly advise Landlord of the breach and the nature
thereof (uniess Landlord sent notice of such breach to Tenant); and

(i1) Tenant shall promptly send written notice to the offending party (or
Member, in the event of a guest violation) advising such party of the violation, and stating that, with
respect to any Nonresident Member or Special Member any further violation may result in the
suspension or termination of such parties’ membership or, with respect to Hotel Occupant Members,
a Lockout (as defined below}); and
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(iii)  Upon the reoccurrence of any such breach by a Nonresident Member or
Special Member (or their respective guests), Tenant shall suspend or terminate such membership, as
Tenant may determine; or

(iv)  Upon the first breach by Tenant or the operator of the Hotel, Landlord
shall give the appropriate party written notice of such breach and the breaching party shall promptly
commence a cure and a procedure to prevent reoccurrence.

{(v) Upon the reoccurrence of a "material breach” of Article 5 by Tenant
within any twelve (12) month period, upon written notice of same from Landlord, Tenant shall pay
Landlord liquidated damages of $10,000 within ten (10) days of Landlord's receipt (or delivery) of
notice of violation(s). If Tenant does not pay such liquidated damages within such time period,
Landlord may block access to the Monarch Bay Property at the Access Road guard gate or to the
Premises by Hotel Trams (each, a "Lockout™) by locking the gate across the Hotel Tram Path (the
"Tram Path Gate") until such sum is paid. In the event Tenant in good faith disputes the breach, it
shall nonetheless pay the sum but may provide written notice thereof to Landlord within five (5)
business day’s receipt of Landlord’s notice, specifying the reason for its dispute. The parties shall
meet within five (5) business days of Landlord's receipt of Tenant's notice to attempt to resolve the
issue by mutual agreement. If they are unable to do so, the matter, upon the written request of either
party, shall be referred to a single arbitrator in accordance with the rules and procedures of "JAMS"
(defined below). Either party may present evidence to the arbitrator, but the proceeding shall be
conducted on an expedited basis without discovery and the decision of the arbitrator shall be final and
binding upon the parties.

(vi)  Ifthe arbitrator finds that Landlord's imposition of a Lockout was made
in bad faith or without a colorable claim ("Bad Faith"), Landlord shall reimburse Tenant for any
payment made pursuant to Section 19.3.1 (v) above and shall pay all of the costs of arbitration,
including Tenant's legal fees, and liquidated damages of $10,000 to Tenant, which liquidated damages
shall increase by $10,000 upon each successive finding by an arbitrator that the imposition of a
Lockout was made in Bad Faith. A finding of "Bad Faith" also shall mean that no "material breach”
occurred, as well a specific finding to such effect. If the arbitrator finds that the Lockout was not made
by Landlord in Bad Faith, the amount of liquidated damages due to Landlord shall increase by $10,000
upon each successive material breach of Article 5 by Tenant or the operator of the Hotel. As used in
this Section 19.3.1, a "material breach" of Aricle 5 means a breach which results from intentional
acts, or persistent conduct which violates Section 5 but does not include immaterial, isolated violations
such as, without limitation, a party ending 11:05 p.m. on a Saturday, 51 guests at the Small Member
Party, or a Tram operator permitting an unauthorized person to use the Tram. In such cases of
immaterial isolated violations, Tenant shall not be in default hereunder provided that Tenant, Tenant
or the Hotel operator notifies the offending person in writing of the violation and demands compliance
(at the risk of job termination or Member termination if applicable) with the restrictions of Article 5.
Anything m the previous sentence to the contrary notwithstanding, a contmuing series of, or the
frequent repetition of otherwise non-"material breaches” shall be a "material breach" and shall be
subject to the provisions of Section 19.1.3 and 19.2 if applicable,

BASED UPON THE CIRCUMSTANCES NOW EXISTING, KNOWN AND UNKNOWN, IT
WOULD BE IMPRACTICAL OR EXTREMELY DIFFICULT TQ ESTABLISH DAMAGES BY
REASON OF TENANT'S DEFAULT HEREUNDER OR LANDLORD'S BAD FAITH.
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ACCORDINGLY, IT WOULD BE REASONABLE AT SUCH TIME TO AWARD "LIQUIDATED
DAMAGES" EQUAL TO THE ABOVE REFERENCED AMOUNTS. LANDLORD AND
TENANT ACKNOWLEDGE THAT THE APPLICABLE FOREGOING AMOUNTS OF
LIQUIDATED DAMAGES ARE REASONABLE AS LIQUIDATED DAMAGES BUT ARE NOT
THE EXCLUSIVE RELIEF, RIGHT OR REMEDY, AT LAW OR IN EQUITY. LANDLORD AND
TENANT ACKNOWLEDGE THAT THEY HAVE READ AND UNDERSTAND THE
PROVISIONS OF THIS SECTION 19.3.1 AND BY THEIR INITIALS IMMEDIATELY BELOW
AGREE TO BE BOUND BY ITS TERMS.

Landlord’s Initials: Tenant’s Initials:

19.3.2 Landlord and Tenant acknowledge that the Tram Path Gate is not located
on the Premises but is instead located on adjacent property operated as the Monarch Beach Golf Links.
Tenant, for itself and any successors and assigns of either party having control over such adjacent
property, hereby grants to Landlord a nonexclusive license for ingress and egress over the portion of
such property on which the Hotel Tram Path is located between the Premises and including the Tram
Path Gate (the "Path Area'), for the term of this Lease. Landlord, at its sole risk, shall be entitled to
use the Path Area at any times and from time to time for the sole purposes of (i) inspection of the
Tram Path Gate for conformance by Tenant to the provisions of this Lease and the regulations imposed
by the City of Dana Point regarding locking of the gate, and (ii) pursuant to subsection 19.3.1 above,
locking the Tram Path Gate with a lock installed by Landlord or other reasonable locking method and
stationing an agent at the Tram Path Gate to enforce a Lockout by Landlord.

1933 If access to the Premises by the Hotel Trams is blocked by Landlord as
permitted hereunder, Tenant shall not attempt to circumvent the blocked access by permitting access
by the Hotel Trams by any other route to the Premises, including but not limited to the main gate at
the Monarch Bay Property. During the duration of any Lockout, all Hotel Occupant Members whose
sole permitted access is via the Hotel Trams shall be denied access to the Club and the Premises by
Tenant, and shall not be permitted to access the Club by any other means, including without limitation
pedestrian or vehicle access.

19.3.4 The provisions of this subsection 19.3.1 are integral to Landlord's agreement
to enter into this Lease and permit the access by the Hotel Trams and Hotel Occupant Members to the
Premises.

19.4  Efforts to Relet. No re-entry or repossession, repairs, maintenance, changes,
alterations and additions, relefting, appointment of a receiver to protect Landlord's interests
hereunder, or any other action or omission by Landlord shall be construed as an election by Landlord
to terminate this Lease or Tenant's right to possession, or to accept a surrender of the Premises, nor
shall the same operate to release Tenant in whole or in part from any of Tenant's obligations hereunder
{except to the extent any reletting mitigates Landlord's damages), unless express written notice of
such intention is sent by Landlord to Tenant.
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19.5 Landlord Default.

19.5.1 General. Notwithstanding anything to the contrary set forth in this Lease,
other than Article 17 and Section 19.3.1(vi), Landlord shall not be in default in the performance of
any obligation required to be performed by Landlord pursuant to this Lease unless Landlord fails to
perform such obligation within thirty (30) days after the receipt of notice from Tenant specifying in
detail Landlord's failure to perform; provided, however, if the nature of Landlord's obligation is such
that more than thirty (30) days are required for its performance, then Landlord shall not be in default
under this Lease if it shall commence such performance within such thirty (30} day period and
thereafter diligently pursue the same to completion. Upon any such default by Landlord under this
Lease, Tenant, except as otherwise specifically provided in this Lease to the contrary, may exercise
any of its rights and remedies available at law or in equity.

19.6 Compliance and Lease. It shall not be a breach of the Lease if Tenant operates the
Club in compliance with the Lease and a Resident Member or Landlord directly or indirectly contends
that the operation of the Club in compliance with the Lease is in violation of Section 5.1 or otherwise
constitutes a public use or renders the Club a public facility.

ARTICLE 20

COVENANT OF QUIET ENJOYMENT

Landlord covenants that Tenant, on paying the Rent, charges for services and other payments
herein reserved and on keeping, observing and performing all the other terms, covenants, conditions,
provisions and agreements herein contained on the part of Tenant to be kept, observed and performed,
shall, during the Lease Term, or Option Term if applicable, peaceably and quietly have, hold and
enjoy the Premises subject to the terms, covenants, conditions, provisions and agreements hereof
without interference by Landlord or any persons lawfully claiming by or through Landlord.

ARTICLE 21

ARBITRATION

21.1  Arbitration of Disputes. Except as otherwise provided or modified by Section 19.3,
any claim or dispute arising out of or relating to this Lease or the alleged breach of this Lease (other
than a claim by Landlord for unlawful detainer) shall be settled by neutral binding arbitration before
a panel of three arbitrators unless otherwise agreed by Landlord and Tenant, to be held in accordance
with the rules and procedures of Judicial Arbitration and Mediation Services ("JAMS"). Judgment
on the award rendered by the arbitrators may be entered in any court having jurisdiction over the
dispute.

21.2  Qualification of Arbitrators. The arbitrators shall be selected for their particular
expertise and experience in hotels, private clubs, real estate and/or leasing matters. No arbitrators shall
have rendered services to or worked in any capacity for or have an ownership or equity interest in
either Landlord or Tenant.
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21.3  Venue. Hearings shall be held in Orange County or such other place as determined by
mutual agreement of Landlord and Tenant.

214 Demand, Any demand for arbitration must be made in writing to the other party which
writing shall identify with particularity the dispute and propose a resolution. Within ten (10) days
following demand for arbitration, Landlord and Tenant shall meet and attempt in good faith to resolve
the dispute. If within such ten (10) day period Landlord and Tenant are unable to reach a mutually
acceptable resolution to the dispute, either Landlord or Tenant may commence arbitration by filing a
written demand with JAMS in accordance with its then rules for arbitration and by providing a copy
of such demand to the other party. No demand for arbitration may be inade after the date on which
the institution of legal proceedings based on the dispute is barred by the applicable statute of
limitations.

21.5 Provisional Remedies. Landlord and Tenant shall each have the right to file with a
court of competent jurisdiction an application for temporary or preliminary injunctive relief, writ of
attachment, writ of possession, temporary protective order, or appointment of a receiver if the
arbitration award to which the applicant may be entitled may be rendered meffectual in the absence
of such relief or if there is no other adequate remedy. Such application shall not waive a party's
arbitration rights under this Lease.

21.6  Powers and Duties of Arbitrators. The arbitrators shall have the power to grant legal
and equitable remedies and award damages that may be granted or awarded by a judge of the Superior
Court of the State of California. The arbitrators shall prepare and provide to the parties a written
decision on all matters subject to the arbitration, including factual findings and the reasons that form
the basis of the arbitrator's decision. The arbitrator shall not have the power to commit errors of law
or legal reasoning, and the award of the arbitrator shall be vacated or corrected for any such error or
any other grounds specified in Code of Civil Procedure Section 1286.2 or Section 1286.6. The award
of the arbitrator shall be mailed to the parties no later than thirty (30} calendar days after the close of
the arbitration hearing unless Landlord and Tenant agree otherwise. If the thirtieth (30™) day is a
Saturday, Sunday or holiday, then the time shall be extended to the next business day.

21.7 Discovery. The parties shall have the right to discovery in accordance with Code of
Civil Procedure Sections 1283.05 and 1283.] provided that the arbitrators’ permission shall not be
required to take a discovery deposition, but neither party shall be allowed to take more than three (3)
depositions. Any discovery dispute shall be resolved by the arbitrators.

21.8 Costs and Fees of Arbitrator. The cost and fees of the arbitrators shall be shared
equally by the parties, except as otherwise provided in Section 19.3.1(vi).

21.9  Attorneys' Fees. The prevailing party shall be awarded reasonable attomeys' fees, and
all costs and expenses including expert costs, in accordance with Section 28.16 below.

21.10 Notice, BY INITIALING THE SPACE BELOW, YOU ARE AGREEING TO HAVE
ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN THE "ARBITRATION OF
DISPUTES" PROVISION DECIDED BY MUTUAL ARBITRATION AS PROVIDED BY
CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGHTS YOU MIGHT POSSESS TO
HAVE THE DISPUTE LITIGATED IN A COURT OR JURY TRIAL. BY INITIALING IN THE
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SPACE BELOW, YOU ARE GIVING UF YOUR JUDICIAL RIGHTS TO DISCOVERY AND
APPEAL, UNLESS THOSE RIGHTS ARE SPECIFICALLY INCLUDED IN THE
"ARBITRATION OF DISPUTES" PROVISION. IF YOU REFUSE TO SUBMIT TO
ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE COMPELLED TO
ARBITRATE UNDER THE AUTHORITY OF THE CALIFORNIA CODE OF CIVIL
PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS VOLUNTARY.

We have read and understood the foregoing and agree to submit disputes arising out of the
matters included in the "Arbitration of Disputes” provision to neutral arbitration.

Landlord's Initials Tenant's Initials

ARTICLE 22
SIGNS

22.1 Sipnage. All signage of Tenant shall be subject to the advance written approval by
Landlord, which shatl not be unreasonably withheld. All signage shall conform to applicable laws
and regulations of any governmental agencies having jurisdiction over the Premises and to all
requirements for other signage in the Monarch Bay Property, and shall be reasonably unobtrusive in
line with the location of such signage within a residential community. Signage in place as of the date
of execution of this Lease hereby is approved.

ARTICLE 23
COMPLIANCE WITH LAW

23.1 Applicable Laws. Tenant shall not do anything or suffer anything to be done in or
about the Premises which will in any way conflict with any law, statute, ordinance or other
governmental rule, regulation or requirement now in force or which may hereafter be enacted or
promulgated (" Applicable Laws"). At its sole cost and expense, Tenant shall promptly comply with
all such Applicable Laws which relate to (1) Tenant's use of the Premises, or (ii) the Building and
other improvements at the Premises, or (iii) the Premises, Should any standard or regulation now or
hereafter be imposed on Landlord or Tenant by a state, federal or local governmental body charged
with the establishment, regulation and enforcement of occupational, health or safety standards for
employers or employees, then Tenant agrees, at its sole cost and expense, to comply promptly with
such standards or regulations. Tenant shall be responsible, at its sole cost and expense, to make all
alterations to the Premises as are required to comply with the governmental rules, regulations,
requirements or standards described in this Article 23. The final unappealable judgment of any court
of competent jurisdiction or the admission of Tenant in any judicial action, regardless of whether
Landlord is a party thereto, that Tenant has violated any of such governmental measures, shall be
conclusive of that fact as between Landlord and Tenant.
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23.2 Hazardous Materials. Tenant shall not cause or permit any Hazardous Material to
be generated, brought into, used, stored, or disposed of in or about the Premises by Tenant or its
agents, employees, contractors, subtenants, or any of the Members or other invitees, except for such
substances that are required in the ordinary course of Tenant's business conducted on the Premises or
are otherwise approved by Landlord. Tenant shall:

23.2.1 Use, store, and dispose of all such Hazardous Material in strict compliance
with all applicable statutes, ordinances and regulations in effect during the Lease Term or Option
Term, if applicable, that relate to public health and safety and protection of the environment
("Environmental Laws"), including those Environmental Laws identified in Section 23.6; and

2322  Comply at all times during the Lease Term or Option Term, if applicable,
with all Environmental Laws.

23.3  Warranties; Notice of Release and Investigation. Tenant acknowledges that Tenant
or Tenant's predecessors have operated the Property since 1965, and warrants and represents
to Landlord that, to the best of Tenant's knowledge, as of the date of this Lease, the Premises are in
compliance with the terms of this Lease and with all Environmental Laws.

If, during the Lease Term (including any extensions), either Landlord or Tenant
becomes aware of (i) any actual or threatened release of any Hazardous Material on, under, or about
the Premises, or (i1) any inquiry, investigation, proceeding, or claim by any government agency or
other person regarding the presence of Hazardous Material on, under, or about the Premises, that party
shall give the other party written notice of the release or investigation within five (5) days after
learning of it and shall simultaneously fumnish to the other party copies of any claims, notices of
violation, reports, or other writings received by the party providing notice that concern the release or
investigation,

23.4 Indemmification. Tenant, at Tenant's sole expense and with counsel reasonably
acceptable to Landlord, shall indemnify, defend, and hold harmless Landlord Parties with respect to
all losses arising out of or resulting from the release of any Hazardous Material in or about the
Premises, or the violation of any Environmental Law, by Tenant or Tenant's employees, agents,
contractors, or invitees. This indemnification includes all losses, liabilities, obligations, penalties,
fines, claims, actions (including remedial or enforcement actions of any kind and administrative or
judicial proceedings, orders, or judgments), damages (including consequential and punitive damages),
and costs (including attorney, consultant, and expert fees and expenses) resulting from the release or
violation. This indemnification shall survive the expiration or termination of this Lease. This
indemnification does not extend to any matter arising from the acts or omissions of Landlord Parties
or their invitees.

23.5 Remediation Obligations; Tenant's Rights on Cleanup by Landlord. If the
presence of any Hazardous Material brought onto the Premises by either Tenant or Ternant's
employees, agents, contractors, or invitees, results in contamination of the Premises, Tenant shall
promptly take all necessary actions, at Tenant's sole expense, to return the Premises to the condition
that existed before the introduction of such Hazardous Material. Tenant shall first obtain Landlord’s
approval of the proposed remedial action, which shall not be unreasonably withheld or delayed. This
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provision does not limit or expand the indemnification obligations set forth in Section 23.4 above or
in any way limit Tenant from seeking contribution or redress against any potentially responsible party.

23.6 Definition of "Hazardous Material". As used herein, the term "Hazardous
Material" shall mean any hazardous or toxic substance, material, or waste that is or becomes
regulated by the United States, the State of California, or any local government authority having
jurisdiction over the Building or Premises or the Monarch Bay Property. Hazardous Material includes:

23.6.1 Any "hazardous substance," as that term is defined in the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980 (CERCLA) (42 United States
Code Sections 9601-9675);

23.6.2 "Hazardous waste," as that term is defined in the Resource Conservation
and Recovery Act of 1976 (RCRA) (42 United States Code Sections 6901-6992k),

23.6.3 Any poliutant, contaminant, or hazardous, dangerous or toxic chemical,
material or substance, within the meaning of any other applicable federal, state or local law,
regulation, ordinance or requirement (including consent decrees and administrative orders imposing
liability or standards of conduct concerning any hazardous, dangerous, or toxic waste, substance or
material, now or hereafter in effect);

23.6.4 Petroleum products;

23.6.5 Radioactive material, including any source, special nuclear, or byproduct
material as defined in 42 United States Code Sections 2011-2297g-4;

23.6.6 Asbestos in any form or condition; and

23.6.7 Polychlorinated biphenyls (PCBS) and substances or compounds
contaimng PCBS.

ARTICLE 24

LATE CHARGES

If any installment of Rent or any other sum due from Tenant shall not be received by Landlord
or Landlord's designee within five (5) business days after Tenant's receipt of written notice from
Landlord that such amount is due, then Tenant shall pay to Landlord a late charge equal to ten percent
(10%) of the overdue amount plus any reascnable attorneys' fees incurred by Landlord by reason of
Tenant's failure to pay Rent and/or other charges when due hereunder. The late charge shall be deemed
Additional Rent and the right to require it shall be in addition to all of Landlord's other rights and
remedies hereunder or at law and shall not be construed as liquidated damages or as limiting
Landlord’s remedies in any manner. In addition to the late charge described above, any Rent or other
amounts owing hereunder which are not paid within ten (10) days after the date they are due shall
bear interest from the date when due until paid at a rate per annum (the "Interest Rate") equal to the
lesser of (i) the annual "Bank Prime Loan" rate cited in the Federal Reserve Statistical Release
Publication G.13(415), published on the first Tuesday of each calendar month (or such other
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comparable index as Landlord and Tenant shall rcasonably agree upon if such rate ceases to be
published) plus two (2) percentage points, and (ii) the highest rate permitted by applicable law.

ARTICLE 25

LANDLORD'S RIGHT TO CURE DEFAULT; PAYMENTS BY TENANT

25.1 Landlord's Cure. All covenants and agreements to be kept or performed by Tenant
under this Lease shall be performed by Tenant at Tenant’s sole cost and expense and without any
reduction of Rent, except to the extent, if any, otherwise expressly provided herein. If Tenant shall
fail to perform any obligation under this Lease, and such failure shall continue in excess of the time
allowed under Section 19.1.2, above, unless a specific time pericd is otherwise stated in this Lease,
Landlord may, but shall not be obligated to make any such payment or perform any such act on
Tenant's part without waiving its rights based upon any default of Tenant and without releasing Tenant
from any obligations hereunder.

25.2 Tenant's Reimbursement. Except as may be specifically provided to the contrary
in this Lease, Tenant shall pay to Landlord, upon delivery by Landlord to Tenant of statements
therefor: (i) sums equal to expenditures reasonably made and obligations incurred by Landlord in
connection with the remedying by Landlord of Tenant's defaults pursuant to the provisions of Section
25.1; (ii) sums equal to all losses, costs, liabilities, damages and expenses referred to in Article 10 of
this Lease; and (iii) sums equal to all expenditures made and obligations incurred by Landlord in
collceting or attemmpting to collect the Rent or in enforcing or attempting to enforce any rights of
Landlord under this Lease or pursuant to law, including, without limitation, all reasonable legal fees
and other amounts so expended. Tenant's obligations under this Section 25.2 shall survive the
expiration or sooner termination of the Lease Term or Option Term, if applicable.

ARTICLE 26
ENTRY BY | ANDLORD

Landlord reserves the right at all reasonable times and upon reasonable notice to Tenant
{except in the case of an emergency) to enter the Premises to (i) inspect them; (ii} show the Premises
to current or prospective mortgagees, or ground or underlying lessors or insurers; or (iii) post notices
of nonresponsibility. Notwithstanding anything to the contrary contained in this Article 26, Landlord
may enter the Premises at any time to (A) take possession due to any uncured "event of default” under
this Lease subject to the limitations of and in the manner provided herein; and (B) perform any
covenants of Tenant which Tenant fails to perform beyond any applicable cure period. Landlord may
make any such entries without the abatement of Rent, except as otherwise provided in this Lease, and
may take such reasonable steps as required to accomplish the stated purposes. Tenant hereby waives
any claims for damages or for any injuries or inconvenience to or interference with Tenant's business,
lost profits, any loss of occupancy or quiet enjoyment of the Premises, and any other loss occasioned
thereby {other than to the extent caused by Landlord's gross negligence or willful misconduct in
connection with an entry by or for Landlord into the Premises). For each of the above purposes,
Landlord shall at all times have a key with which to unlock all the doors in the Premises. In an
emergency, Landlord shall have the right to use any means that Landlord may deem proper to open
the doors in and to the Building and other improvements at the Premises.
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ARTICLE 27

PARKING; BEACH MAINTENANCE: LIFEGUARDS

27.1 Parking. Tenant shall maintain the parking area of the Premises in good order and
repair, including, without limitation, adequate Jighting during the term of this Lease and Option
Terms, if applicable, and shall permit the use of such parking spaces only as provided in this Lease.

27.2 Beach Maintenance. At its sole expense, Tenant shall maintain the beach area around
the Premises pursuant to the terms of the Monarch Beach Management Plan issued by the California
Coastal Commuission in 2015, which includes the relocation of beach sand to direct the discharge from
Salt Creek more directly to the ocean and the relocation of wrack from an area in front of the Premises
at Salt Creek Beach. Should the California Coastal Commission permit for this work expire, Tenant,
at its sole expense, will take all reasonable steps to reinstate such permit and perform the described
work consistent with any new permit. Tenant agrees to consult with Landlord in connection with any
new permit application and must obtain Landlord’s written consent, not to be unreasonably withheld,
to any new permit from the California Coastal Commission (*CCC"). Tenant’s consultation with

Landlord shall include providing Landlord with copies of all material communications to or from the
CCC.

273 Beach Lifeguard. At aminimum, Tenant, at its sole expense, shall supply life
guards for the beach in front of the Premises during the same hours as lifeguards are provided at the
County Beach at Salt Creek.

ARTICLE 28
MISCELLANEOUS PROVISIONS

28.1 Terms; Captions. The words "Landlord" and "Tenant" as used herein shall include
the plural as well as the singular. The necessary grammatical changes required to make the provisions
hereof apply either to corporations or partnerships or individuals, men or women, as the case may
require, shall in all cases be assumed as though in each case fully expressed. The captions of Articles
and Sections are for convenience only and shall not be deemed to limit, construe, affect or alter the
meaning of such Articles and Sections.

28.2 Binding Effect. Subject to all other provisions of this Lease, each of the covenants,
conditions and provisions of this Lease shall extend to and shall, as the case may require, bind or inure
to the benefit not only of Landlord and of Tenant, but also of their respective heirs, personal
representatives, successors or assigns, provided this clause shall not permit any assignment by Tenant
contrary to the provisions of Article 14 of this Lease.

28.3 Transfer of Landlord's Interest. Tenant acknowledges that Landlord has the right
to transfer all or any portion of its interest in the Monarch Bay Property and in this Lease, and Tenant
agrees that in the event of any such transfer, Landlord shall automatically be released from all
prospective liability under this Lease and Tenant agrees to look solely to such transferee for the
performance of Landlord's obligations hereunder after the date of transfer, provided such transferee
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shall have fully assumed and agreed to be liable for all obligations of this Lease to be performed by
Landlord, and Tenant shall attorn to such transferee.

28.4 Land}ord's Title. Nothing herein contained shall empower Tenant to do any act which
can, shall or may encumber the title of Landlord. Landlord's title is and always shall be paramount to
the title of Tenant.

28.5 Relationship of Parties. Nothing contained in this Lease shall be deemed or construed
by the parties hereto or by any third party to create the relationship of principal and agent, partnership,
joint venture or any association between Landlord and Tenant other than that of landlord and tenant.

28.6 Application of Payments. During the continuance of an "event of default”, Landlord
shall have the right to apply payments received from Tenant pursuant to this Lease, regardless of
Tenant's designation of such payments, to satisfy any obligations of Tenant hereunder, in such order
and amounts as Landlord, in its sole discretion, may elect.

28.7 Time of Essence. Time is of the essence with respect to the performance of every
provision of this Lease in which time of performance is a factor.

28.8  Partial Invalidity. If any term, provision or condition contained in this Lease, to any
extent, shall be invalid or unenforceable, the remainder of this Lease, or the application of such term,
provision or condition to persons or circumstances other than those with respect to which it 1s invalid
or unenforceable, shall not be affected thereby, and each and every other term, provision and condition
of this Lease shall be valid and enforceable to the fullest extent possible permitted by law.

28.9  Exculpation. The liability of Landlord or the Landlord Parties to Tenant for any
default by Landlord under this Lease or arising in connection herewith or with Landlord's ownership
of the Premises shall be limited solely and exclusively to an amount which is equal to the interest of
Landlord in the Premises, provided nothing herein shall limit Landlord’s liability under Section 19.3.1
(vi). No member, officer, employee or agent of Tenant or any affiliate shall have any personal liability
to Landlord under this Lease. No resident, member, officer, director, employee or agent of Landlord
or any affiliate shall have any personal liability to Tenant or any affiliate under this Lease.

28.10 Entire Agreement. It is understood and acknowledged that there are no oral
agreements between the parties hereto affecting this Lease and this Lease, its Exhibits, the Restated
and Amended Sublease dated January 1, 2003, which, as amended, is still in effect at the date of
execution, and this Lease, constitutes the parties' entire agreement with respect to the leasing of the
Premises and supersedes and cancels any and all previous negotiations, arrangements, agreements and
understandings, if any, between the parties hereto with respect to the subject matter thereof, and none
thereof shall be used to interpret or construe this Lease. None of the terms, covenants, conditions or
provisions of this Lease can be modified, deleted or added to except in writing signed by the parties
hereto.

28.11 Force Majeure. An actual delay or stoppage resuiting from fire, earthquake,
explosion, flood, hurrieane, the elements, acts of God or the public enemy, terrorism, war, invasion,
insurrection, rebellion, riots, industry-wide labor strikes or lock-outs (which objectively preclude
Landlord or Tenant from obtaining from any reasonable source, labor or substitute materials at a
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reasonable cost necessary for performing its respective obligations hereunder), or governmental acts,
and other causes heyond the reasonable control of the party obligated to perform, except with respect
to the obligations imposed with regard to Rent and other charges to be paid by Tenant pursuant to this
Lease {collectively, a "Force Majeure Event"), notwithstanding anything to the contrary contained
in this Lease, shall excuse the performance of such party for a period equal to any such prevention,
delay or stoppage and, therefore, if this Lease specifies a time period for performance of an obligation
of either party, that time period shall be extended by the period of any delay in such party's
performance caused by a Force Majeure Event, plus an additional reasonable period of time needed
for the adjustment of insurance, if applicable.

28.12 No Warranty. In executing and delivering this Lease, Tenant has not relied on any
representations, including, but not limited to, any representation as to the amount of any item comprising
Additional Rent or the amount of the Additional Rent in the aggregate or that Landlord is furnishing the
same services to other tenants, at all, on the same level or on the same basis, or any warranty or any
statement of Landlord which is not set forth herein or in one or more of the exhibits attached hereto.

28.13 Waiver of Redemption by Tenant. Tenant hereby waives, for Tenant and for all
those claiming under Tenant, any and all rights now or hereafter existing to redeem by order or
judgment of any court or by any legal process or writ, Tenant's right of occupancy of the
Premises after any termination of this Lease.

28.14 Notices. All notices, demands, statements, designations, approvals or other
communications (collectively, "Notices') given or required to be given by either party to the other
hereunder or by law shall be in writing, shall be (A) sent by United States or registered mail, postage
prepaid, return receipt requested ("Mail"), (B) delivered by a recognized overmight courier with
verification of delivery requested, or (C) delivered personally. Any Notice shall be sent, transmitted,
or delivered, as the case may be, to Tenant at the address set forth in the Summary, or to such other
place as Tenant may from time to time designate in a Notice to Landlord, or to Landlord at the
addresses set forth in the Summary, or to such other places as Landlord may from time to time
designate in a Notice to Tenant. Any Notice will be deemed given (i) three (3) days after the date it is
posted if sent by Mail, (ii) the date the overnight courier delivery is made, or (iii) the date personal
delivery is made (if made on a business day, otherwise on the next business day) or refused.

28.15 Authority. Landlord and Tenant hereby represent and warrant to the other that it is a
duly formed and existing entity qualified to do business in California and has full right and authority
to execute and deliver this Lease and that each person signing on its behalf is authorized to do so.

28.16 Attorneys' Fees. In the event that either Landlord or Tenant should bring suit or
initiate arbitration for the possession of the Premises, for the recovery of any sum due under this
Lease, because of the breach of any provision of this Lease or for any other relief against the other,
then all costs and expenses, including reasonable attorneys' fees and experts’ fees, incurred by the
prevailing party therein shall be paid by the other party, which obligation on the part of the other party
shall be deemed to have accrued on the date of the commencement of such action and shall be
enforceable whether or not the action is prosecuted to judgment.

28.17 Governing Law. This Lease shall be construed and enforced in accordance with the
laws of the State of California.
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28.18 Brokers. Landlord and Tenant hereby warrant to each other that they have had no
dealings with any real estate broker or agent in connection with the negotiation of this Lease.

28.19 Independent Covenants. This Lease shall be construed as though the covenanis
herein between Landlord and Tenant are independent and not dependent and Tenant hereby expressly
waives the benefit of any statute to the contrary and agrees that if Landlord fails to perform its
obligations set forth herein, Tenant shall not be entitled to make any repairs or perform any acts
hereunder at Landlord's expense or to any setoff of the Rent or other amounts owing hereunder against
Landlord.

28.20 Counterparts. This Lease may be executed in counterparts with the same effect as 1f
both parties hereto had executed the same document. Both counterparts shall be construed together
and shall constitute a single lease.

28.21 No Violation. Tenant and Landlord hereby warrant and represent to each other that
neither its execution of nor performance under this Lease shall cause such party to be in violation of
any agreement, instrument, contract, law, rule or regulation by which such party is bound, and such
party shall protect, defend, indemnify and hold the other harmless against any claims, demands, losses,
damages, liabilities, costs and expenses, including, without limitation, reasonable attorneys' fees and
costs, arising from such party's breach of these warranties and representations.

28.22 No Discrimination. Tenant covenants by and for itself, its successors and assigns, and
all persons claiming under or through them, and this Lease is made and accepted upon and subject to
the following conditions: That there shall be no discrimination against or segregation of any person
or group of persons, on account of sex, marital status, age, race, color, religion, creed, national origin
or ancestry, in the sale of memberships to the Club or in the operation of the Club.

28.23 CASp. For purposes of Section 1938 of the California Civil Code and to Landlord’s actual
knowledge, Landlord hereby discloses to Tenant, and Tenant hereby acknowledges, that the property being
leased or rented pursuant to this Lease has not undergone inspection by a Certified Access Specialist
(CASp). As required by Section 1938(¢) of the California Civil Code, Landlord hereby states as follows:
"A Certified Access Specialist (CASp) can inspect the subject premises and determine whether the subject
premises comply with all of the applicable construction-related accessibility standards under state law,
Although state law does not require a CASp inspection of the subject premises, the commercial property
owner or lessor may not prohibit the lessee or tenant from obtaining a CASp inspection of the subject
premises for the occupancy or potential occupancy of the lessee or tenant, if requested by the lessee or
tenant. The parties shall mutually agree on the arrangements for the time and manner of the CASp
inspection, the payment of the fee for the CASp inspection, and the cost of making any repairs necessary
to correct violations of consiruction-related accessibility standards within the premises.” In furtherance
of the foregoing, Landlord and Tenant hereby agree as follows: (a) any CASp inspection requested by
Tenant shall be conducted, at Tenant's sole cost and expense, by 2 CASp designated by Landlord, subject
to Landlord's reasonable rules and requirements; (b) Tenant, at its sole cost and expense, shall be
responsible for making any improvements or repairs within the Premises to correct violations of
construction-related accessibility standards; and (c) if anything done by or for Tenant in its use or
occupancy of the Premises shall require any improvements or repairs to the Building or Project (outside
the Premises) to correct violations of construction-related accessibility standards, then Tenant shall
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reimburse Landlord upon demand, as Additional Rent, for the cost to Landlord of performing such
improvements or repairs. The foregoing verification is included in this Lease solely for the purpose of
complying with California Civil Code Section 1938 and shall not in any manner affect Landlord's and
Tenant's respective responsibilities for compliance with construction-related accessibility standards as
provided under this Lease.

IN WITNESS WHEREOF, Landlord and Tenant have caused this Lease to be executed the
day and date first above written.

“Landlord™:

Dated: March 22, 2018

“Tenant™:

MONROE MBR, LLC

a Delaware limited liability company
Dated: , 2018

By:
Its:
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reimburse Landlord upon demand, as Additional Rent, for the cost to Landlord of performing such
improvements or repairs. The foregoing verification is included in this Lease solely for the purpose of
complying with California Civil Code Section 1938 and shall not in any manner affect Landlord's and
Tenant's respeclive responsibilities for compliance with construction-related accessibility standards as
provided under this Lease.

IN WITNESS WHEREOF, Landlord and Tenant have caused this Lease to be executed the
day and date first above written.

“Landlord™:

Dated: March 22, 2018

“Tenant™:
MONROE MBR, LLC
a Delaware limited liability company

/‘
?Yj in nstee
" Yice {fesident + Assistant Seo_re{-g_p%/

Dated: , 2018
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EXHIBIT A

LEGAL DESCRIPTION
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LEXHIBIT A

LEGAL DESCRIPTION

DESCRIPTION

THE LAND REFERRED TO (N THIS REPORT IS STTUATED IN THE STATE OF CALIFORNIA. COUNTY OF ORANGE, AND
IS DESCRIBED A5 FOLLOWS;

THOSE PORTIONS OF PARCELS | AND 2, AS SHOWN ON A MaP FILED IN BOOK 79, PAGE 20 OF
RECORD OF SURVEYS, IN THE OFFICE OF THE COUNTY RECORDER OF ORANGE COUNTY,
CALIFORNIA, LYING WITHIN THE LAND DESCRIBED AS PARCELS A AND E IN THAT CERTAIN
MEMORANDUM OF LEASE AS RECORDED JULY 1, 1960 IN BOOK 5311, PAGE 44 OF OFFICIAL

RECORDS OF SAID ORANGE COUNTY.

EXCEPTING FROM SAID PARCEL 1 THAT PORTION LYING NORTHEASTERLY OF THE FOLLOWING
DESCRIBED LINE:

BEGINNING AT A POINT THE NORTHWESTERLY LINE OF SAID PARCEL 1, SCUTH 27 DEG. 23" 45°
WEST 120.00 FEET FROM THE MOST NORTHERLY CORNER THEREOF; THENCE EASTERLY ON A
STRAIGHT LINE TO A POINT ON THE SOUTHEASTERLY LINE OF SAID PARCEL 1, DISTANT SCUTH
52 DEG. 55" 06" WEST 90.00 FEET FROM THE MOST EASTERLY CORNER THEREQF.
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EXHIBITB
MAP QF PREMISES
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EXHIBIT B

MAP OF PREMISES
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EXHIBIT C

MAP OF ACCESS ROAD
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EXHIBIT D
MONARCH BAY CLUB

RULES AND REGULATIONS
MARCH 22,2018
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EXHIBIT D

MONARCH BAY CLUB
RULES AND REGULATIONS
MARCH 22,2018

STATEMENT OF PURPOSE

These Rules have been adopted by the Board of Directors of the Monarch Bay Club to govem
activities at the Bay Club. The Bay Club is a private Club, and is located adjacent to the Monarch Bay
Community in Dana Point, Califomia. Many of the Rules set forth below are designed to minimize
the impact of Club operations on its neighbors. Although these Rules will be enforced equitably and
in a non-discriminatory manner, questions of interpretation of Rules that effect resident neighbors of
the Club will be determined in a manner best contemplated to minimize noise, traffic or other
interference with the Club's neighbors in Monarch Bay.

THE CLUB

The Monarch Bay Beach Club is a private beach club, operated for the benefit of its Members
and their permitted guests. Only Members and permitted guests are entitled to the use and enjoyment
of the Club's facilities, and all such use is subject to these Rules and the Bylaws of the Club.
Membership in the Club is a privilege, not a right, and does not entitle a member to any equity
participation or voting rights. Memberships may be suspended or terminated for a violation of these
Rules.

MEMBERS

There are four classes of Members of the Club, and certain restrictions apply to certain of such
classes but not to all, as more particularly set forth below. The classes of members are:

1. Resident Members (this includes one Landlord Membership and one Legacy
Membership).

2. Nonresident Members.

3, Special Members.

4, Hotel Occupant Members. (Registered overnight guests of the Monarch Beach Resort
& Spa (however flagged, the "Hotel"), during such persons' registered stay only).

Except for the Sponsor Member (the only voting member), all Members must be individuals.
There are no "Corporate” Memberships available. Resident and Nonresident Members may access the
Club by personal vehicle and, subject to availability and the limitations set forth in Rule i.3, use the
Club's parking facilities. Special Members and Hotel Occupant Members may access the Club only
by the Tram (defined below}, except for handicapped persons. Special Members and Hotel Occupant
Members may not use the Club's parking facilities.
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RULES

1. Access, Parking, General Rules

1.1 Vehicular Access and Parking - General. Vehicular access to the Club is
permitted only through the gated entrance of the Monarch Bay Community. Only Resident and
Nonresident Members, permitted guests of Resident and Nonresident Members (subject to the
provisions of Rule 3), authorized vendors, Club personnel, handicapped persons and emergency
vehicles may access the Club by car or truck and use the Club's parking facilities.

1.2 Tram Access. Special Members and Hotel Guests may access the Club only by
the tram (the "Tram") operated by the Hotel, pursuant to the Tram Operation Plan approved by the
City of Dana Point and the California Coastal Commission (the "Tram Plan"). Hours of operation,
frequency of Tram trips, Tram capacity and safety and noise reduction measures shall be as set forth
in the Tram Plan, as the same may be amended from time to time, provided that the Tram Plan may
not be amended to increase the size of Trams, the frequency of trips or the hours of operation without
the prior approval of the Board of Directors of the Monarch Bay Association ("MBA") and the Board
of Directors of the Estates at Monarch Cove.

1.3 Parking Regulations. The Club Manager may institute from time to time such
reasonable procedures to insure maximum availability of parking for Club Resident and Nonresident
Members on a first-come, first-served basis, with priority being afforded to Members over guests of
Members. Any such procedures shall be distributed to all Members at least ten (10) days prior to
becoming effective, As of the date hereof, guest parking is prohibited during daylight hours on
weekends or holidays (after that, only on space available basis acknowledged by Club Manager) and
is limited to one guest car on Fridays and to two guest cars on Mondays through Thursdays (other
than holidays). However, the Club Manager has discretion to permit additional Member and guest
parking when weather and other conditions indicate that admission of additional cars will not burden
the capacity of the parking lot so that Members will be unable to park. Parking on the streets of
Monarch Bay by any party other than a Resident Member or such Member(s)' guests is prohibited,
and violators are subject to towing at their expense.

1.4  Parking Decals. Lost parking decals must be reported and will be replaced for
a $75 replacement fee.

1.5  Resident Member Transfer Fee. Residents may transfer their membership to
tenants or new residents/owners. A Transfer Fee of 8350 will be assessed to the buyer or renters
membership account,  Seller's parking decals must be returned at time of transfer before new
residents/owners or tenants are to be issued parking decals. A membership account must be in current
standing prior to transfer; any outstanding balance will prohibit transfer of membership. All balances
and fees incurred with the Monarch Bay Club must be paid in full prior to closing sale of any property
in the Monarch Bay community. A membership may only be transferred once in any six month period
with a maximum of two transfers permitted in any calendar year.

1.6 Method of Payment at Monarch Bay Club. All charges must be routed to
member account. Cash, check and credit card payments are not accepted at the Monarch Bay Club.
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2. Members and Hotel Guest Check-In and Identification.

2.1 Resident and Nonresident Members. Nonresident Members accessing the
Club through Monarch Bay must check in at the Monarch Bay guard house as a condition of entering
the Club. All Resident and Nonresident Members must display a current Monarch Bay Club decal on
the lower portion of the driver's side windshield of their vehicles to gain access and to be permitted to
park in the Club's parking lot. Guests of Resident and Nonresident Members must display a guest pass
obtained from the Monarch Bay guard. Vehicles not displaying a Membership decal or guest pass
may be towed at the vehicle owner's expense.

2.2 Special and Hotel Occupant Members. Special Members accessing the Club by
Tram must present to the Tram driver their Monarch Bay Club Membership card. Hotel Guests must
present identification which identifies thc Hotel Guest.

3, Guest Policies. The following rules regarding guest use of the Club will be strictly
enforced.

3.1 Guests of Resident and Nonresident Members. Resident and Nonresident
Members may invite guests to the Club at their discretion, subject to the availability of dining room
reservations and the limitations on parking and parties set forth in these Rules.

3.2 Special Members. Special Members may invite guests at the ratio of three (3}
guests per Member or Household Resident. For example, a couple who are Special Members may
invite up to three (3) couples to join them as guests. Such guests may access the Club only by the
Tram. The foregoing limitations apply to all Club usage, including Club Events.

3.3 Hotel Occupant Member. Hotel Guests may invite up to but not more than three
(3) guests per registered Hotel Guest only after 5:00 pm. Such guests may access the Club only by the
Tram.

3.4  Member Responsibility. Each Member inviting any guest to use the Club's
facilities must have at least one person comprising the Member (or another Member in goed standing
in the event of an emergency) present in person on Club grounds throughout the duration of such
guest(s) presence on Club property. There are no exceptions to this Rule. Members are fully
responsible for the acts and omissions of their guests. Guests of Members must use their sponsoring
Member's Club or room charge account for all purchases at the Club.

3.5  Violations. Any Resident, (subject to any limitations set forth in the Ground
Lease applicable to the Club property), Nonresident or Special Member who violates the applicable
Rules set forth above may have such Member's membership suspended or terminated. Any Hotel guest
who violates any Rule applicable to the Hotel Occupant Member may be ejected from and barred from
further entry to the Club.

4. Charges. Cash and credit card transactions at the Club are prohibited. The only
acceptable method of payment for food and beverages and other Club services and amenities are a
Member's Club account or a Hotel guest's Hotel room account. Nothing above, however, shall
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preclude a Member or guest from paying cash gratuities to Club personnel. The Club may assess a fee
to issue a replacement for a lost Club membership card or vehicle decal.

4.1 All members must provide a valid credit card for their member file to which ali
and any club charges will be billed per the monthly statement. Payments not received within 30 days
of statement date will be applied to credit card on file. Accounts past due over thirty (30) days will be
subject to one and one-half (1.5} percent late charge per month. Any amount not paid within thirty
(30) days of the statement date will result in suspension of membership privileges until account
becomes current.

4.2 Itis the responsibility of the member to review and sign all charges at the point
of sale. Dispute of charges or request for receipts must be submitted within 30 days from statement
date after which charges may not be disputed. After 30 days from statement date, all charges will be
deemed valid. All disputes will require submission of specific check number and dates for further
review. Any refunds will be in the form of a credit to the member account.

43 It is the responsibility of the member to notify the Hotel of changes to their
credit card/s on file, including changes to expirations, numbers, names, addresses, or any and all other
items.

44  Methods of Payment for Monthly Statements: Monthly statements are payable
via credit card on file, check or cashier check. Cash is not accepted for payment of monthly balances.
Checks must be mailed to One Monarch Beach Resort, Dana Point, CA 92629 Attn: Membership
Department.

5. No Commercial Activities. The Club is a private club, and no commercial activities
or activities for the general public may be conducted on Club premises. The Club dining and bar
facilities, lawn and beach areas are not and shall not be open to the public. The Club shall be operated
solely for the benefit of its Members and permitted guests. Notwithstanding the foregoing, the Club
Manager, in its discretion may:

(a) Arrange for catering of parties and Club Events through the Hotel, but only when
the Hotel and Club are managed by the same or affiliated entities.

(b) Make available for Members and their permitted guests at a charge or charges
determined by the Manager items such as kayaks, surfboards, body boards, standup
paddleboards and other non-motorized recreational equipment, provided the
general public shall have no right to use any of such items,

6. Hours. The Club shall be open for seven (7) business days a week, subject to closures
for repairs, capital improvements and causes beyond the reasonable control of MBC, inciuding,
without limitation, weather conditions, strikes and lockouts, and acts of war, riot or terrorism;
provided however, that Tenant may elect to close the Club or limit hours of operation on New Year's
Day, Christmas Day and Thanksgiving Day. Hours of restaurant operation in the Club shall
commence no earlier than 10:00 a.m. and shall cease no later than midnight, Sundays through
Thursdays, and 1:00 a.m., Fndays and Saturdays. The minimum hours of restaurant service shall be
as follows:
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BAY CLUB

Lunch Mon-Sat 11:30 a.m. — 2:30 p.m.
Sun Brunch 10:30 a.m. — 2:30 p.m.
Dinner Mon-Thur  5:00 p.m. — $:00 p.m.
Fn -Sat 5:00 p.m. — 9:30 p.m.
Bar
All-Day Bar Lounge Menu Sun-Thur 11:30 a.m. — 9:00 p.m.

Fri - Sat 11:30 a.m. — $:30 p.m.

*parking lot gate is locked nightly by Patrol One Security at 11:00 p.m. These hours
may be amended only by written consent of the Landlord.

7. Closures. The Club's restaurant and bar may be closed for repairs or capital
improvements (provided that reasonably anticipated repairs and capital improvements shall not be
scheduled from Memorial Day through Labor Day), and, except for emergencies, shall not interfere
with previously scheduled Member Parties, and the restaurant and bar may be closed, and access to
the beach restricted in response to a court order or the order or recommendation of any public health
agency.

8. Sound Amplification. The use of amplifiers or other sound amplification devices
(which includes stereos, DVD players, CD players, radios, boom boxes, amplified musical
instruments, and the like) outside of the Club building may not commence before 11:30 a.m. on any
day and must cease by 8:30 p.m. Sundays through Thursdays and by 10:00 p.m. Fridays and
Saturdays. Such devises must be oriented in a manner that directs sound away from the residents on
Beach Club Drive (i.e., toward the ocean).

9. Equal Availability of Fagilities. The Club shall be available on a non-
discriminatory, first-come, first-served basis to all Members and their permitted guests, subject to the
limitations on parties set forth below. There shall be no special or segregated restaurant, bar, lawn,
beach or other areas

10.  Restaurant and Lounge. The restaurant and lounge are for the enjoyment of all
Members. No behavior will be permitted by anyone who disturbs the ability of others to enjoy the
restaurant and lounge areas. The Club Manager shall have the right to refuse service to anyone.

10.1  Consumption of alcoholic beverages. Service will be refused to anyone who
appears intoxicated or who behaves in an unruly or disorderly fashion. Alcohol service will be
discontinued one-half hour before the restaurant and Jounge close for the day.

10.2 Children. Members and guests are responsible at all times for supervising their
children. Minors are permitted in the lounge from open until 8:00 p.m.
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10.3  Attire. When in restaurant and lounge area all guests and members are required

to wear appropriate attire, i.e. beach cover-up, shir, etc.

During periods when minors are not allowed in the lounge, minors accompanied by adults will
be served in the restaurant area, including outside patios. However, no persistent crying, or loud,
unruly or disruptive behavior will be tolerated at any time at the Club.

Any Member violating these rules may be subject to the flowing;:

() First violation -written warning,

(1)  Subsequent violation - suspension or termination of Membership, as
determined by the Club Board of Directors, subject to any applicable
limitations in the Ground Lease.

However, flagrant or willful violations may result in immediate suspension or termination,
and will result in removal of the offending parties from the Club premises.

11.

Parties and Events.
11.1 Parties.

(a) Definition. A "party" is an event organized by a Member, as opposed to a Club
Event (defined below), excluding meals or gatherings for twenty (20) or fewer
persons. All parties and Club Events must end by 11:00 p.m. All food and
beverages must be supplied by the Club or the Hotel, except (i) that a Member or
guest may bring in a cake for a birthday, anniversary or other similar event, and
(i1) as provided in Rule 10.4.

(b) Size Limitations. Except as set forth below, the maximum number of participants
at any party shall be fifty (50) individuals. Each party must be booked in advance
through Club management, and is subject to the availability of Club facilities
and/or prior bookings. There shall be no more than one party conducted at one
time. If a parly will involve Member guests arriving by vehicle, the names of all
such guests must be registered in advance with the Monarch Bay guard gate.

(c) Exception to Size Limitations. Subject to availability and/or prior bookings, a
Resident Member, and only a Resident Member may sponsor a party for more than
50 persons, but no more than 250, provided that the same is approved in writing by
MBA, and provided, further, that the Member complies with all applicable legal
requirements, including obtaining any special permit from the City of Dana Point,
and pays for the services at least one security guard (or more, as determined by
MBA in each instance) who shall be present at all times during the party.

(d) Presence of Sponsor; Admission Procedures. Any Member sponsoring any party
at the Club must have one person comprising such Member physically present
throughout the duration of the party. Resident or Nonresident Members who have
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party guests accessing the Club by vehicle through Monarch Bay must register such
guests in advance at the Monarch Bay guard gate and verify arrival with the guard.
For parties arranged by the Hotel, one of the Club managers shall be deemed the
Member's representative for the purpose set forth above. It is the responsibility of
the member to coordinate with Monarch Bay Club staff for all planned parties and
events at Monarch Bay Club.

(e) Violation of Requirements. The requirement that a Member be present throughout
the duration of a party sponsored by such Member is designed to insure that only
Members and permitted guests utilize the Club as a private club. Such presence is
the material consideration in each instance for permission to utilize the Club for a
private party. Under no circumstances may a Member arrange a party for a
non-member (other than the Hotel Occupant Members for Hotel Guests). Any
Member violating this requirement may be subject to the following:

i) First violation -writlen warning.

(1)  Subsequent violation - suspension or termination of Membership, as
determined by the Club Board of Directors, subject to any applicable
limitations in the Ground Lease,

(f) Additional Limitations. Each party also shall be subject to the Rules regarding
hours of operation and sound amplification.

(g) Receipt and Payment. Determined minimum spend for an event must be paid in
full prior to event; any overages will be applied to the credit card on file. A receipt
of payment and summary of charges will be provided by Club Management to
Member. Payment can be made on the credit card on file, another credit card as
provided or by check mailed to at Cne
Monarch Beach Resort, Dana Point, CA 92629 Attn: Membership Department.

11.2  Club Events.

(a) Annual Club Events. The Club, in its sole discretion, may sponsor annual
barbecues or other large events for the benefit of the Members and their permitied
guests one day on each of Memorial Day weekend, July 4th (or July 4th weekend,
if applicable), Labor Day weckend and New Year's Eve. If a Club Event is held on
a reservation basis, the maximum number of reservations permitted at such Club
Event shall be 250. Any such "Club Event" shall comply with the requirements of
applicable law and the Rules regarding hours of operation and sound amplification.
The Club shall provide adequate security for Club Events, including a mobile
security guard to enforce the prohibition against parking on the streets of the
Monarch Bay Community.
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11.3  Special Club Dinners. Etc. The Club, in its sole discretion, at any time or from
time to time, may arrange for special theme dinners, brunches, luncheons, children events, buffets,
wine tastings, or similar matters, available to all Members on a first-come, first-served basis. None of
such events shall be deemed a party or a Club Event for the purposes of these Rules and Regulations.

11.4  Fire Pits. The Club currently has eight (8) fire pits, which are for the use of
Members and their guests. There is a rental fee to reserve a fire pit and reservations should be made
in advance. Fire pit reservations are taken on a first come first serve basis. Fire pit fee includes set up
of all items, two bundles of wood, beach chairs, food tables, dining tables, dining chairs, table linen,
garbage can, grill and propane and is subject to the published discount schedule in the lease. Members
may bring food and soft drinks for their own consumption when using the Club's fire pits or grills for
parties of 25 or less than 20. All parties over of 20 or more need to buy all food and beverage from
the club. Alcoholic beverages must be purchased through the Club at all times. The limitation with
respect to the size of parties applies to all fire pits. Groups at adjacent fire pits may not combine their
parties to circumvent this limitation. Members who do not clean up and leave excessive mess may be
subject to the imposition of a clean-up fee, at discretion of Monarch Bay Club management. After
6:00 p.m. on the day of use, between Memorial Day weekend and Labor Day weekend, and after 4:00
p.m. between Labor Day weekend and Memorial Day weekend, if a fire-pit remains unreserved, a
Resident member may use the fire pit free of charge, in which event (a) no wood, food tabies, dining
tables, dining chairs, table linen, garbage can, grill and propane will be provided, and (b) the Resident
Members will be responsibie for all associated clean up and returning the fire pit and its immediate
surrounding to its prior condition. Members who do not clean up and leave excessive mess may be
subject to the imposition of a clean-up fee, at discretion of Monarch Bay Club management._

11.5  Tents. Use of tents for any party or Club Event shall be permitted only upon
issuance of a permit from the City of Dana Point. Resident Members sponsoring a tented party must
supply a copy of the permit to the Club and to the Monarch Bay Association ("MBA") (faxed to 949)
582-7796 at Progressive Management) at least 3 days in advance of the party. Tent installation and
removal is allowed only between the hours of 9:00 a.m. and 11:00 p.m.

12.  Prohibited Activities. The following activities are prohibited on Club property:

(a) Tailgate parties.

(b) The use of glass, crystal, porcelain or china on the lawn or beach.

(¢} Tents and canopies (unless provided by the Club) on the lawn or beach.

(d) Grills, hibachis or open-air fires (unless provided by the Club).

(e) Camping.

(f) Launching of any motor driven watercraft.

(g) Ovemnight parking.

{(h) Surf fishing,
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(i) Pets and amimals, whether or not leashed, unless proof of registration as a service
animal is presented prior to entrance to the facility.

(j) Alcoholic beverages, except as purchased through the Club or the Hotel or under
the terms of the published corkage fee.

(k) Fireworks.

(1) Vandalism, theft, violations of law and activities, which create a public nuisance
or a danger to others, including littering.

(m) Smoking (the Monarch Bay Club is a smoke free facility).

13.  Administration. Inquiries, complaints or other communications regarding the Club
should be directed in writing to 500 Monarch Bay Drive, Monarch Beach, California 92629 or by
telephone at (949) 234-3330.

14,  Lockers. Lockers are available only to Members on a first-come, first- served basis at
a rate of $300 per year. A refundable lock deposit will be required.

15.  Assumption of Risk. Each Member or guest swimming in the ocean assumes the risk
of such activity, which includes, but is not limited to, large surf, riptides, shifting sandbars, submerged
objects, and operating a non-motorized recreational equipment. Each Member or guest using a
firepat or grill or sporting or play equipment assumes the risks incident to such use. The Club is not
responsible for, and each Member and guest by the use of the Club's facilities releases the Club, its
other Members and management and staff from any and all liability for injury or death or property
damage resulting from any of the foregoing activities.

16. Amendments by the Club. These Rules may be amended from time to time in the
discretion of the Club's Board of Directors, provided that Rules 1 through 7, and 10 may not be
amended without the consent of the Board of Directors of the Monarch Bay Association (“MBA”).
Revised Rules will be sent to all Members at least ten (10) days prior to becoming effective.

17. Amendments by the MBA. These Rules may be amended by the MBA as follows:

(a) Any Resident Member of the MBA in good standing may submit to the MBA
Board of Directors a request for an amendment to the Rules which must include a
petition containing the signatures of 25% of the Members of the MBA indicating
their support for the amendment;

(b} Upon receipt of the petition with the requisite number of signatures, the MBA will
submit the proposed amendment to the Rules to the Club which shall within 30
days of receipt provide an analysis of the per annum cost, if any, of the proposed
amendment to the Club and a proposed adjustment in the annual rent payable to
the MBA under the Club Lease, if any;
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{(c} Within 43 days after receipt of the Club’s cost analysis as provided in paragraph
b., above, the MBA shall mail ballots to the MBA membership and allow a 30 day
minimum voting period which ballot will include a description of the cost of the
Rule change;

(d) If 67% of the MBA members approve the proposed amendment, then the proposed
amendment will be adopted effective 30 days after the vote and the rent under the
Lease will be adjusted to account for the cost of the amendment to the Club,

18.  Governing Document. If there are any discrepancies, ambiguities, or conflicts
between these Rules and Regulations and the Lease between the MBA and Monroe MBR, LLC dated
March 22, 2018, the Lease shall supersede and govern.
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EXHIBIT E

LEGACY MEMBERSHIP RULES
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EXHIBITE

LEGACY MEMBERSHIP RULES

Under the Terms of the Lease for the Monarch Bay Club between the Monarch Bay Association and
Monroe MBR, LLC, the parties to that Lease have granted a single Legacy Membership for the
benefit of 18 descendants of the Moulton Family (each individual beneficiary of the Legacy
Membership shall hereafter be referred to as a “Descendent Member™). This Legacy Membership
shall be irrevocable except that any Descendent Member shall be subject to the same disciplinary
rules of Resident Members. Each of the Descendent Members shall be provided with a separate
Member’s Club account, a membership card and parking decal, as provided for in the Club Rules
and Regulations.

Classification

Monarch Bay Association and Monroe MBR, LLC acknowledge that the Legacy Membership is
classified as Resident Members. The Legacy Member shall not be considered or labeled as a part of
“Special Members,” or “Nonresident Members.” Legacy Membership shall not be included within
any calculation of Special or Nonresident Members and shall not be a part of any Special or
Nonresident limit or cap.

Legacy Membership Benefits and Fee Limits

Descendent Members shall be subject to the same membership obligations and the same benefits as
are received by “Resident Members.” “Resident Members™ are defined as residents of the Monarch
Bay community.

Restrictions on Use
Descendant Members shall be subject to the same restrictions, rules and regulations governing use
of the Club and its facilities that apply to Resident Members.

Household Residents and Guests of Legacy Member

Each Descedant Member shall be entitled to designate a Descedant Member representative as the
primary member, and all members of such primary member's immediate family residing in the same
household with such primary member, including the spouse of the primary member and any children
under the age of twenty-five (25) years old, shall be entitied to access and use the Monarch Bay
Club. A Descedant Member will fall under the same "guest” policies as Monarch Bay residents.

Member Parties

Descendant Members shall have the same privileges to host parties and other gatherings at the Club
as Resident Members. Descendant Members shall be subject to the same restrictions, rules and
regulations that apply to Resident Members concerning parties and gatherings.

Access and Parking

Descendant Members shall be permitted to access the Club by passenger vehicular access through
the guard gate at the Monarch Bay Property and Beach Club Drive. Each Descendant Member may
use the parking spaces available in the parking area of the Club at any time and at no charge and
expense to the Descendant Member. Descendant Members shall be subject to the same restrictions
on parking that apply to Resident Members.

MONARCH BAY CLUB LEASE AGREEMENT



Eligible Descedant Members

Each of the following three (3) families (individually, a "Legacy Family" and collectively, the
"Legacy Families") shall be entitled to six (6) Descendant Memberships in the Club: (a) Lewis M.
Mathis and his heirs; (b) Jane M. Barnes and her heirs; and {c) Glenn E. Mathis, Jr. and his heirs.
For purposes of determining eligibility for the Descendant Memberships to be granted hereunder,
the term "heirs" shall mean children, grandchildren and other lineal heirs of the designated ancestor,
with the relationship of parent and child determined in accordance with the provisions of California
Probate Code Section 21115 in effect on January 1, 2008.

Legacy Family Representatives

Each Legacy Family shall select one (1) Legacy Family member to act as its representative
("Legacy Family Representative™) to communicate with the Monarch Bay Association or its Tenant
concerning the Descendant Memberships granted to their respective family. Each Legacy Family
Representative shall have full authority to act on behalf of their respective Legacy Family and to
bind their members on all matters and decisions affecting the Legacy Memberships including, but
not limited to, (a) the power to designate up to six (6) members of the Legacy Family who shall be
Descendant Members and (b) the power to make changes in the identity of the Descendant
Members. The initial Legacy Family Representatives shall be Todd W. Mathis, Franklin J. Barnes,
I1I and Jared K. Mathis. Each Legacy Family Representative may give written notice to Monarch
Bay Association and its Tenant identifying the Descendant Members who shall be granted the six
(6) Descendant Memberships allocated to each Legacy Family; provided, however, Monarch Bay
Association acknowledges that the following individuals shall constitute the initial Descendant
Members and initial Legacy Family Representatives of the Legacy Families (with each Legacy
Family Representative reserving the right to designate any remaining Descendant Members at a later
date):

Lewis M, Mathis and Christyn E. Mathis Legacy Family (4 of 6 available designated below)
Lewis M. Mathis

Todd W. Mathis (Legacy Family Representative)

Jeffrey H. Mathis

Stephanie C. Mathis.

Jane M, Barnes and Franklin J. Barnes, Jr. Legacy Family (4 of 6 available designated below)
Jane M. Bames

Franklin J. Barnes, 111 (Legacy Family Representative)

Chelsea Taylor

Scott T. Barnes.

Glenn E. Mathis, Jr. and Marion C. Mathis Legacy Family (4 of 6 available designated below)
Glenn E. Mathis, Jr.

Glenn E. Mathas, 11}

Wade M. Mathis

Jared K. Mathis. (Legacy Family Representative
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EXHIBIT F

SITE MAP OF HOTEL TRAM PATH
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EXHIBIT F

SITE MAP OF HOTEL TRAM PATH
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EXHIBIT G

MONARCH BAY CLUB
FORM OF TENANT'S ESTOPPEL CERTIFICATE
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EXHIBIT G

MONARCH BAY CLUB
FORM OF TENANT'S ESTOPPEL CERTIFICATE

The undersigned as Tenant under that certain Lease (the "Lease") made and entered into as of
, by and between Monarch Bay Association as Landlord, and the
undersigned as Tenant, for Premises known as the Monarch Bay Club and more particularly described
in the Lease attached hereto, certifies as follows:

1. Attached hereto as Exhibit A is a true and correct copy of the Lease and all amendments
and modifications thereto. The documents contained in Exhibit A represent the entire agreement
between the parties as to the Premises.

2. The undersigned currently occupies the Premises described in the Lease, the Lease
Term commenced on , and the Lease Term expires on
and the undersigned has no option to terminate or cancel the Lease or to purchase all or any part of
the Premises, the Building or the Monarch Bay Property.

3. Base Rent becomes payable on

4. The Lease is in full force and effect and has not been modified, supplemented or
amended in any way except as provided in Exhibit A.

5. Tenant has not transferred, assigned, or sublet any portion of the Premises nor entered
into any license or concession agreements with respect thereto except as follows:

6. Tenant shall not modify the documents contained in Exhibit A without the prior written
consent of Landlord’s mortgagee.

7. All monthly installments of Base Rent and all Additional Rent and all monthly
installments of Additional Rent have been paid when due through

8. All conditions of the Lease to be performed by Landlord necessary to the enforceability
of the Lease have been satisfied and Landlord is not in defauit thereunder. In addition, the undersigned
has not delivered any notice to Landlord regarding a default by Landlord thereunder.

9. No Base Rent has been paid more than one calendar quarter, month or year,
respectively, in advance and no security has been deposited with Landlord except as provided in the
Lease.

10. As of the date hereof, there are no existing defenses or offsets, or, to the undersigned's
knowledge, claims or any basis for a claim, that the undersigned has against Landlord.

MONARCH BAY CLUB LEASE AGREEMENT



11. If Tenant is a corporation or partnership, each individual executing this Estoppel
Certificate on behalf of Tenant hereby represents and warrants that Tenant is a duly formed and
existing entity qualified to do business in California and that Tenant has full right and authority to
execute and deliver this Estoppel Certificate and that each person signing on behalf of Tenant is
authorized to do so.

12. There are no actions pending against the undersigned under the bankruptcy or similar
laws of the United States or any state.

13.  Other than in compliance with al} applicable laws and incidental to the ordinary course
of the use of the Premises, the undersigned has not used or stored any hazardous substances in the
Premises.

14.  There is no tenant improvement work to be performed by Landlord under the Lease.

The undersigned acknowledges that this Estoppel Certificate may be delivered to Landlord or
to a prospective mortgagee or prospective purchaser, and acknowledges that said prospective
mortgagee or prospective purchaser will be relying upon the statements contained herein in making
the loan or acquiring the property of which the Premises are a part and that receipt by it of this
certificate is a condition of making such loan or acquiring such property.

Executed at on the day of

“Tenant™:

By:
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