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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2017

Commission File Number: 000-53650

Lightstone Value Plus Real Estate Investment Trust V, Inc.

(Formerly Behringer Harvard Opportunity REIT II, Inc.)
(Exact Name of Registrant as Specified in Its Charter)

Maryland 20-8198863
(State or other jurisdiction of incorporation or organization) (LR.S. Employer Identification No.)

1985 Cedar Bridge Avenue, Suite 1, Lakewood, New Jersey 08701
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (888) 808-7348

Indicate by check mark whether the Registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports)
and (2) has been subject to such filing requirements for the past 90 days. Yes [XI No [J

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).

Yes [X] No [

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting
company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting
company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act:

99 ¢

Large accelerated filer O Accelerated filer O
Non-accelerated filer XI (Do not check if a smaller reporting company) Smaller reporting company [
Emerging growth company [

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. [J

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes I No

As of August 9, 2017, the Registrant had 24,996,586 shares of common stock outstanding.
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Item 1. Financial Statements.

Real estate
Land and improvements, net
Building and improvements, net
Total real estate

Cash and cash equivalents
Restricted cash

Accounts receivable, net

Prepaid expenses and other assets

PART 1
FINANCIAL INFORMATION

Lightstone Value Plus Real Estate Investment Trust V, Inc.

(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Consolidated Balance Sheets
(in thousands, except share and per share amounts)

Investment in unconsolidated joint venture
Furniture, fixtures and equipment, net

Lease intangibles, net
Total Assets

Notes payable, net

Accounts payable

Payables to related parties
Acquired below-market leases, net

Distributions payable to noncontrolling interest

Income taxes payable
Deferred gain

Accrued and other liabilities
Total liabilities
Stockholders' Equity:
outstanding

outstanding

respectively
Additional paid-in-capital

Accumulated other comprehensive loss

Accumulated deficit
Total Company stockholders' equity

Noncontrolling interest

June 30, 2017 December 31, 2016
(Unaudited)
Assets
$ 42,437 $ 42,710
129,096 132,359
171,533 175,069
64,890 67,111
4,886 6,101
2,309 1,415
847 1,051
14,658 14,658
2,371 3,148
308 352
$ 261,802 § 268,905
Liabilities and Stockholders' Equity
$ 138,004 $ 142,332
474 491
145 370
59 65
18 21
46 38
964 1,247
6,790 5,702
146,500 150,266
Preferred stock, $.0001 par value per share; 50,000,000 shares authorized, none issued and

Convertible stock, $.0001 par value per share; 1,000 shares authorized, 1,000 issued and i _

Common stock, $.0001 par value per share; 350,000,000 shares authorized, 24,996,586 and
25,218,770 shares issued and outstanding at June 30, 2017 and December 31, 2016, 3 3
226,744 227,891

(208) (495)
(117,061) (114,666)

109,478 112,733
5,824 5,906
115,302 118,639

Total Stockholder's Equity
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Total Liabilities and Stockholders' Equity $ 261,802 § 268,905

See Notes to Consolidated Financial Statements.
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Lightstone Value Plus Real Estate Investment Trust V, Inc.
(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Consolidated Statements of Operations and Comprehensive Income (Loss)

(in thousands, except per share amounts)

(Unaudited)

For the Three Months Ended June 30, For the Six Months Ended June 30,

2017 2016 2017 2016
Revenues

Rental revenues $ 6,151 7,531 $ 12,223 14,850

Hotel revenues 5,209 4,162 10,554 9,293
Total revenues 11,360 11,693 22,777 24,143
Expenses

Property operating expenses 1,974 2,210 4,061 4,493

Hotel operating expenses 3,676 3,262 7,246 6,710

Interest expense, net 1,773 1,607 3,242 3,131

Real estate taxes 1,118 1,451 2,225 2,916

Property management fees 363 376 758 790

Asset management fees 510 605 1,019 1,219

General and administrative 963 739 1,761 1,541

Depreciation and amortization 2,568 2,615 5,146 5,780
Total expenses 12,945 12,865 25,458 26,580
Interest income, net 65 19 127 33
Other income (expense) 3 (73) 4 211
Loss before gain on sale of real estate (1,517) (1,226) (2,550) (2,193)

Gain on sale of real estate - - 282 -
Net loss (1,517) (1,226) (2,268) (2,193)
Net (income) loss attributable to the
noncontrolling interest (22) o1 (127) 5)
Net loss attributable to the Company's shares $ (1,539) (1,165) $ (2,395) (2,238)
Weighted average shares outstanding:

Basic and diluted 25,026 25,466 25,098 25,510
Basic and diluted loss per share $ (0.06) (0.05) $ (0.10) (0.09)
Comprehensive income (loss):

Net loss $ (1,517) (1,226) $ (2,268) (2,193)
Other comprehensive income (loss):

Foreign currency translation gain (loss) 233 (88) 287 69
Total other comprehensive income (loss) 233 (88) 287 69
Comprehensive loss (1,284) (1,314) (1,981) (2,124)

Comprehensive (income) loss attributable to

noncontrolling interest ) 61 () (43)
Comprehensive loss attributable to the 3 (1,306) (1253) $ (2.108) (2.169)

Company's shares

See Notes to Consolidated Financial Statements.
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BALANCE, December
31,2016

Net (loss) income
Contributions from
noncontrolling interest
holders

Distributions to
noncontrolling interest
holders

Redemption and
cancellation of shares
Foreign currency

translation gain

BALANCE, June 30,
2017

Lightstone Value Plus Real Estate Investment Trust V, Inc.
(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Consolidated Statement of Stockholders’ Equity
(in thousands)

(Unaudited)
Additional Total
Convertible Stock Common Stock Paid-In Accumulated Other Noncontrolling Stockholders'
Shares Amount Shares Amount Capital  Comprehensive Loss Accumulated Deficit Interests Equity
1 $ - 25219 $ 3§ 227,891 $ (495) $ (114,666) $ 5,906 $ 118,639
- - - - - - (2,395) 127 (2,268)
- - - - - - 30 30
- - - - - - - (239) (239)
- - (222) - (1,147) - - - (1,147)
- - - - - 287 - - 287
1 S - 24997 $ 3§ 226,744 $ (208) $ (117,061) $ 5,824 § 115,302

See Notes to Consolidated Financial Statements.
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Lightstone Value Plus Real Estate Investment Trust V, Inc.

(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Consolidated Statements of Cash Flows
(in thousands)
(Unaudited)

For the Six Months Ended June 30,

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization
Amortization of deferred financing fees
Loss on derivatives
Gain on sale of real estate
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable
Income taxes payable
Accrued and other liabilities
Payables to related parties
Lease intangibles

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment in unconsolidated joint venture
Additions of real estate and furniture, fixtures, and equipment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on notes payable
Proceeds from notes payable
Financing costs
Redemptions of common stock
Distributions paid on common stock
Contributions from noncontrolling interest holders
Distributions to noncontrolling interest holders

Net cash used in financing activities

Effect of exchange rate changes on cash, cash equivalents, and restricted cash

Net change in cash, cash equivalents restricted cash
Cash, cash equivalents restricted cash, beginning of year

Cash, cash equivalents restricted cash, end of period $
Supplemental cash flow information for the periods indicated is as follows:

Cash paid for interest, net of amounts capitalized

Income taxes paid, net

Capital expenditures for real estate in accounts payable

Capital expenditures for real estate in accrued liabilities

Accrued distributions to noncontrolling interest

2017 2016
(2,268) $ (2,193)

5,065 5,701

289 275

2

(282) -

(762) 772

204 503

(16) 198

9 (35)

1,147 (411)

(356) (124)

10) (51

3,020 4,637

: (176)

(851) (1,266)

(851) (1,442)

(39,068) (872)

36,000 -

(1,465) -

(1,147) (680)

- (38,378)

30 60

(242) (691)

(5,892) (40,561)

287 96

(3,436) (37,270)

73,212 81,396

69,776 $ 44,126

$ 1,484 § 2,947
$ - $ 60
$ - 8 9
$ - $ 72
$ 18 $ 18
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See Notes to Consolidated Financial Statements.
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Lightstone Value Plus Real Estate Investment Trust V, Inc.
(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Notes to Consolidated Financial Statements
(Unaudited)

1. Business and Organization
Business

Behringer Harvard Opportunity REIT II, Inc., which changed its name to Lightstone Value Plus Real Estate Investment Trust V,
Inc. effective July 20, 2017 (which may be referred to as the “Company,” “we,” “us,” or “our”), was organized as a Maryland
corporation on January 9, 2007 and has elected to be taxed, and currently qualifies, as a real estate investment trust (“REIT”) for federal

income tax purposes.

We were formed primarily to acquire and operate commercial real estate and real estate-related assets on an opportunistic and
value-add basis. In particular, we have focused generally on acquiring commercial properties with significant possibilities for capital
appreciation, such as those requiring development, redevelopment, or repositioning, those located in markets and submarkets with high
growth potential, and those available from sellers who are distressed or face time-sensitive deadlines. We have acquired a wide variety
of commercial properties, including office, industrial, retail, hospitality, and multifamily. We have purchased existing, income-
producing properties, and newly-constructed properties. We have also invested in a mortgage loan and a mezzanine loan. We intend to
hold the various real properties in which we have invested until such time as our board of directors determines that a sale or other
disposition appears to be advantageous to achieve our investment objectives or until it appears that the objectives will not be met. As of
June 30, 2017, we had eight real estate investments, seven of which were consolidated through investments in joint ventures.

Substantially all of our business is conducted through Behringer Harvard Opportunity OP II LP, a limited partnership organized in
Delaware (the “Operating Partnership”). As of June 30, 2017, our wholly-owned subsidiary, BHO II, Inc., a Delaware corporation,
owned a 0.1% partnership interest in the Operating Partnership as its sole general partner. As of June 30, 2017, our wholly-owned
subsidiary, BHO Business Trust II, a Maryland business trust, was the sole limited partner of the Operating Partnership and owned the
remaining 99.9% interest in the Operating Partnership.

Our business has been managed by an external advisor since the commencement of our initial public offering, and we
have no employees. From January 4, 2008 through February 10, 2017, an affiliate of Stratera Services, LLC, formerly known as
“Behringer Harvard Holdings, LLC” (“Behringer”), acted as our external advisor (the “Behringer Advisor”). On February 10, 2017, we
terminated our engagement of the Behringer Advisor and engaged affiliates of the Lightstone Group (“Lightstone”), LSG-BH II Advisor
LLC and LSG Development Advisor LLC (collectively, the “Advisor”), to provide advisory services to us. The external advisor is
responsible for managing our day-to-day affairs and for services related to the management of our assets.

Organization

In connection with our initial capitalization, we issued 22,471 shares of our common stock and 1,000 shares of our convertible
stock to Behringer on January 19, 2007. Behringer transferred its shares of convertible stock to one of its affiliates on April 2, 2010.
Behringer transferred its shares of convertible stock to an affiliate of Lightstone on February 10, 2017. As of June 30, 2017, we had 25.0
million shares of common stock outstanding and 1,000 shares of convertible stock outstanding. The outstanding convertible stock is
held by an affiliate of Lightstone.
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Lightstone Value Plus Real Estate Investment Trust V, Inc.
(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Notes to Consolidated Financial Statements
(Unaudited)

Our common stock is not currently listed on a national securities exchange. The timing of a liquidity event for our stockholders
will depend upon then prevailing market conditions. We previously targeted the commencement of a liquidity event within six years
after the termination of our initial public offering, which occurred on July 3, 2011. On June 29, 2017, our board of directors elected to
extend the targeted timeline an additional six years until June 30, 2023 based on their assessment of our investment objectives and
liquidity options for our stockholders. However, we can provide no assurances as to the actual timing of the commencement of a
liquidity event for our stockholders or the ultimate liquidation of the Company. We will seek stockholder approval prior to liquidating
our entire portfolio.

2. Interim Unaudited Financial Information

The accompanying unaudited interim consolidated financial statements and related notes should be read in conjunction with the
audited consolidated financial statements and related notes as contained in the Company’s Annual Report on Form 10-K for the fiscal
year ended December 31, 2016, which was filed with the Securities and Exchange Commission (the “SEC”) on March 16, 2017. The
unaudited interim consolidated financial statements include all adjustments (consisting only of normal recurring adjustments) and
accruals necessary in the judgment of management for a fair presentation of the results for the periods presented. The accompanying
unaudited consolidated financial statements of Lightstone Value Plus Real Estate Investment Trust V, Inc. have been prepared in
accordance with accounting principles generally accepted in the United States of America (“GAAP”) for interim financial information
and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and
footnotes required by GAAP for complete financial statements.

The consolidated balance sheet as of December 31, 2016 included herein has been derived from the consolidated balance sheet
included in the Company's Annual Report on Form 10-K.

The unaudited consolidated statements of operations for interim periods are not necessarily indicative of results for the full year or
any other period.

In the Notes to Consolidated Financial Statements, all dollar and share amounts are in thousands of dollars and shares, respectively,
unless otherwise noted.

3. Summary of Significant Accounting Policies
Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. The most significant assumptions and
estimates relate to the valuation of real estate, depreciable lives, and revenue recognition. Application of these assumptions requires the
exercise of judgment as to future uncertainties and, as a result, actual results could differ from these estimates.

Principles of Consolidation and Basis of Presentation

Our consolidated financial statements include our accounts and the accounts of other subsidiaries over which we have control. All
inter-company transactions, balances, and profits have been eliminated in consolidation. In addition, interests in entities acquired are
evaluated based on applicable GAAP, and entities deemed to be variable interest entities (“VIE”) in which we are the primary
beneficiary are also consolidated. If the interest in the entity is determined not to be a VIE, then the entity is evaluated for consolidation
based on legal form, economic substance, and the extent to which we have control, substantive participating rights or both under the
respective ownership agreement. For entities in which we have less than a controlling interest or entities which we are not deemed to be
the primary beneficiary, we account for the investment using the equity method of accounting.
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Lightstone Value Plus Real Estate Investment Trust V, Inc.
(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Notes to Consolidated Financial Statements
(Unaudited)

There are judgments and estimates involved in determining if an entity in which we have made an investment is a VIE and, if so,
whether we are the primary beneficiary. The entity is evaluated to determine if it is a VIE by, among other things, calculating the
percentage of equity being risked compared to the total equity of the entity. Determining expected future losses involves assumptions of
various possibilities of the results of future operations of the entity, assigning a probability to each possibility, and using a discount rate
to determine the net present value of those future losses. A change in the judgments, assumptions, and estimates outlined above could
result in consolidating an entity that should not be consolidated or accounting for an investment using the equity method that should in
fact be consolidated, the effects of which could be material to our consolidated financial statements.

Real Estate

Accumulated depreciation and amortization related to our consolidated investments in real estate assets and intangibles were as
follows:

Buildings and Land and . Acquired Below-
June 30, 2017 Improvements Improvements Lease Intangibles Market Leases
Cost $ 164,695 § 45917 § 1,610 $ 137)
Less: depreciation and amortization (35,599) (3,480) (1,302) 78
Net $ 129,096 § 42,437 § 308 $ (59)
December 31, 2016 Buildings and Land and Lease Intangibles Acquired Below-

Improvements Improvements Market Leases
Cost $ 164,087 § 45885 § 1,599 $ 137)
Less: depreciation and amortization (31,728) (3,175) (1,247) 72
Net $ 132,359 § 42,710 § 352§ (65)

We amortize the value of in-place leases, in-place tenant improvements, and in-place leasing commissions to expense over the
initial term of the respective leases. In no event does the amortization period for intangible assets or liabilities exceed the remaining
depreciable life of the building. Should a tenant terminate its lease, the unamortized portion of the acquired lease intangibles related to
that tenant would be charged to expense.

Real Estate Held for Sale

We classify properties as held for sale when certain criteria are met in accordance with GAAP. At that time, we present the assets
and obligations of the property held for sale separately in our consolidated balance sheet and we cease recording depreciation and
amortization expense related to that property. Properties held for sale are reported at the lower of their carrying amount or their
estimated fair value, less estimated costs to sell. We did not have any real estate assets classified as held for sale as of June 30, 2017 or
December 31, 2016.

Restricted Cash

As required by our lenders, restricted cash is held in escrow accounts for anticipated capital expenditures, real estate taxes, and
other reserves for our consolidated properties. Capital reserves are typically utilized for non-operating expenses such as tenant
improvements, leasing commissions, and major capital expenditures. Alternatively, a lender may require its own formula for an escrow
of capital reserves.
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Lightstone Value Plus Real Estate Investment Trust V, Inc.
(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Notes to Consolidated Financial Statements
(Unaudited)

We early adopted the new Financial Accounting Standards Board (“FASB”) guidance on December 31, 2016, which changed the
presentation of our statements of cash flows and related disclosures for all periods presented and accordingly, the following is a
summary of our cash, cash equivalents, and restricted cash total as presented in our statements of cash flows for the six months ended
June 30, 2016:

June 30,2016
Cash and cash equivalents $ 38,896
Restricted cash 5,230
Total cash, cash equivalents and restricted
5 ;)SE cash, cash equivalents and restricte $ 44,126

Investment Impairment

For all of our real estate and real estate-related investments, we monitor events and changes in circumstances indicating that the
carrying amounts of the real estate assets may not be recoverable. Examples of the types of events and circumstances that would cause
management to assess our assets for potential impairment include, but are not limited to: a significant decrease in the market price of an
asset; a significant adverse change in the manner in which the asset is being used; an accumulation of costs in excess of the acquisition
basis plus construction of the property; major vacancies and the resulting loss of revenues; natural disasters; a change in the projected
holding period; legitimate purchase offers; and changes in the global and local markets or economic conditions. To the extent that our
portfolio is concentrated in limited geographic locations, downturns specifically related to such regions may result in tenants defaulting
on their lease obligations at those properties within a short time period, which may result in asset impairments. When such events or
changes in circumstances are present, we assess potential impairment by comparing estimated future undiscounted operating cash flows
expected to be generated over the life of the asset and from its eventual disposition to the carrying amount of the asset. These projected
cash flows are prepared internally by the Advisor and reflect in-place and projected leasing activity, market revenue and expense growth
rates, market capitalization rates, discount rates, and changes in economic and other relevant conditions. The Company’s principal
executive officer and principal financial officer review these projected cash flows to assure that the valuation is prepared using
reasonable inputs and assumptions that are consistent with market data or with assumptions that would be used by a third-party market
participant and assume the highest and best use of the investment. We consider trends, strategic decisions regarding future development
plans, and other factors in our assessment of whether impairment conditions exist. In the event that the carrying amount exceeds the
estimated future undiscounted operating cash flows, we recognize an impairment loss to adjust the carrying amount of the asset to
estimated fair value. While we believe our estimates of future cash flows are reasonable, different assumptions regarding factors such
as market rents, economic conditions, and occupancy rates could significantly affect these estimates.

In evaluating our investments for impairment, management may use appraisals and make estimates and assumptions, including, but
not limited to, the projected date of disposition of the properties, the estimated future cash flows of the properties during our ownership,
and the projected sales price of each of the properties. A future change in these estimates and assumptions could result in understating
or overstating the carrying value of our investments, which could be material to our financial statements. In addition, we may incur
impairment charges on assets classified as held for sale in the future if the carrying amount of the asset upon classification as held for
sale exceeds the estimated fair value, less costs to sell.

We also evaluate our investments in unconsolidated joint ventures at each reporting date. If we believe there is an other than
temporary decline in market value, we will record an impairment charge based on these evaluations. We assess potential impairment by
comparing our portion of estimated future undiscounted operating cash flows expected to be generated by the joint venture over the life
of the joint venture’s assets to the carrying amount of the joint venture. In the event that the carrying amount exceeds our portion of
estimated future undiscounted operating cash flows, we recognize an impairment loss to adjust the carrying amount of the joint venture
to its estimated fair value.
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Lightstone Value Plus Real Estate Investment Trust V, Inc.
(Formerly Behringer Harvard Opportunity REIT II, Inc.)
Notes to Consolidated Financial Statements
(Unaudited)

We believe the carrying value of our operating real estate assets and our investment in an unconsolidated joint venture is currently
recoverable. There were no impairment charges for the six months ended June 30, 2017 and 2016. However, if market conditions
worsen unexpectedly or if changes in our strategy significantly affect any key assumptions used in our fair value calculations, we may
need to take charges in future periods for impairments related to our existing investments. Any such non-cash charges would have an
adverse effect on our consolidated financial position and results of operations.

Investment in Unconsolidated Joint Venture

We provide funding to third-party developers for the acquisition, development, and construction of real estate (“ADC
Arrangement”). Under an ADC Arrangement, we may participate in the residual profits of the project through the sale or refinancing of
the property. We evaluate this arrangement to determine if it has characteristics similar to a loan or if the characteristics are more
similar to a joint venture or partnership such as participating in the risks and rewards of the project as an owner or an investment
partner. When we determine that the characteristics are more similar to a jointly-owned investment or partnership, we account for the
arrangement as an investment in an unconsolidated joint venture under the equity method of accounting or a direct investment
(consolidated basis of accounting) instead of applying loan accounting. The ADC Arrangement is reassessed at each reporting period.
See Note 8, Investment in Unconsolidated Joint Venture, for further discussion.

Revenue Recognition

We recognize rental income generated from leases of our operating properties on a straight-line basis over the terms of the
respective leases, including the effect of rent holidays, if any. Leases associated with our multifamily, student housing, and hotel assets
are generally short-term in nature, and thus have no straight-line rent.

Hotel revenue is derived from the operations of the Courtyard Kauai Coconut Beach Hotel and consists primarily of guest room,
food and beverage, and other ancillary revenues such as laundry and parking. Hotel revenue is recognized as the services are rendered.

Accounts Receivable

Accounts receivable primarily consist of receivables related to our consolidated properties of $2.3 million and $1.4 million as of
June 30, 2017 and December 31, 2016, respectively, and included straight-line rental revenue receivables of $0.4 million as of June 30,
2017 and December 31, 2016. The allowance for doubtful accounts was insignificant as of both June 30, 2017 and December 31, 2016.

Furniture, Fixtures, and Equipment

Furniture, fixtures, and equipment are recorded at cost and are depreciated according to the Company’s capitalization policy, which
uses the straight-line method over their estimated useful lives of five to seven years. Furniture, fixtures, and equipment associated with
properties classified as held for sale are not depreciated. Maintenance and repairs are charged to operations as incurred. Accumulated
depreciation associated with our furniture, fixtures, and equipment was $10.9 million and $9.9 million as of June 30, 2017 and
December 31, 2016, respectively.

Deferred Financing Fees
Deferred financing fees are recorded at cost, accounted for as a reduction to notes payable, and are amortized to interest expense

using a straight-line method that approximates the effective interest method over the life of the related debt. Deferred financing fees, net
were $2.0 million and $0.8 million as of June 30, 2017 and December 31, 2016, respectively.
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Income Taxes

We have elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended (the
“Code”), and have qualified as a REIT since the year ended December 31, 2008. To qualify as a REIT, we must meet a number of
organizational and operational requirements, including a requirement that we distribute at least 90% of our REIT taxable income to our
stockholders. As a REIT, we generally will not be subject to federal income tax at the corporate level. We are organized and operate in
such a manner as to qualify for taxation as a REIT under the Code and intend to continue to operate in such a manner, but no assurance
can be given that we will operate in a manner so as to qualify or remain qualified as a REIT. Taxable income from non-REIT activities
managed through a taxable REIT subsidiary (“TRS”) is subject to applicable federal, state, and local income and margin taxes. We
currently have no taxable income associated with a TRS. Our operating partnerships are flow-through entities and are not subject to
federal income taxes at the entity level.

We did not record any income tax during the three and six months ended June 30, 2017 and 2016.

We have reviewed our tax positions under GAAP guidance that clarify the relevant criteria and approach for the recognition and
measurement of uncertain tax positions. The guidance prescribes a recognition threshold and measurement attribute for the financial
statement recognition of a tax position taken, or expected to be taken, in a tax return. A tax position may only be recognized in the
financial statements if it is more likely than not that the tax position will be sustained upon examination. We believe it is more likely
than not that the tax positions taken relative to our federal tax status as a REIT will be sustained in any tax examination.

Foreign Currency Translation

For our international investments where the functional currency is other than the U.S. dollar, assets and liabilities are translated
using period-end exchange rates, while the statement of operations amounts are translated using the average exchange rates for the
respective period. Gains and losses resulting from the change in exchange rates from period to period are reported separately as a
component of other comprehensive income (loss). Gains and losses resulting from foreign currency transactions are included in the
consolidated statements of operations and comprehensive income (loss).

Upon the substantial liquidation of our investment in a foreign entity, the cumulative translation adjustment (“CTA”) balance is
required to be released into earnings. In accordance with Accounting Standards Update (“ASU”) 2013-05, upon disposal of the property,
we recognize the CTA as an adjustment to the resulting gain or loss on sale.

The Euro was the functional currency for the operations of Alte Jakobstrae (“AJS”) and Holstenplatz, which were both sold in
2015. As a result of the sale of AJS and Holstenplatz, we no longer have foreign operations. However, we still maintain a Euro-
denominated bank account that is comprised primarily of the remaining undistributed proceeds from the sale of these properties, which
we translate into U.S. dollars at the current exchange rate at each reporting period. As of June 30, 2017, we maintained approximately
$4.4 million in Euro-denominated accounts. For the three and six months ended June 30, 2017, the foreign currency translation
adjustment was a gain of $0.2 million and $0.3 million, respectively. For the three and six months ended June 30, 2016, the foreign
currency translation adjustment was a loss of $0.1 million and a gain of $0.1 million, respectively.

Concentration of Credit Risk
As of June 30, 2017 and December 31, 2016, we had cash and cash equivalents deposited in certain financial institutions in excess
of federally insured levels. We have diversified our cash and cash equivalents among several banking institutions in an attempt to

minimize exposure to any one of these entities. We regularly monitor the financial stability of these financial institutions and believe
that we are not exposed to any significant credit risk in cash and cash equivalents or restricted cash.
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Geographic and Asset Type Concentration

Our investments may at times be concentrated in certain asset types that are subject to higher risk of foreclosure, or secured by
assets concentrated in a limited number of geographic locations. For the six months ended June 30, 2017, 46% and 15% of our total
revenues were derived from our properties located in Hawaii and Florida, respectively. Additionally, 46%, 29%, and 20% of our total
revenues for the six months ended June 30, 2017 were from our hotel, multifamily, and student housing investments, respectively. To
the extent that our portfolio is concentrated in limited geographic regions or types of assets, downturns relating generally to such region
or type of asset may result in defaults on a number of our investments within a short time period, which may reduce our net income and
the value of our common stock and accordingly limit our ability to fund our operations.

Noncontrolling Interest

Noncontrolling interest represents the noncontrolling ownership interest’s proportionate share of the equity in our consolidated real
estate investments. Income and losses are allocated to noncontrolling interest holders based generally on their ownership percentage.
If a property reaches a defined return threshold, then it will result in distributions to noncontrolling interest which is different from the
standard pro-rata allocation percentage. In certain instances, our joint venture agreement provides for liquidating distributions based on
achieving certain return metrics (“promoted interest”).

Earnings per Share

The Company had no potentially dilutive securities outstanding during the periods presented. Accordingly, earnings per share is
calculated by dividing net income (loss) by the weighted-average number of shares of common stock outstanding during the applicable
period.

4. New Accounting Pronouncements
New Accounting Pronouncements to be Adopted

In May 2014, the FASB issued an update (“ASU 2014-09”) to ASC Topic 606, Revenue from Contracts with Customers. ASU
2014-09 outlines a single comprehensive model for entities to use in accounting for revenue arising from contracts with customers and
supersedes most of the existing revenue recognition guidance. The new guidance will require companies to apply a five-step model in
accounting for revenue arising from contracts with customers, as well as enhance disclosures regarding revenue recognition. Lease
contracts will be excluded from this revenue recognition criteria; however, the sale of real estate will be required to follow the new
model. ASU 2014-09 is effective for public companies for interim and annual reporting periods beginning after December 15, 2017.
Either full retrospective adoption or modified retrospective adoption is permitted. We do not expect that the adoption of this
pronouncement will have a material effect on our consolidated financial statements; however, we will continue to evaluate this
assessment until the guidance becomes effective.

During the quarter ended June 30, 2016, the FASB issued subsequent updates to ASU 2014-09. In April 2016, the FASB issued an
update (“ASU 2016-10") to ASC Topic 606, Revenue from Contracts with Customers, Identifying Performance Obligations and
Licensing. In May 2016, the FASB issued an update (“ASU 2016-12"") to ASC Topic 606, Revenue from Contracts with Customers,
Narrow-Scope Improvement and Practical Expedients. The amendments in these updates did not change the core principle of the
guidance in Topic 606; rather, they added improvements to reduce the diversity in practice at initial application and the cost and
complexity of applying Topic 606 both at transition and an ongoing basis. The areas affected include: assessing the collectability
criteria; presentation of sales taxes and other similar taxes collected from customers; noncash consideration; contract modification and
completed contracts at transition; and technical correction as it relates to retrospective application and disclosure. The new guidance is
effective January 1, 2018 and allows full or modified retrospective application. We do not expect the adoption of ASU 2016-10 and
ASU 2016-12 to have a material effect on our consolidated financial statements; however, we will continue to evaluate this assessment
until the guidance becomes effective.
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In February 2016, the FASB issued an update (“ASU 2016-02"") to ASC Topic 842, Leases. ASU 2016-02 supersedes the existing
lease accounting model, and modifies both lessee and lessor accounting. The new guidance will require lessees to recognize a liability to
make lease payments and a right-of-use asset, initially measured at the present value of lease payments, for both operating and financing
leases, with classification affecting the pattern of expense recognition in the statement of earnings. For leases with a term of 12 months
or less, lessees will be permitted to make an accounting policy election by class of underlying asset to not recognize lease liabilities and
lease assets. Under this new pronouncement, lessor accounting will be largely unchanged from existing GAAP. The new standard will
be effective January 1, 2019, with early adoption permitted. We do not expect that the adoption of this pronouncement will have a
material effect on our consolidated financial statements; however, we will continue to evaluate this assessment until the guidance
becomes effective.

In June 2016, the FASB issued an update (“ASU 2016-13") to ASC Topic 326, Credit Losses. This amended guidance requires
measurement and recognition of expected credit losses for financial assets held at the reporting date based on historical experience,
current conditions, and reasonable and supportable forecasts. This is different from the current guidance as this will require immediate
recognition of estimated credit losses expected to occur over the remaining life of many financial assets. Financial assets that are
measured at amortized cost will be required to be presented at the net amount expected to be collected with an allowance for credit
losses deducted from the amortized cost basis. Generally, the pronouncement requires a modified retrospective method of adoption. This
guidance is effective for fiscal years and interim periods within those years beginning after December 15, 2019, with early adoption
permitted. We are currently evaluating the impact this guidance will have on our consolidated financial statements when adopted.

In January 2017, the FASB issued an update (“ASU 2017-01") to ASC Topic 805, Business Combinations, Clarifying the
Definition of a Business. The guidance clarifies the definition of a business and assists in the evaluation of whether a transaction will be
accounted for as an acquisition of an asset or as a business combination. The guidance provides a test to determine when a set of assets
and activities acquired is not a business. When substantially all of the fair value of the gross assets acquired is concentrated in a single
identifiable asset or group of similar identifiable assets, the set is not a business. Under the updated guidance, an acquisition of a single
property will likely be treated as an asset acquisition as opposed to a business combination and associated transaction costs will be
capitalized rather than expensed as incurred. Additionally, assets acquired, liabilities assumed, and any noncontrolling interest will be
measured at their relative fair values. This guidance is effective for fiscal years and interim periods within those years beginning after
December 15, 2017, with early adoption permitted, including for interim or annual periods for which financial statements have not yet
been issued. Upon adoption of this guidance, we anticipate future acquisitions of real estate assets, if any, will likely qualify as an asset
acquisition. Therefore, any future transactions costs associated with an asset acquisition will be capitalized and accounted for in
accordance with the guidance in ASU 2017-01.

5. Assets and Liabilities Measured at Fair Value

Fair value measurements are determined based on the assumptions that market participants would use in pricing the asset or
liability. As a basis for considering market participant assumptions in fair value measurements, a fair value hierarchy that distinguishes
between market participant assumptions based on market data obtained from sources independent of the reporting entity (observable
inputs that are classified within Levels 1 and 2 of the hierarchy) and the reporting entity’s own assumptions about market participant
assumptions (unobservable inputs classified within Level 3 of the hierarchy) has been established.
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Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets and liabilities that we have the ability to
access. Level 2 inputs are inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly
or indirectly. Level 2 inputs may include quoted prices for similar assets and liabilities in active markets, as well as inputs that are
observable for the asset or liability (other than quoted prices), such as interest rates, foreign exchange rates, and yield curves that are
observable at commonly quoted intervals. Level 3 inputs are unobservable inputs for the asset or liability that are typically based on an
entity’s own assumptions, as there is little, if any, related market activity. In instances where the determination of the fair value
measurement is based on inputs from different levels of the fair value hierarchy, the level in the fair value hierarchy within which the
fair value measurement falls is based on the lowest level input that is significant to the fair value measurement in its entirety. Our
assessment of the significance of a particular input to the fair value measurement in its entirety requires judgment and considers factors
specific to the asset or liability.

Recurring Fair Value Measurements

Currently, we use interest rate swaps and caps to manage our interest rate risk. The valuation of these instruments is determined
using widely accepted valuation techniques, including discounted cash flow analysis on the expected cash flows of each derivative.
This analysis reflects the contractual terms of the derivatives, including the period to maturity, and uses observable market-based inputs,
including interest rate curves, implied volatilities, and foreign currency exchange rates.

We incorporate credit valuation adjustments to appropriately reflect both our own nonperformance risk and the respective
counterparty’s nonperformance risk in the fair value measurements. Although we have determined that the majority of the inputs used
to value our derivatives fall within Level 2 of the fair value hierarchy, the credit valuation adjustments associated with our derivatives
utilize Level 3 inputs, such as estimates of current credit spreads, to evaluate the likelihood of default by itself and its counterparties.
However, as of June 30, 2017, we have assessed the significance of the impact of the credit valuation adjustments on the overall
valuation of our derivative positions and have determined that the credit valuation adjustments are not significant to the overall
valuation of our derivatives. As a result, we have determined that our derivative valuations in their entirety are classified in Level 2 of
the fair value hierarchy.

As of June 30, 2017, Courtyard Kauai Coconut Beach Hotel was our only remaining asset with an interest rate cap and it had a
nominal value.

Derivative financial instruments classified as assets are included in prepaid expenses and other assets on the accompanying
consolidated balance sheets.

Nonrecurring Fair Value Measurements

There were no impairment charges recorded during the six months ended June 30, 2017 and 2016.
6. Financial Instruments not Reported at Fair Value

We determined the following disclosure of estimated fair values using available market information and appropriate valuation
methodologies. However, considerable judgment is necessary to interpret market data and develop the related estimates of fair value.

The use of different market assumptions or only estimation methodologies may have a material effect on the estimated fair value
amounts.
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As of June 30, 2017 and December 31, 2016, management estimated that the carrying value of cash and cash equivalents, restricted
cash, accounts receivable, prepaid expenses and other assets, accounts payable, accrued and other liabilities, payables/receivables from
related parties, and distributions payable to noncontrolling interests were at amounts that reasonably approximated their fair value based
on their highly-liquid nature and short-term maturities. The fair value of the notes payable is categorized as a Level 2 in the fair value
hierarchy. The fair value was estimated using a discounted cash flow analysis valuation on the borrowing rates currently available for
loans with similar terms and maturities. The fair value of the notes payable was determined by discounting the future contractual
interest and principal payments by a market rate. Disclosure about fair value of financial instruments is based on pertinent information
available to management as of June 30, 2017 and December 31, 2016.

Carrying amounts of our notes payable and the related estimated fair value as of June 30, 2017 and December 31, 2016 are as
follows:

As of June 30, 2017 As of December 31, 2016
. Estimated Fair . Estimated Fair
Carrying Amount Value Carrying Amount Value
Mortgages payable $ 139,967 $ 142,721 $ 143,119 $ 146,790

7. Real Estate and Real Estate-Related Investments

As of June 30, 2017, we consolidated seven real estate assets in our consolidated balance sheet. The following table presents certain
information about our consolidated investments as of June 30, 2017:

Ownership

Property Name Description Location Date Acquired Interest

Gardens Medical Pavilion Medlc.al .ofﬁce Palm Beach October 20, 2010 82%
building Gardens, Florida

Courtyard Kauai Coconut Beach Hotel Hotel Kauai, Hawaii October 20, 2010 80%
LG IE thé;fl (]))Wﬂhomes at River Student housing Athens, Georgia April 25, 2011 85%
Lakes of Margate Multifamily Margate, Florida October 19, 2011 92.5%
Arbors Harbor Town Multifamily Memphis, Tennessee December 20, 2011 94%
22 Exchange Student housing Akron, Ohio April 16, 2013 90%
Arcadian Sugar Land (“Parkside”) Multifamily Sugar Land, Texas August 8, 2013 90%

8. Investment in Unconsolidated Joint Venture

We provided mezzanine financing totaling $15.3 million to an unaffiliated third-party entity (the “Borrower”) that owns an
apartment complex in Denver, Colorado (the “Huron”). The Borrower also has a senior construction loan with a third-party
construction lender (the “Senior Lender”) in an aggregate original principal amount of $40 million. The senior construction loan is
guaranteed by the owners of the developer. We also have a personal guaranty from the owners of the developer guaranteeing
completion of the project and payment of cost overruns. Our mezzanine loan is secured by all of the membership interests of the
Borrower and is subordinate to the senior construction loan. Our advances of $15.3 million initially had annual stated interest rates
ranging from 10% to 18%. We evaluated this ADC Arrangement and determined that the characteristics are similar to a jointly-owned
investment or partnership. Accordingly, the investment is accounted for as an unconsolidated joint venture under the equity method of
accounting instead of loan accounting since we will participate in the residual interests through the sale or refinancing of the property.
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Both the senior loan and our mezzanine loan were in technical default at December 31, 2016 due to a delay in completion of the
project. The project was subsequently completed in January 2017. On March 23, 2017, the Senior Lender executed a loan amendment
extending the maturity date of the loan to March 24, 2018. The Senior Lender loan amendment also increased the interest rate 75 basis
points to 30-day LIBOR plus 375 basis points and added provisions to require the maintenance of certain prescribed minimum
occupancy and rental rates at future dates. On May 8§, 2017, we amended the mezzanine loan agreement to mirror the maturity date of
the senior loan and changed our interest rate to 11% for the entire balance of the loan. The amended mezzanine loan agreement was
effective as of March 1, 2017. As of June 30, 2017, the outstanding principal balance under the mezzanine loan was $15.3 million. The
Borrower funded all cost overruns.

We considered the impact of these events on our accounting treatment and determined the ADC Arrangement should still continue
to be accounted for as an unconsolidated joint venture under the equity method of accounting. We will continue to monitor this situation
and assess any impact these or future events might have on our ability to ultimately realize the carrying value of our investment. The
ADC Arrangement is reassessed at each reporting period.

In connection with our investment in the Huron, we capitalized interest of $44 and $176 during the three and six months ended June
30, 2016, respectively. There was no interest capitalized on our investment in the Huron during the 2017 periods because the project
was completed in January 2017. For the three and six months ended June 30, 2017 and 2016, we recorded no equity in earnings (losses)
of unconsolidated joint venture related to our investment in the Huron. The Company’s maximum exposure to losses associated with its
unconsolidated joint venture is limited to its carrying value in this investment.

The following table sets forth our ownership interest in the Huron:

Ownership Interest Carrying Amount
Property Name June 30,2017 December 31,2016 June 30,2017 December 31, 2016
The Huron N/A N/A $ 14,658 $ 14,658

Summarized balance sheet information for the unconsolidated joint venture as of June 30, 2017 and December 31, 2016, shown at
100%, is as follows:

June 30,2017 December 31, 2016

Total assets $ 70,257 $ 72,272
Total debt, net $ 60,325 $ 56,638
Total equity $ 8,506 $ 11,957

Summarized statement of operations information for the unconsolidated joint venture for the periods indicated, shown at 100%, is
as follows:

For the Three Months Ended June 30, For the Six Months Ended June 30,

2017 2016 2017 2016

otz 579§ 54§ 1017 S 54

revenues

Net loss (2,750 (1,082) (4,835) (1,008)
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9. Variable Interest Entities

Effective January 1, 2016, we adopted the guidance in ASU 2015-02. As a result, the Operating Partnership (see Note 1) and each
of our less than wholly-owned real estate partnerships (22 Exchange, LLC, Gardens Medical Pavilion, LLC, SL Parkside Apartments,
LLC, and the ADC Arrangement associated with the Huron) have been deemed to have the characteristics of a VIE. However, we were
not required to consolidate any previously unconsolidated entities or deconsolidate any previously consolidated entities as a result of the
change in classification. Accordingly, there has been no change to the amounts reported in our consolidated balance sheets and
statements of cash flows or amounts recognized in our consolidated statements of operations.

Consolidated VIEs

The Company consolidates the Operating Partnership, 22 Exchange, LLC, Gardens Medical Pavilion, LLC through BH-AW-
Florida MOB Venture, LLC, and SL Parkside Apartments, LLC, which are variable interest entities, or VIEs, for which we are the
primary beneficiary. Generally, a VIE is a legal entity in which the equity investors do not have the characteristics of a controlling
financial interest or the equity investors lack sufficient equity at risk for the entity to finance its activities without additional
subordinated financial support. A limited partnership, or legal entities such as an LLC, are considered a VIE when the majority of the
limited partners unrelated to the general partner possess neither the right to remove the general partner without cause, nor certain rights
to participate in the decisions that most significantly affect the financial results of the partnership. In determining whether we are the
primary beneficiary of a VIE, we consider qualitative and quantitative factors, including, but not limited to: which activities most
significantly impact the VIE’s economic performance and which party controls such activities; the amount and characteristics of our
investment; the obligation or likelihood for us or other investors to provide financial support; and the similarity with and significance to
our business activities and the business activities of the other investors. Significant judgments related to these determinations include
estimates about the current and future fair values and performance of real estate held by these VIEs and general market conditions.

Unconsolidated VIEs

Included in the Company’s joint venture investments as of June 30, 2017 is the ADC Arrangement associated with the Huron,
which is accounted for as an unconsolidated joint venture and is a VIE. Refer to Note 8 for further details on the ADC Arrangement.
This arrangement was established to provide mezzanine financing to an unaffiliated third party that owns the Huron, an apartment
complex in Denver, Colorado. Based on our reevaluation under ASU 2015-02, we determined that we are not the primary beneficiary of
this VIE based on the rights of the general partner. The arrangement does not allow for substantive kick-out rights over the general
partner and we do not have the power to direct the activities of the Huron that most significantly affect the entity’s economic
performance. Accordingly, we have determined it is appropriate, consistent with past accounting, that the Huron ADC Arrangement will
continue to be accounted for under the equity method.
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10. Notes Payable

The following table sets forth information on our notes payable as of June 30, 2017 and December 31, 2016:

Amount Due Notes Payable as of
Description Interest Rate Maturity Date at Maturity June 30,2017 December 31, 2016

Courtyard Kauai Coconut Beach Repaid in full on
Hotel 5582017 - 3 -3 38,000
Courtyard Kauai Coconut Beach
Hotel(V 30-day LIBOR +4.7% 5/8/2020 36,000 36,000 -
Gardens Medical Pavilion 4.90% 1/1/2018 12,480 12,692 12,899
River Club and the Townhomes at 5.26% 5/1/2018 23,368 23,715 23,917
River Club
Lakes of Margate 5.49% and 5.92% 1/1/2020 13,384 14,108 14,243
Arbors Harbor Town 3.99% 1/1/2019 23,632 24,404 24,653
22 Exchange 3.93% 5/5/2023 16,875 19,136 19,307
Parkside®) 5% 6/1/2018 9,560 9,912 10,100

Total debt $ 135,299 139,967 143,119
Deferred financing fees (1,963) (787)
Total notes payable, net $ 138,004 $ 142,332

(1) Interest rate as of June 30, 2017 was 5.80%.
(2) Includes approximately $0.2 million of unamortized premium related to debt we assumed at acquisition.

As of June 30, 2017, our outstanding notes payable were $138.0 million, net of deferred financing fees of $2.0 million, and had a
weighted-average interest rate of 5.0%. For loans in place as of June 30, 2017, we have guaranteed payment of certain recourse
liabilities with respect to certain customary nonrecourse carveouts as set forth in the guaranties in favor of the unaffiliated lenders with
respect to the Courtyard Kauai Coconut Beach Hotel, 22 Exchange, and Parkside notes payable.

We are subject to various customary financial covenants, including, maintaining minimum debt service coverage ratios, loan to
value ratios and liquidity. We did not meet the debt service coverage requirements for our 22 Exchange loan as of both March 31, 2017
and June 30, 2017. As a result, we expect the lender to begin sweeping the cash from operations; however, the loan is not in default. We
were in compliance with the financial covenants under our remaining loan agreements as of June 30, 2017.
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The following table summarizes our contractual obligations for principal payments, based on initial scheduled maturity dates and
does not reflect the exercise of any extension options, as of June 30, 2017:

Year Amount Due
July 1, 2017 - December 31, 2017 $ 1,083
2018 46,808
2019 24,308
2020 49,771
2021 404
Thereafter 17,439
Total contractual obligations for principal payments 139,813
Unamortized premium 154
Total notes payable 139,967
Less: Deferred financing fees, net (1,963)
Notes payable, net $ 138,004

Courtyard Kauai Coconut Beach Hotel Debt

The debt secured by Courtyard Kauai Coconut Beach Hotel, with an outstanding balance of $38 million was scheduled to mature
on May 9, 2017. On May 8, 2017, we, through our 80% ownership interest in a joint venture between our indirect wholly owned
subsidiary and JMI Realty, LLC, an unaffiliated third party (the “Kauai Joint Venture”), entered into a new mortgage facility of up to
$44 million (the “Courtyard Kauai Loan”) with TH Commercial Investment Corp. Initial borrowings of $36 million were advanced
under the Courtyard Kauai Loan and those funds plus additional cash were used to repay the then outstanding balance under the
previous loan with Wells Fargo Bank. The Courtyard Kauai Loan bears interest at 30-day LIBOR plus 4.7% and matures in three years
with two one-year extensions available. We have guaranteed payment of certain recourse liabilities with respect to certain customary
nonrecourse carveouts as set forth in the guaranties in favor of the lender.

11. Leasing Activity

Future minimum base rental payments of our office property, Gardens Medical Pavilion, and the retail space at 22 Exchange due to
us under non-cancelable leases in effect as of June 30, 2017 are as follows:

Year Amount Due
Remainder of 2017 $ 817
2018 1,403
2019 1,105
2020 1,000
2021 872
Thereafter 2,413
Total $ 7,610

The schedule above does not include rental payments due to us from our multifamily, hotel, and student housing properties, as
leases associated with these properties typically are for periods of one year or less.
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12. Derivative Instruments and Hedging Activities

We may be exposed to the risk associated with variability of interest rates that might impact our cash flows and the results of
operations. The hedging strategy of entering into interest rate caps and swaps, therefore, is to eliminate or reduce, to the extent possible,
the volatility of cash flows.

As of June 30, 2017, we had an interest rate cap related to the Courtyard Kauai Loan, which we entered into on May 8, 2017. This
interest rate cap was not designated as a hedging instrument, matures on May 9, 2019 and has a notional value of $44 million with a
strike price of 3% based on 30-day LIBOR. The notional value provides an indication of the extent of our involvement in this
instrument, but does not represent exposure to credit, interest rate, or market risks.

Our derivative financial instruments had a nominal effect on the consolidated statements of operations for the three and six months
ended June 30, 2017 and 2016.

13. Distributions

Distributions are authorized at the discretion of our board of directors based on its analysis of our performance over the previous
periods and expectations of performance for future periods. These analyses may include actual and anticipated operating cash flow,
changes in market capitalization rates for investments suitable for our portfolio, capital expenditure needs, general financial and market
conditions, proceeds from asset sales, and other factors that our board of directors deems relevant. Our board of director’s decisions will
be substantially influenced by the obligation to ensure that we maintain our federal tax status as a REIT. We cannot provide assurance
that we will pay distributions at any particular level, or at all.

14. Related Party Transactions
Advisor

Our external advisor and certain of its affiliates may receive fees and compensation in connection with the management and sale of
our assets based on an advisory management agreement, as amended and restated.

From January 4, 2008 through February 10, 2017, we were party to successive advisory management agreements, each with a term
of one year or less, with the Behringer Advisor. The most recently executed advisory management agreement was the Fifth Amended
and Restated Advisory Management Agreement (the “Fifth Advisory Agreement”) entered into on July 25, 2016 and effective as of
June 6, 2016. On February 10, 2017, we entered into a Termination of Advisory Management Agreement with the Behringer Advisor
and (solely with respect to certain sections) Behringer (the “Advisory Termination Agreement”) pursuant to which the Fifth Advisory
Agreement was terminated as of the close of business on February 10, 2017.

Concurrently with our entry into the Advisory Termination Agreement, we engaged the Advisor to provide us with advisory
services pursuant to two separate advisory management agreements (collectively, the “Lightstone Advisory Agreement”). With the
exception of the Administrative Services Fee, the fees earned by and expenses reimbursed to the Advisor pursuant to the Lightstone
Advisory Agreement are identical to the fees earned by and expenses reimbursed to the Behringer Advisor pursuant to the Fifth
Advisory Agreement. The following discussion describes the fees and expenses payable to our external advisor and its respective
affiliates under both the Fifth Advisory Agreement and the Lightstone Advisory Agreement.

We pay our external advisor acquisition and advisory fees of 1.5% of the amount paid in respect of the purchase, development,
construction, or improvement of each asset we acquire, including any debt attributable to those assets. In addition, we pay acquisition
and advisory fees of 1.5% of the funds advanced in respect of a loan investment. We incurred no acquisition and advisory fees payable
to our external advisor for the three and six months ended June 30, 2017 and 2016 because we had no acquisitions during these periods.
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We also pay our external advisor an acquisition expense reimbursement in the amount of (i) 0.25% of the funds paid for purchasing
an asset, including any debt attributable to the asset, plus 0.25% of the funds budgeted for development, construction, or improvement
in the case of assets that we acquire and intend to develop, construct, or improve or (ii) 0.25% of the funds advanced in respect of a loan
investment. We also pay third parties, or reimburse our external advisor or its affiliates, for any investment-related expenses due to third
parties in the case of a completed investment, including, but not limited to, legal fees and expenses, travel and communication expenses,
costs of appraisals, accounting fees and expenses, third-party brokerage or finder’s fees, title insurance, premium expenses, and other
closing costs.

Our external advisor and its affiliates are also responsible for paying all of the investment-related expenses that we or the external
advisor or its affiliates incur that are due to third parties or related to the additional services provided by our external advisor as
described above with respect to investments we do not make, other than certain non-refundable payments made in connection with any
acquisition. For the three and six months ended June 30, 2017 and 2016, we incurred no acquisition expense reimbursements.

We pay our external advisor a debt financing fee of 0.5% of the amount available under any loan or line of credit made available to
us and pay directly all third-party costs associated with obtaining the debt financing. During the second quarter of 2017, we incurred a
debt financing fee of $0.2 million related to the Courtyard Kauai Loan. We incurred no debt financing fees for the three and six months
ended June 30, 2016.

We pay our external advisor a development fee in an amount that is usual and customary for comparable services rendered to
similar projects in the geographic market of the project if such affiliate provides the development services and if a majority of our
independent directors determines that such development fee is fair and reasonable to us. We incurred no development fees for the three
and six months ended June 30, 2017 and 2016.

We pay our external advisor a monthly asset management fee of one-twelfth of 0.7% of the value of each asset. The value of our
assets will be the value as determined in connection with the establishment and publication of an estimated value per share unless the
asset was acquired after our publication of an estimated value per share (in which case the value of the asset will be the contractual
purchase price of the asset). For the three and six months ended June 30, 2017, we expensed $0.5 million and $1.0 million, respectively,
of asset management fees payable to our external advisor compared to $0.5 million and $1.1 million for the same periods in 2016,
respectively.

Our external advisor is responsible for paying all of the expenses it incurs associated with persons employed by the external advisor
to the extent that they provide services to us for which our external advisor receives an acquisition, asset management, or debt financing
fee, including wages and benefits of the applicable personnel. Instead of reimbursing our external advisor for specific expenses paid or
incurred in connection with providing services to us, we pay our external advisor an administrative services fee (also referred to as an
administrative services reimbursement under the Lightstone Advisory Agreement) based on a budget of expenses prepared by the
external advisor. The administrative services fee is intended to reimburse for all costs associated with providing services to us. For the
calendar year ending December 31, 2017, the administrative services fee is $1.325 million annually, pro-rated for the first six months of
the year and $1.30 million annually, pro-rated for the second six months of the year. Under the Fifth Advisory Agreement, for the
calendar year ended December 31, 2016, the administrative services fee was the lesser of (i) $1.325 million per calendar year, and (ii)
the actual costs of providing administrative services to us under the Fifth Advisory Agreement, payable in four equal quarterly
installments within 45 days of the end of each calendar quarter. In addition, under the advisory management agreements, we are to
reimburse the external advisor for certain due diligence services provided in connection with asset acquisitions and dispositions and
debt financings separately from the administrative services fee. For the three and six months ended June 30, 2017, we incurred and
expensed such costs for administrative services and due diligence services of approximately $0.4 million and $0.7 million, respectively,
compared to approximately $0.4 million and $0.7 million for the same periods in 2016, respectively. These amounts include less than
$0.1 million related to certain due diligence services provided during the respective periods.
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Notwithstanding the fees and cost reimbursements payable to our external advisor pursuant to our advisory management agreement,
under our charter we may not reimburse the external advisor for any amount by which our operating expenses (including the asset
management fee) at the end of the four preceding fiscal quarters exceeds the greater of: (i) 2% of our average invested assets, or
(1) 25% of our net income determined without reduction for any additions to reserves for depreciation, bad debts, or other similar non-
cash reserves and excluding any gain from the sale of our assets for that period unless a majority of our independent directors
determines that such excess expenses are justified based on unusual and non-recurring factors. For the four fiscal quarters ended June
30, 2017, our total operating expenses (including the asset management fee) exceeded the limit on total operating expenses; however,
our independent directors determined the excess expenses were justified because of our transition to the new external advisor.

Property Manager

From January 4, 2008 through February 10, 2017, we were party to a property management and leasing agreement (as amended and
restated, the “Behringer Property Management Agreement”) between us, our operating partnership, Behringer Harvard Opportunity
Management Services, LLC, and Behringer Harvard Real Estate Services, LLC (collectively, the “Behringer Manager””). On February
10, 2017, we entered into a Termination of Property Management and Leasing Agreement with the Behringer Manager and (solely with
respect to certain sections) Behringer (the “Property Management Termination Agreement”) pursuant to which the Behringer Property
Management Agreement was terminated as of the close of business on February 10, 2017.

Concurrently with our entry into the Property Management Termination Agreement, we engaged LSG-BH II Property Manager
LLC (the “Lightstone Manager”) pursuant to a property management and leasing agreement (the “Lightstone Property Management
Agreement”). The fees earned by and expenses reimbursed to the Lightstone Manager pursuant to the Lightstone Property Management
Agreement are identical to the fees earned by and expenses reimbursed to the Behringer Manager pursuant to the Behringer Property
Management Agreement. The following discussion describes the fees and expenses payable to our affiliated property manager and its
respective affiliates under both the Behringer Property Management Agreement (in effect from August 13, 2008 through February 10,
2017) and the Lightstone Property Management Agreement (in effect as of February 10, 2017).

We pay our property manager and affiliate of our external advisor, fees for the management, leasing, and construction supervision
of our properties which is 4.0% of gross revenues of the properties managed by our property manager. We pay our property manager an
oversight fee equal to 0.5% of the gross revenues of the property managed for any property for which we contract directly with a third-
party property manager. In no event will our property manager or its affiliates receive both a property management fee and an oversight
fee with respect to any particular property. In the event we own a property through a joint venture that does not pay our property
manager directly for its services, we will pay our property manager a management fee or oversight fee, as applicable, based only on our
economic interest in the property. For the three and six months ended June 30, 2017, we incurred and expensed property management
fees or oversight fees to the related-party property manager of less than $0.1 million and $0.1 million, respectively, compared to $0.2
million and $0.3 million in the same periods in 2016, respectively.

We pay our property manager a construction management fee in an amount not to exceed 5% of all hard construction costs incurred
in connection with, but not limited to capital repairs and improvements, major building reconstruction and tenant improvements, if such
affiliate supervises construction performed by or on behalf of us or our affiliates. We incurred no construction management fees for the
three and six months ended June 30, 2017 and 2016.

As of June 30, 2017 and December 31, 2016, we had a payable to our external advisor and its affiliates of $0.1 million and $0.4

million, respectively. These balances consist of accrued fees, including asset management fees, administrative service expenses,
property management fees, and other miscellaneous costs payable to our external advisor and property manager.
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We are dependent on our external advisor and our property manager for certain services that are essential to us, including asset
disposition decisions, property management and leasing services, and other general administrative responsibilities. In the event that
these companies were unable to provide us with their respective services, we would be required to obtain such services from other
sources.

15. Subsequent Events

Share Redemption Program

On August 9, 2017, our board of directors approved redemptions for the third quarter of 2017 totaling approximately 239,000
shares (whole number of shares) with an aggregate redemption payment of approximately $1.2 million. See Part I, Item 2,

“Unregistered Sales of Equity Securities and Use of Proceeds” for a full description of the price at which we redeem shares under our
share redemption program.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis should be read in conjunction with the accompanying consolidated financial statements and the
notes thereto.

Forward-Looking Statements

Certain statements in this Quarterly Report on Form 10-Q constitute “forward-looking statements” within the meaning of
Section 27A of the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”). These forward-looking statements include discussion and analysis of the financial condition of the
Company, including our ability to rent space on favorable terms, to address our debt maturities and to fund our liquidity requirements, to
sell our assets when we believe advantageous to achieve our investment objectives, our anticipated capital expenditures, the amount and
timing of anticipated future cash distributions to our stockholders, the estimated per share value of our common stock, and other
matters. Words such as “may,” “anticipates,” “expects,” “intends,” “plans,” “believes,” “seeks,” “estimates,” “would,” “could,”
“should” and variations of these words and similar expressions are intended to identify forward-looking statements.

9 ¢ 2 ¢ 99 G 99 ¢ 2 <

These forward-looking statements are not historical facts but reflect the intent, belief or current expectations of our management
based on their knowledge and understanding of the business and industry, the economy, and other future conditions. These statements
are not guarantees of future performance, and we caution stockholders not to place undue reliance on forward-looking statements.
Actual results may differ materially from those expressed or forecasted in the forward-looking statements due to a variety of risks,
uncertainties and other factors, including but not limited to the factors listed and described herein and under “Item 1A, Risk Factors” in
our Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 16, 2017 and the factors described
below:

market and economic challenges experienced by the U.S. and global economies or real estate industry as a whole and the
local economic conditions in the markets in which our investments are located;

*  the availability of cash flow from operating activities for distributions, if any;
*  conflicts of interest arising out of our relationships with our advisor and its affiliates;

our ability to retain or replace our executive officers and other key individuals who provide advisory and property
management services to us;

*  our level of debt and the terms and limitations imposed on us by our debt agreements;

the availability of credit generally, and any failure to obtain debt financing at favorable terms or a failure to satisfy the
conditions and requirements of that debt;

*  our ability to make accretive investments in a diversified portfolio of assets;
future changes in market factors that could affect the ultimate performance of our development or redevelopment projects,

* including but not limited to construction costs, plan or design changes, schedule delays, availability of construction
financing, performance of developers, contractors and consultants, and growth in rental rates and operating costs;

*  our ability to secure leases at favorable rental rates;

*  our ability to acquire and/or sell assets at a price and on a timeline consistent with our investment objectives;

*  impairment charges;

+ unfavorable changes in laws or regulations impacting our business, our assets, or our key relationships; and

+  factors that could affect our ability to qualify as a real estate investment trust.

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

25

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Forward-looking statements in this Quarterly Report on Form 10-Q reflect our management’s view only as of the date of this
Report, and may ultimately prove to be incorrect. We undertake no obligation to update or revise forward-looking statements to reflect
changed assumptions, the occurrence of unanticipated events or changes to future operating results, except as required by applicable
law. We intend for these forward-looking statements to be covered by the applicable safe harbor provisions created by Section 21E of
the Exchange Act.

Cautionary Note

The representations, warranties, and covenants made by us in any agreement filed as an exhibit to this Quarterly Report on
Form 10-Q are made solely for the benefit of the parties to the agreement, including, in some cases, for the purpose of allocating risk
among the parties to the agreement, and should not be deemed to be representations, warranties, or covenants to or with any other
parties. Moreover, these representations, warranties, or covenants should not be relied upon as accurately describing or reflecting the
current state of our affairs.

Executive Overview

We were formed primarily to acquire and operate commercial real estate and real estate-related assets on an opportunistic and
value-add basis. In particular, we have focused generally on acquiring commercial properties with significant possibilities for capital
appreciation, such as those requiring development, redevelopment or repositioning, those located in markets and submarkets with high
growth potential, and those available from sellers who were distressed or faced time-sensitive deadlines. In addition, our opportunistic
and value-add investment strategy has included investments in real estate-related assets that present opportunities for higher current
income. Since inception, we have acquired a wide variety of commercial properties, including office, industrial, retail, hospitality, and
multifamily. We have purchased existing, income-producing properties and newly constructed properties. We have also invested in a
mortgage loan and a mezzanine loan. We have made our investments in or in respect of real estate assets located in the United States
and other countries based on our view of existing market conditions. Currently, our investments include multifamily and student
housing communities, an office building, a hotel, and a mezzanine loan. All of our current investments are located in the United States.

Our common stock is not currently listed on a national securities exchange. The timing of a liquidity event for our stockholders
will depend upon then prevailing market conditions. We previously targeted the commencement of a liquidity event within six years
after the termination of our initial public offering, which occurred on July 3, 2011. On June 29, 2017, our board of directors elected to
extend the targeted timeline an additional six years until June 30, 2023 based on their assessment of our investment objectives and
liquidity options for our stockholders. However, we can provide no assurances as to the actual timing of the commencement of a
liquidity event for our stockholders or the ultimate liquidation of the Company. We will seek stockholder approval prior to liquidating
our entire portfolio.

Liquidity and Capital Resources

We had unrestricted cash and cash equivalents of $64.9 million as of June 30, 2017. Our principal demands for funds going
forward will be for the payment of (a) operating expenses, (b) interest and principal on our outstanding indebtedness, (c) share
redemptions and (d) distributions, if any, authorized by our board of directors. Generally, we expect to meet cash needs for the payment
of operating expenses, interest on our outstanding indebtedness and share redemptions with our cash flow from operations and to fund
authorized distributions (if any) from available cash flow from operations and/or proceeds received from asset sales. To the extent that
our cash flow from operations is not sufficient to cover our operating expenses, interest on our outstanding indebtedness, or share
redemptions, we expect to use cash generated from borrowings and asset sales to fund such needs.

We intend to hold our various real properties until such time as our board of directors determines that a sale or other disposition
appears to be advantageous to achieve our investment objectives or until it appears that the objectives will not be met.
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On January 5, 2016, we paid a special cash distribution of $38.4 million, or $1.50 per share of common stock, which was funded
from proceeds received from asset sales.

The debt secured by Courtyard Kauai Coconut Beach Hotel, with an outstanding balance of $38 million was scheduled to mature
on May 9, 2017. On May 8, 2017, we, through our 80% ownership interest in a joint venture between our indirect wholly owned
subsidiary and JMI Realty, LLC, an unaffiliated third party (the “Kauai Joint Venture”), entered into a new mortgage facility of up to
$44 million (the “Courtyard Kauai Loan”) with TH Commercial Investment Corp. Initial borrowings of $36 million were advanced
under the Courtyard Kauai Loan and those funds plus additional cash were used to repay the then outstanding balance under the
previous loan with Wells Fargo Bank. The Courtyard Kauai Loan bears interest at 30-day LIBOR plus 4.7% and matures in three years
with two one-year extensions available. We have guaranteed payment of certain recourse liabilities with respect to certain customary
nonrecourse carveouts as set forth in the guaranties in favor of the lender.

As of June 30, 2017, the Company had debt of approximately $12.7 million associated with Gardens Medical Pavilion,
approximately $23.7 million associated with River Club and Townhomes at River Club, and $9.9 million associated with Parkside
maturing in the next twelve months.

If we have not disposed of Gardens Medical Pavilion, River Club and Townhomes at River Club or Parkside by their maturity
dates, we expect to repay the outstanding balances with available cash or refinance all or a portion of the balances outstanding. In
addition to our debt obligations, we consider other factors in evaluating our liquidity. For example, to the extent our portfolio is
concentrated in certain geographic regions and types of assets, downturns relating generally to such regions and assets may result in
tenants defaulting on their lease obligations at a number of our properties within a short time period. Such defaults could negatively
affect our liquidity and adversely affect our ability to fund our ongoing operations. For the six months ended June 30, 2017, 46% and
15% of our total revenues were derived from our properties located in Hawaii and Florida, respectively. Additionally, 46%, 29% and
20% of our total revenues were from our hotel, multifamily and student housing investments, respectively.

We may, but are not required to, establish capital reserves from cash flow generated by operating properties and other investments,
or net sales proceeds from the sale of our properties and other investments. Capital reserves are typically utilized for non-operating
expenses such as tenant improvements, leasing commissions, and major capital expenditures. Alternatively, a lender may establish its
own criteria for escrow of capital reserves.

We have borrowed money to acquire properties and make other investments. Under our charter, the maximum amount of our
indebtedness is limited to 300% of our “net assets” (as defined by our charter) as of the date of any borrowing; however, we may exceed
that limit if approved by a majority of our independent directors. In addition to our charter limitation, our board of directors has adopted
a policy to generally limit our aggregate borrowings to approximately 75% of the aggregate value of our assets unless substantial
justification exists that borrowing a greater amount is in our best interests. Our policy limitation, however, does not apply to individual
real estate assets.

Commercial real estate debt markets may experience volatility and uncertainty as a result of certain related factors, including the
tightening of underwriting standards by lenders and credit rating agencies, macro-economic issues related to fiscal, tax and regulatory
policies, and global financial issues. Should the overall cost of borrowings increase, either by increases in the index rates or by
increases in lender spreads, we will need to factor such increases into the economics of our developments and investments. This may
result in our investment operations generating lower overall economic returns and a reduced level of cash flow, which could potentially
impact our ability to make distributions to our stockholders. In addition, disruptions in the debt markets may reduce the amount of
capital that is available to finance real estate, which in turn could: (i) lead to a decline in real estate values generally; (ii) slow real estate
transaction activity; (iii) reduce the loan to value ratio upon which lenders are willing to extend debt; and (iv) result in difficulty in
refinancing debt as it becomes due, all of which may reasonably be expected to have a material adverse impact on the value of real
estate investments and the revenues, income or cash flow from the operations of real properties and mortgage loans.
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Debt Financings

From time to time, we have obtained mortgage, bridge, or mezzanine loans for acquisitions and investments, as well as property
development. In the future, we may obtain financing for property development or refinance our existing real estate assets, depending on
multiple factors.

As of June 30, 2017, our outstanding notes payable were $138.0 million, net of deferred financing fees of $2.0 million, and had a
weighted average interest rate of 5.0%. As of December 31, 2016, the Company had notes payable of $142.3 million, net of deferred
financing fees of $0.8 million, with a weighted average interest rate of 3.9%. For loans in place as of June 30, 2017, we have guaranteed
payment of certain recourse liabilities with respect to certain customary nonrecourse carveouts as set forth in the guaranties in favor of
the unaffiliated lenders with respect to the Courtyard Kauai Coconut Beach Hotel, 22 Exchange, and Parkside notes payable.

We are subject to various customary financial covenants, including, maintaining minimum debt service coverage ratios, loan to
value ratios and liquidity. We did not meet the debt service coverage requirements for our 22 Exchange loan as of March 31, 2017 and
June 30, 2017. As a result, we expect the lender to begin sweeping the cash from operations; however, the loan is not in default. We
were in compliance with the financial covenants under our remaining loan agreements as of June 30, 2017.

One of our principal short-term and long-term liquidity requirements includes the repayment of maturing debt. The following table
provides information with respect to the contractual maturities and scheduled principal repayments of our indebtedness as of June 30,
2017. Interest payments on variable rate debt are based on rates in effect as of June 30, 2017. The table information is based on initial
scheduled maturity dates and does not reflect the exercise of any extension options (dollars in thousands):

Remainder of

2017 2018 2019 2020 2021 Thereafter Total
Principal payments - fixed rate debt™) g 1,083 $ 46,808 $ 24308 $ 13,771  $ 404 $ 17,439  § 103,813
Principal payments - variable rate debt - - - 36,000 - - 36,000
Total principal payments 1,083 46,308 24,308 49,771 404 17,439 139,813
Interest payments - fixed rate debt 2,455 3,306 1,581 786 704 967 9,799
Interest payments - variable rate debt 1,061 2,117 2,117 882 - - 6,177
Total interest payments 3,516 5,423 3,698 1,668 704 967 15,976
Total $ 4599 §$ 52,231 § 28,006 $ 51,439 $ 1,108 $ 18,406 $ 155,789

(1) Does not include approximately $0.2 million of unamortized premium related to debt we assumed on our acquisition of Parkside.
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Results of Operations
As of June 30, 2017, we had eight real estate investments, seven of which were consolidated through investments in joint ventures.
As of June 30, 2016, we had nine real estate investments, eight of which were consolidated, (one wholly owned and seven properties

consolidated through investments in joint ventures). We sold Lakewood Flats on August 16, 2016.

Our results of operations for the respective periods presented reflect decreases in most categories principally resulting from our
disposition of Lakewood Flats in August 2016 (the “2016 Disposition™).

Three months ended June 30, 2017 as compared to the three months ended June 30, 2016.

The following table provides summary information about our results of operations for the three months ended June 30, 2017 and
2016 (dollars in thousands):

Three Months Ended June 30, Change Change due to Change due to
Description 2017 2016 Amount Percentage Disposition(l) Same Store®
Rental revenues $ 6,151 $ 7,531 § (1,380) $ (18)% $ (1,657) $ 277
Hotel revenues 5,209 4,162 1,047 25.2% - 1,047
Property operating expenses 1,974 2,210 (236) (10.7)% (332) 96
Hotel operating expenses 3,676 3,262 414 12.7% - 414
Interest expense, net 1,773 1,607 166 10.3% (192) 358
Real estate taxes 1,118 1,451 (333) (22.9)% (396) 63
Property management fees 363 376 (13) 3.5)% (49) 36
Asset management fees) 510 605 95) (15.1)% - 95)
General and administrative 963 739 224 30.3% - 224
Depreciation and amortization 2,568 2,615 47) (1.8)% - 47)

Represents the amount of decrease for the three months ended June 30, 2017 compared to the three months ended June 30, 2016 as
(1) a result of our disposition of Lakewood Flats in August 2016.
Represents the change for the three months ended June 30, 2017 compared to the three months ended June 30, 2016 for real estate
and real estate-related investments owned by us during the entire periods presented, excluding any we have classified as held for
(2) sale (“Same Store”). Same Store for the periods ended June 30, 2017 and 2016 includes the operating results of Gardens Medical
Pavilion, River Club and the Townhomes at River Club, Lakes of Margate, Arbors Harbor Town, Courtyard Kauai Coconut Beach
Hotel, 22 Exchange, and Parkside.
Asset management fees payable to the external advisor are an obligation of the Company, and as such, asset management fees
3) associated with all investments owned during the period are classified in continuing operations. Therefore, the amounts above
include asset management fees associated with any property owned during a particular period, including those related to our
disposed properties.
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The following table reflects rental revenue and property operating expenses for the three months ended June 30, 2017 and 2016 for:
(1) our Same Store properties; and (ii) our disposition of Lakewood Flats on August 16, 2016 (dollars in thousands):

Three Months Ended June 30,

Description 2017 2016 Change
Rental revenues:

Same store $ 6,151 $ 5874 $ 277
Disposition - 1,657 (1,657)
Total rental revenues $ 6,151 § 7531 § (1,380)

Property operating expenses:

Same store $ 1,974 $ 1,878 $ 96
Disposition - 332 (332)
Total property operating expenses $ 1,974 $ 2,210 $ (236)

The tables below reflect occupancy and effective monthly rental rates for our Same Store operating properties and occupancy and
average daily rate (“ADR”) for Courtyard Kauai Coconut Beach Hotel:

Effective Monthly Rent per

(1)
Occupancy (%) Square Foot/Unit/Bed ($)(1)
As of June 30, As of June 30,
Property 2017 2016 2017 2016
Gardens Medical Pavilion 75% 66% $ 2.09 $ 2.06 per sq. ft.
Rﬁver Club and the Townhomes at 929 929 409 50 389.79  per bed
River Club
Lakes of Margate 95% 96% 1,305.40 1,254.28 per unit
Arbors Harbor Town 94% 97% 1,231.39 1,145.36  per unit
22 Exchange 88% 88% 567.17 575.72 per bed
Parkside 90% 88% 1,180.25 1,094.63 per unit

Effective monthly rent is calculated as in-place contracted monthly rental revenue, including any premiums due for short-term or

(1 month-to-month leases, less any concessions or discounts.
Occupancy (%)) ADR (8)
Three Months Ended Three Months Ended
June 30, June 30,
Property 2017 2016 2017 2016
Courtyard Kauai Coconut Beach Hotel 89% 78% $ 150.98 $ 135.65

Represents average occupancy for the three months ended June 30. The Courtyard Kauai Coconut Beach Hotel has 311 rooms and
(1) approximately 6,200 square feet of meeting space. Occupancy is for the entire three-month period and is based on standard industry
metrics, including rooms available for rent.

Revenues. Total revenues for the three months ended June 30, 2017 were $11.4 million, a decrease of $0.3 million, compared to
$11.7 million the same period in 2016. Excluding the effect of the 2016 Disposition, our Same Store total revenues increased by $1.4
million.

The increase in Same Store total revenues of $1.4 million primarily attributable to an increase in hotel revenues from the Courtyard
Kauai Coconut Beach of $1.0 million, or 25.2%, principally resulting from increases in occupancy and average daily rate (“ADR”) in
the 2017 period. Occupancy and ADR were 88.6% and $150.98, respectively, during the 2017 period compared to 78.0% and $135.65,
respectively, for the same period in 2016. Our non-hotel Same Store properties had an increase of $0.4 million during the 2017 period.
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Property Operating Expenses. Property operating expenses for the three months ended June 30, 2017 were $2.0 million, a
decrease of $0.2 million, compared to $2.2 million for the same period in 2016. Excluding the effect of our 2016 Disposition, our
property operating expenses increased slightly by $0.1 million for our Same Store properties.

Hotel Operating Expenses. Hotel operating expenses for the three months ended June 30, 2017 were $3.7 million, an increase of
$0.4 million, compared to $3.3 million for the same period in 2016. The increase in hotel operating expenses was primarily due to the
aforementioned increased occupancy during the 2017 period for the Courtyard Kauai Coconut Beach Hotel.

Interest Expense, net. Interest expense for the three months ended June 30, 2017 was $1.8 million, an increase of $0.2 million,
compared to $1.6 million for the same period in 2016. Excluding the effect of the 2016 Disposition, our interest expense increased by
$0.4 million. The increase is primary attributable to increased interest costs.

Real Estate Taxes. Real estate taxes for the three months ended June 30, 2017 were $1.1 million, a decrease of $0.3 million,
compared to $1.4 million for the same period in 2016. Excluding the effect of the 2016 Disposition, our real estate taxes slightly
increased by $0.1 million for our Same Store properties.

Property Management Fees. Property management fees, which are based on revenues, were $0.4 million for the three months
ended June 30, 2017 and 2016, and were comprised of property management fees paid to unaffiliated third parties and our property
manager.

Asset Management Fees. Asset management fees for the three months ended June 30, 2017 and 2016 were $0.5 million and
$0.6 million, respectively, and were comprised of asset management fees paid to our external advisor and third parties with respect to
our investments. Asset management fees for the three months ended June 30, 2016 include fees related to the 2016 Disposition of less
than $0.1 million.

General and Administrative Expenses. General and administrative expenses, which increased slightly by $0.2 million during the
three months ended June 30, 2017 compared to the same period in 2016, consists of audit fees, legal fees, board of directors’ fees, and
other administrative expenses.

Depreciation and Amortization. Depreciation and amortization was constant at $2.6 million for both the three months ended June

30, 2017 and 2016, respectively.
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Six months ended June 30, 2017 as compared to the six months ended June 30, 2016.

The following table provides summary information about our results of operations for the six months ended June 30, 2017 and 2016
(dollars in thousands):

Six Months Ended June 30, Change Change due to Change due to
Description 2017 2016 Amount Percentage Disposition(l) Same Store®
Rental revenues $ 12,223 § 14,850 $ (2,627) (18)% $ (3,241) $ 614
Hotel revenues 10,554 9,293 1,261 13.6% - 1,261
Property operating expenses 4,061 4,493 (432) (9.6)% (665) 233
Hotel operating expenses 7,246 6,710 536 8.0% - 536
Interest expense, net 3,242 3,131 111 3.5% (384) 495
Real estate taxes 2,225 2,916 (691) 23.1% (792) 101
Property management fees 758 790 32) 4.1)% (96) 64
Asset management fees'®) 1,019 1,219 (200) (16.4)% - (200)
General and administrative 1,761 1,541 220 14.3% - 220
Depreciation and amortization 5,146 5,780 (634) (11.0)% (577) (57)

Represents the amount of decrease for the six months ended June 30, 2017 compared to the six months ended June 30, 2016 as a
result of our disposition of Lakewood Flats in August 2016.

Represents the change for the six months ended June 30, 2017 compared to the six months ended June 30, 2016 for real estate and
real estate-related investments owned by us during the entire periods presented, excluding any we have classified as held for sale
(2) (“Same Store”). Same Store for the periods ended June 30, 2017 and 2016 includes the operating results of Gardens Medical
Pavilion, River Club and the Townhomes at River Club, Lakes of Margate, Arbors Harbor Town, Courtyard Kauai Coconut Beach
Hotel, 22 Exchange, and Parkside.

Asset management fees payable to the external advisor are an obligation of the Company, and as such, asset management fees
associated with all investments owned during the period are classified in continuing operations. Therefore, the amounts above
include asset management fees associated with any property owned during a particular period, including those related to our
disposed properties.

(1)

)
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The following table reflects rental revenue and property operating expenses for the six months ended June 30, 2017 and 2016 for:
(1) our Same Store properties; and (ii) our disposition of Lakewood Flats on August 16, 2016 (dollars in thousands):

Six Months Ended June 30,

Description 2017 2016 Change
Rental revenues:

Same store $ 12,223 § 11,609 § 614
Disposition - 3,241 (3,241)
Total rental revenues $ 12,223 § 14,850 § (2,627)

Property operating expenses:

Same store $ 4,061 $ 3,828 $ 233
Disposition - 665 (665)
Total property operating expenses $ 4,061 $ 4,493 § (432)

The tables below reflect occupancy and effective monthly rental rates for our Same Store operating properties and occupancy and
ADR for Courtyard Kauai Coconut Beach Hotel:

Effective Monthly Rent per

(1)
Occupancy (%) Square Foot/Unit/Bed ($)(1)
As of June 30, As of June 30,
Property 2017 2016 2017 2016
Gardens Medical Pavilion 75% 66% $ 2.09 $ 2.06 per sq. ft.
Rﬁver Club and the Townhomes at 929 929 409 50 389.79  per bed
River Club
Lakes of Margate 95% 96% 1,305.40 1,254.28 per unit
Arbors Harbor Town 94% 97% 1,231.39 1,145.36  per unit
22 Exchange 88% 88% 567.17 575.72 per bed
Parkside 90% 88% 1,180.25 1,094.63 per unit

Effective monthly rent is calculated as in-place contracted monthly rental revenue, including any premiums due for short-term or

(1 month-to-month leases, less any concessions or discounts.
Occupancy (%)) ADR (8)
Six Months Ended Six Months Ended
June 30, June 30,
Property 2017 2016 2017 2016
Courtyard Kauai Coconut Beach Hotel 89% 84% $ 156.53 $ 143.88

Represents average occupancy for the six months ended June 30. The Courtyard Kauai Coconut Beach Hotel has 311 rooms and
(1) approximately 6,200 square feet of meeting space. Occupancy is for the entire six-month period and is based on standard industry
metrics, including rooms available for rent.

Revenues. Total revenues for the six months ended June 30, 2017 were $22.8 million, a decrease of $1.3 million, compared to
$24.1 million for the same period in 2016. Excluding the effect of the 2016 Disposition, our Same Store total revenues increased by
$1.9 million.

The increase in Same Store total revenues of $1.9 million primarily attributable to an increase in hotel revenues from the Courtyard
Kauai Coconut Beach of $1.3 million, or 13.6%, principally resulting from increased occupancy and ADR during the 2017 period.
Occupancy and ADR were 89% and $156.53, respectively, during the 2017 period compared to 84% and $143.88, respectively, for the
same period in 2016. Our non-hotel Same Store properties had an increase of $0.6 million during the 2017 period.
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Property Operating Expenses. Property operating expenses for the six months ended June 30, 2017 were $4.1 million, a decrease
of $0.4 million, compared to $4.5 million for the same period in 2016. Excluding the effect of our 2016 Disposition, our property
operating expenses increased slightly by $0.2 million for our Same Store properties.

Hotel Operating Expenses. Hotel operating expenses for the six months ended June 30, 2017 were $7.2 million, an increase of $0.5
million, compared to $6.7 million for the same period in 2016. The increase in hotel operating expenses was primarily due to the
aforementioned increased occupancy during the 2017 period for the Courtyard Kauai Coconut Beach Hotel.

Interest Expense, net. Interest expense for the six months ended June 30, 2017 was $3.2 million, an increase of $0.1 million,
compared to $3.1 million for the same period in 2016. Excluding the effect of the 2016 Disposition, our interest expense increased by
$0.5 million. The increase is primary attributable to increased interest costs.

Real Estate Taxes. Real estate taxes for the six months ended June 30, 2017 were $2.2 million, a decrease of $0.7 million,
compared to $2.9 million for the same period in 2016. Excluding the effect of the 2016 Disposition, our real estate taxes slightly
increased by $0.1 million for our Same Store properties.

Property Management Fees. Property management fees, which are based on revenues, were $0.8 million for the six months ended
June 30, 2017 and 2016, and were comprised of property management fees paid to unaffiliated third parties and our property manager.

Asset Management Fees. Asset management fees for the six months ended June 30, 2017 and 2016 were $1.0 million and
$1.2 million, respectively, and were comprised of asset management fees paid to our external advisor and third parties with respect to
our investments. Asset management fees for the six months ended June 30, 2016 include fees related to the 2016 Disposition of less
than $0.2 million.

General and Administrative Expenses. General and administrative expenses, which increased slightly by $0.2 million during the
six months ended June 30, 2017 compared to the same period in 2016, consists of audit fees, legal fees, board of directors’ fees, and
other administrative expenses.

Depreciation and Amortization. Depreciation and amortization was $5.1 million, a decrease of $0.6 million, compared to $5.7
million for the same period in 2016. Excluding the effect of our 2016 Disposition, our depreciation and amortization was relatively
constant for our Same Store properties.

Gain on Sale of Real Estate. The $0.3 million gain on sale of real estate for the six months ended June 30, 2017 is related to
escrow reimbursements received from the Lakewood Flats outstanding insurance claim. On August 16, 2016, we sold Lakewood Flats
for a contract sales price of approximately $68.8 million, resulting in a gain on sale of real estate of $11.5 million and a deferred gain of
approximately $1.2 million. The deferred gain represented the amount of monies held in escrow to be reimbursed upon completion of
the property’s outstanding insurance claim. The remaining deferred gain escrow balance as of June 30, 2017 was $0.9 million.
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Cash Flow Analysis
Six months ended June 30, 2017 as compared to the six months ended June 30, 2016.

During the six months ended June 30, 2017, net cash provided by operating activities was $3.0 million, a decrease of $1.6 million
compared to $4.6 million for same period in 2016. The primary reason for the decrease in cash flow from operating activities was the
changes in working capital.

During the six months ended June 30, 2017, net cash used in investing activities was $0.9 million, a decrease of $0.5 million,
compared to $1.4 million for the same period in 2016. The difference is the result of lower capital expenditures and investments in
unconsolidated joint ventures of $0.3 million and $0.2 million, respectively, in the 2017 period.

During the six months ended June 30, 2017, net cash used in financing activities was $5.9 million, a decrease of $34.7 million,
compared to $40.6 million for the same period of 2016. The decrease is primarily attributable to the payment of a special cash
distribution to our stockholders totaling $38.4 million in the 2016 period partially offset by payments of $2.0 million for principal
(payoff of existing loan of $38.0 million offset by proceeds of $36.0 million under new loan), net and $1.5 million for deferred
financing costs in connection with the refinancing of our loan on the Kauai Coconut Beach during the 2017 period.

Funds from Operations

Funds from operations (“FFO”) is a non-GAAP financial measure that is widely recognized as a measure of REIT operating
performance. We use FFO as defined by the National Association of Real Estate Investment Trusts (“NAREIT”) in the April 2002
“White Paper of Funds From Operations” which is net income (loss), computed in accordance with GAAP, excluding extraordinary
items, as defined by GAAP, and gains (or losses) from sales of property and impairments of depreciable real estate (including
impairments of investments in unconsolidated joint ventures and partnerships which resulted from measurable decreases in the fair
value of the depreciable real estate held by the joint venture or partnership), plus depreciation and amortization on real estate assets, and
after adjustments for unconsolidated partnerships, joint ventures, subsidiaries, and noncontrolling interests as one measure to evaluate
our operating performance. In October 2011, NAREIT clarified the FFO definition to exclude impairment charges of depreciable real
estate (including impairments of investments in unconsolidated joint ventures and partnerships which resulted from measurable
decreases in the fair value of the depreciable real estate held by the joint venture or partnership).

Historical cost accounting for real estate assets in accordance with GAAP implicitly assumes that the value of real estate diminishes
predictably over time. Since real estate values have historically risen or fallen with market conditions, many industry investors and
analysts have considered the presentation of operating results for real estate companies that use historical cost accounting alone to be
insufficient. As a result, our management believes that the use of FFO, together with the required GAAP presentations, provides a more
complete understanding of our performance.

We believe that FFO is helpful to investors and our management as a measure of operating performance because it excludes
depreciation and amortization, gains and losses from property dispositions, impairments of depreciable assets, and extraordinary items,
and as a result, when compared year to year, reflects the impact on operations from trends in occupancy rates, rental rates, operating
costs, development activities, general and administrative expenses, and interest costs, which is not immediately apparent from net
income.

FFO should not be considered as an alternative to net income (loss), as an indication of our liquidity, nor as an indication of funds
available to fund our cash needs, including our ability to make distributions and should be reviewed in connection with other GAAP
measurements. Additionally, the exclusion of impairments limits the usefulness of FFO as a historical operating performance measure
since an impairment charge indicates that operating performance has been permanently affected. FFO is not a useful measure in
evaluating net asset value because impairments are taken into account in determining net asset value but not in determining FFO. Our
FFO as presented may not be comparable to amounts calculated by other REITs that do not define these terms in accordance with the
current NAREIT definition or that interpret the definition differently.
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Our calculation of FFO for the three and six months ended June 30, 2017 and 2016 is presented below (dollars in thousands, except
per share amounts):

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016
Amount Per Share @ Amount Per Share = Amount Per Share @ Amount Per Share

$ (1,539) $ (0.06) $ (L,165) $  (0.05) $ (2,395) $  (0.10) $ (2,238) $  (0.09)

Net loss attributable to the
Company shares

Adjustments for:

Real estate depreciation

(D) 2,257 0.09 2,299 0.09 4,524 0.18 5,153 0.20
and amortization
Gain on sale of real (282) 0.01)
estate® i i i i ' i i
NAREIT Defined Funds

from Operations (FFO)

attributable to common $ 718 § 003 $ 1,134 § 0.04 § 1,847 § 0.07 $ 2915 $ 0.11

stockholders

GAAP weighted average

shares:

Basic and diluted 25,026 25,466 25,098 25,510
(1 Includes our consolidated amount, as well as our pro rata share of those unconsolidated investments which we account for under the

equity method of accounting, and the noncontrolling interest adjustment for the third-party partners’ share.

The gain on sale of real estate for the six months ended June 30, 2017 is related to escrow reimbursements received during the first
quarter of 2017 for the Lakewood Flats outstanding insurance claim. On August 16, 2016, we sold Lakewood Flats for a contractual
(2) sales price of approximately $68.8 million, resulting in a gain on sale of real estate of $11.5 million and a deferred gain of
approximately $1.2 million. The deferred gain represented the amount of monies initially held in escrow that will be reimbursed in
connection with the completion of the property’s outstanding insurance claim.

Provided below is additional information related to selected items included in net income above, which may be helpful in assessing
our operating results.

Straight-line rental revenue was income of less than $0.1 million for the three and six months ended June 30, 2017 and 2016.
*  The noncontrolling interest portion of straight-line rental revenue for the three and six months ended June 30, 2017 and 2016
was income of less than $0.1 million.

Net above-market lease amortization of less than $0.1 million was recognized as a charge to rental revenue for the three and six
*  months ended June 30, 2017 and 2016. The noncontrolling interest portion of the net above-market lease amortization for the
three and six months ended June 30, 2017 and 2016 was also less than $0.1 million.

Amortization of deferred financing costs of $0.2 million and $0.3 million was recognized as interest expense for our notes
»  payable for the three and six months ended June 30, 2017 compared to $0.2 million and $0.3 million for the same periods in
2016, respectively.

In addition, cash flows generated from FFO may be used to fund all or a portion of certain capitalizable items that are excluded
from FFO, such as capital expenditures and payments of principal on debt, each of which may impact the amount of cash available for
special distributions to our stockholders.
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Distributions

Distributions are authorized at the discretion of our board of directors based on its analysis of our performance over the previous
periods and expectations of performance for future periods. These analyses may include actual and anticipated operating cash flow,
changes in market capitalization rates for investments suitable for our portfolio, capital expenditure needs, general financial and market
conditions, proceeds from asset sales, and other factors that our board of directors deems relevant. The board of director’s decisions will
be substantially influenced by the obligation to ensure that we maintain our federal tax status as a REIT. We cannot provide assurance
that we will pay distributions at any particular level, or at all.

On November 20, 2015, our board of directors authorized a special cash distribution of $1.50 per share of common stock, payable

to stockholders of record as of December 31, 2015. The Company paid this special cash distribution which aggregated $38.4 million on
January 5, 2016. This special cash distribution represented a portion of proceeds received from previous asset sales.
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Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that are reasonably likely to have a current or future material effect on our financial
condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures, or capital
resources.

Critical Accounting Policies and Estimates

Management’s discussion and analysis of financial condition and results of operations is based upon our consolidated financial
statements, which have been prepared in accordance with GAAP. The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. On a regular basis, we evaluate these estimates, including investment impairment. These estimates include such items
as impairment of long-lived assets, depreciation and amortization, and allowance for doubtful accounts. Actual results could differ from
those estimates.

Our critical accounting policies and estimates have not changed significantly from the discussion found in the Management

Discussion and Analysis and Results of Operations in our Annual Report on Form 10-K filed with the Securities and Exchange
Commission on March 16, 2017.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.
Foreign Currency Exchange Risk

The Euro was the functional currency for the operations of Alte Jakobstrae (“AJS”) and Holstenplatz, which were both sold in
2015. As a result of the sale of AJS and Holstenplatz, we no longer have foreign operations. However, we still maintain a Euro-
denominated bank account that is comprised primarily of the remaining undistributed proceeds from the sale of these properties, which
we translate into U.S. dollars at the current exchange rate at each reporting period. As of June 30, 2017, we maintained approximately
$4.4 million in Euro-denominated accounts.

Interest Rate Risk

We may be exposed to interest rate changes primarily as a result of long-term debt used to acquire properties and make loans and
other permitted investments. Our management’s objectives, with regard to interest rate risks, are to limit the impact of interest rate
changes on earnings and cash flows and to lower overall borrowing costs. To achieve these objectives, we will borrow primarily at
fixed rates or variable rates with the lowest margins available and in some cases, with the ability to convert variable rates to fixed rates.
With regard to variable rate financing, we will assess interest rate cash flow risk by continually identifying and monitoring changes in
interest rate exposures that may adversely impact expected future cash flows and by evaluating hedging opportunities. We may enter
into derivative financial instruments such as options, forwards, interest rate swaps, caps, or floors to mitigate our interest rate risk on a
related financial instrument or to effectively lock the interest rate portion of our variable rate debt. Of our $140.0 million in notes
payable, excluding deferred financing fees, as of June 30, 2017, $36 million represented debt subject to variable interest rates. If our
variable interest rates increased 100 basis points, we estimate that total annual interest cost, including interest expensed and interest
capitalized, would increase by $0.4 million.

Our interest rate cap, which is classified as an asset, had a nominal fair value within prepaid expenses and other assets as of June
30,2017. A 100 basis point decrease or increase in interest rates would not result in a change in the fair value of our remaining interest
rate cap.

Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(b) under the Exchange Act, our management, including our principal executive
officer and principal financial officer, evaluated, as of June 30, 2017, the effectiveness of our disclosure controls and procedures as
defined in Exchange Act Rule 13a-15(¢e) and Rule 15d-15(e) using the criteria established in Internal Control-New Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on that
evaluation, our principal executive officer and principal financial officer concluded that our disclosure controls and procedures were
effective, as of June 30, 2017, to provide reasonable assurance that information required to be disclosed by us in this report is recorded,
processed, summarized, and reported within the time periods specified by the rules and forms of the Exchange Act and is accumulated
and communicated to our management, including our principal executive officer and principal financial officer, as appropriate to allow
timely decisions regarding required disclosures.

We believe, however, that a controls system, no matter how well designed and operated, cannot provide absolute assurance that the
objectives of the controls system are met, and no evaluation of controls can provide absolute assurance that all control issues and
instances of fraud or error, if any, within a company have been detected.

Changes in Internal Control over Financial Reporting

There has been no change in internal control over financial reporting that occurred during the quarter ended June 30, 2017 that has

materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

38

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Other Matters

We are managed by an external advisor and have no employees. We engaged a new advisor in February 2017 and as a result the
advisory services previously provided by the former advisor were fully transitioned to the new advisor as of June 30, 2017.
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PART 11
OTHER INFORMATION
Item 1. Legal Proceedings.
We are not a party to, and none of our properties are subject to, any material pending legal proceedings.
Item 1A. Risk Factors.

There have been no material changes from the risk factors set forth in our Annual Report on Form 10-K for the year ended
December 31, 2016.

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds.
Recent Sales of Unregistered Securities

During the period covered by this quarterly report, we did not sell any equity securities that were not registered under the Securities
Act of 1933.

Share Redemption Program

Our board of directors has adopted a share redemption program that permits stockholders to sell their shares back to us, subject to
the significant conditions and limitations of the program. Our board of directors can amend the provisions of our share redemption
program at any time without the approval of our stockholders.

The terms on which we redeem shares may differ between redemptions upon a stockholder’s death, “qualifying disability” (as
defined in the share redemption program) or confinement to a long-term care facility (collectively, Exceptional Redemptions) and all
other redemptions, or Ordinary Redemptions.

Any shares approved for redemption will be redeemed on a periodic basis as determined from time to time by our board of
directors, and no less frequently than annually. We will not redeem, during any 12-month period, more than 5% of the weighted average
number of shares outstanding during the 12-month period immediately prior to the date of redemption. In addition, the cash available
for redemptions is limited to no more than $10 million in any twelve-month period. The redemption limitations apply to all
redemptions, whether Ordinary or Exceptional Redemptions.

The per share redemption price for Ordinary Redemptions and Exceptional Redemptions is equal to the lesser of 80% and 90%,
respectively, of (i) the current estimated per share value and (ii) the average price per share the investor paid for all of his shares (as
adjusted for any stock dividends, combinations, splits, recapitalizations and the like with respect to our common stock) less the Special
Distributions (as defined in the share redemption program).

Effective November 18, 2016, our estimated value per share was $7.80. For a full description of the methodologies used to estimate
the value of our common stock as of October 31, 2016, see Part I, Item 5, “Market for Registrant's Common Equity, Related
Stockholder Matters and Issuer Purchases of Equity Securities-Market Information” included in our Annual Report on Form 10-K for
the year ended December 31, 2016.

Notwithstanding the redemption prices set forth above, our board of directors may determine, whether pursuant to formulas or
processes approved or set by our board of directors, the redemption price of the shares, which may differ between Ordinary
Redemptions and Exceptional Redemptions; provided, however, that we must provide at least 30 days’ notice to stockholders before
applying this new price determined by our board of directors.

Any redemption requests are honored pro rata among all requests received based on funds available and are not honored on a first
come, first served basis. During the quarter ended June 30, 2017, our board of directors approved all Ordinary Redemption requests
received that complied with the applicable requirements and guidelines of the share redemption program for an aggregate of 88,131
shares redeemed for approximately $0.5 million (approximately $5.15 per share). During the quarter ended June 30, 2017, redeemed all
Extraordinary Redemption requests received that complied with the applicable requirements and guidelines of the share redemption
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program for an aggregate of 2,062 shares redeemed for $12,000 (whole dollars) (approximately $5.81 per share). All redemptions were
funded with cash on hand.
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During the quarter ended June 30, 2017, we redeemed shares as follows (including both Ordinary Redemptions and Exceptional
Redemptions):

Total Number of Maximum
Shares Purchased Number of Shares
2017 Total Number of Average Price as Part of That May Be
Shares Redeemed  Paid Per Share Publicly Purchased Under
Announced Plans the Plans or
or Programs Programs
April — § — —
May 90,193 90,193 (1)
June — — —
90,193 $ 5.16 90,193

) A description of the maximum number of shares that may be purchased under our redemption program is included in the
narrative preceding this table.

Item 3. Defaults Upon Senior Securities.
None.

Item 4. Mine Safety Disclosures.
None.

Item 5. Other Information.

Effective August 9, 2017, following the transition of advisory management services from the Behringer Advisor to the Advisor, we
adopted a new Code of Business Conduct and Ethics (the “Code”) that applies to all of our directors, officers and employees (should we
ever have employees). Previously, our directors, officers and any employees were subject to a code of business conduct policy that
applied to all Behringer-sponsored companies. Our board of directors adopted the Code in connection with the completion of the
transition of advisory management services to the Advisor. The new Code covers topics such as business ethics, compliance standards
and procedures, confidential information, conflicts of interest, corporate opportunities, protection and proper use of our assets, fair
dealing, compliance with laws, insider trading and waivers of the Code, among other things.

The information set forth herein does not purport to be complete in scope and is qualified in its entirety by the full text of the Code,
which has been filed as an exhibit to this Quarterly Report on Form 10-Q and is also posted to the our website at
www.lightstoneshareholderservices.com

Item 6. Exhibits.

The exhibits filed in response to Item 601 of Regulation S-K are listed on the Exhibit Index attached hereto.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

LIGHTSTONE VALUE PLUS REAL ESTATE
INVESTMENT TRUST YV, INC.

(FORMERLY BEHRINGER HARVARD
OPPORTUNITY REIT II, INC.)

Dated: August 14,2017 By:  /s/ Donna Brandin

Donna Brandin
Chief Financial Officer
Principal Financial Officer
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Exhibit Number
3.1
3.2

33

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9*
10.10*

14.0*
99.1

31.1%*
31.2%*
32.1%*
32.2%

101*

Index to Exhibits

Description
Third Articles of Amendment and Restatement (incorporated by reference to Exhibit 3.1 to Form 10-Q filed on
November 14, 2012)
Second Amended and Restated Bylaws, as amended by Amendment No. 1. (incorporated by reference to Exhibit
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*%

Filed or furnished herewith

In accordance with Item 601(b)(32) of Regulation S-K, this Exhibit is not deemed “filed” for purposes of Section 18 of the
Exchange Act or otherwise subject to the liabilities of that section. Such certifications will not be deemed incorporated by
reference into any filing under the Securities Act or the Exchange Act, except to the extent that the registrant specifically
incorporates it by reference.
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Exhibit 10.9
LOAN AGREEMENT
Dated as of May 8§, 2017
between

KAUAI COCONUT BEACH, LLC and KAUAI COCONUT BEACH OPERATOR, LLC,
individually and collectively, and jointly and severally, as Borrower

and

TH COMMERCIAL MORTGAGE LLC,
as Lender
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LOAN AGREEMENT

This LOAN AGREEMENT, dated as of May 8§, 2017 (as amended, restated, replaced, supplemented or otherwise modified
from time to time, this “Agreement”), between TH COMMERCIAL MORTGAGE LLC, a Delaware limited liability company, having
an address at c/o Two Harbors Investment Corp., 601 Carlson Parkway, Suite 1400, Minnetonka, Minnesota 55305 (together with its
successors and assigns, “Lender”), and KAUAI COCONUT BEACH, LLC (“Owner Borrower”) and KAUAI COCONUT BEACH
OPERATOR, LLC (“Operator Borrower” and together with Owner Borrower, individually and collectively, and jointly and severally,
Borrower”), each a Delaware limited liability company having its principal place of business at 15601 Dallas Parkway, Suite 600,
Addison, Texas 75001.

WITNESSETH:

WHEREAS, Borrower desires to obtain a loan in the original principal amount of up to FORTY-FOUR MILLION and No/100
Dollars ($44,000,000.00) from Lender pursuant to this Agreement (the “Loan”); and

WHEREAS, Lender is willing to make the Loan to Borrower, subject to and in accordance with the terms of this Agreement and
the other Loan Documents (as hereinafter defined).

NOW THEREFORE, in consideration of the making of the Loan by Lender and the covenants, agreements, representations and
warranties set forth in this Agreement, the parties hereto hereby covenant, agree, represent and warrant as follows:

ARTICLE 1
DEFINITIONS; PRINCIPLES OF CONSTRUCTION

Section 1.1  Definitions. For all purposes of this Agreement, except as otherwise expressly required or unless the context
clearly indicates a contrary intent:

“Acknowledgment” shall mean the Acknowledgment, dated on or about the date hereof made by the Counterparty, or as
applicable, an Approved Counterparty.

“Additional Insolvency Opinion” shall have the meaning set forth in Section 5.2.12(b) hereof.

“Affiliate” shall mean, as to any Person, any other Person that, directly or indirectly, is in Control of, is Controlled by or is under
common Control with such Person or is a director or officer of such Person or of an Affiliate of such Person.

“Affiliated Manager” shall mean any Manager in which Borrower or Guarantor has, directly or indirectly, any legal, beneficial
or economic interest.

“Agreement” shall mean this Loan Agreement, as the same may be amended, restated, replaced, supplemented or otherwise
modified from time to time.
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“ALTA” shall mean American Land Title Association or any successor thereto.
“Amortization Commencement Date” shall mean June 9, 2020.

“Annual Budget” shall mean the operating budget, including all planned Capital Expenditures, for the Property prepared by
Borrower in accordance with Section 5.1.11(d) hereof for the applicable Fiscal Year or other period.

“Appraisal” shall mean an “as is” appraisal prepared in accordance with the requirements of FIRREA, prepared by an
independent third-party appraiser selected by Lender holding an MAI designation, who is state licensed or state certified if required under
the laws of the state where the Property is located, who meets the requirements of FIRREA and is otherwise in form and substance
reasonably acceptable to Lender.

“Approved Annual Budget” shall have the meaning set forth in Section 5.1.11(e) hereof.

“Approved CapEx Expenses” shall mean expenses for effecting and completing (x) the PIP Work as set forth in the PIP Work
Budget and (y) the Elective CapEx Work as set forth in the Elective CapEx Work Budget.

“Approved Counterparty” shall mean a bank or other financial institution which has either (a) a long-term unsecured debt
rating of “A-" or higher by S&P or (b) a long-term unsecured debt rating of not less than “A3” by Moody’s (or, after a Securitization,
if applicable, the equivalent of the foregoing by the applicable Approved Rating Agencies). After a Securitization of the Loan, only the
ratings of those Rating Agencies designated by Lender in connection with such Securitization shall apply.

“Approved FF&E Expenditures” shall mean the cost of FF&E Expenditures incurred by Borrower and either (i) included in
the Approved Annual Budget or (ii) approved by Lender, which approval shall not be unreasonably withheld or delayed.

“Approved Rating Agencies” shall mean each of S&P, Moody’s, Fitch, Kroll, DBRS, Morningstar and Realpoint or any other
nationally recognized statistical rating agency which has been approved by Lender and designated by Lender to assign a rating to the
Securities.

“Assignment of Leases” shall mean that certain first priority Assignment of Leases and Rents, dated as of the date hereof, from
Borrower, as assignor, to Lender, as assignee, assigning to Lender all of Borrower’s interest in and to the Leases and Rents of the Property
as security for the Loan, as the same may be amended, restated, replaced, supplemented or otherwise modified from time to time.

“Assignment of Management Agreement” shall mean that certain Assignment of Management Agreement and Subordination
of Management Fees, dated as of the date hereof, among Lender, Borrower and Manager, or, if Manager is replaced with a Qualified
Manager after the date hereof, an Assignment of Management Agreement and Subordination of Management Fees among Lender,
Borrower and Qualified Manager, delivered to Lender pursuant to the terms and provisions of this Agreement, in each case, as the same
may be amended, restated, replaced, supplemented or otherwise modified from time to time.
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“Assignment of Rate Cap” shall mean that certain Assignment of Interest Rate Cap Agreement dated on or about the date
hereof, between Lender and Borrower, as the same may be amended, restated, replaced, supplemented or otherwise modified from time
to time.

“Assumed Debt Service” shall mean the Debt Service which would be due on the most recent Payment Date, annualized,
assuming an interest rate equal to the lesser of (i) LIBOR for the next twelve months after the date of measurement as then reported by
Chatham Financial, or if LIBOR is not available from Chatham Financial, then from Reuters and (ii) the Strike Price then in effect.

“Assumed Note Rate” shall mean an interest rate equal to the sum of one percent (1%) plus the Interest Rate applicable to the
preceding Interest Period.

“Award” shall mean any compensation paid by any Governmental Authority in connection with a Condemnation in respect of
all or part of the Property.

“Backward-Looking Special Purpose Entity Representations and Warranties” shall have the meaning set forth in Section
4.1.30 hereof.

“Bankruptcy Action” shall mean with respect to any Person (a) such Person filing a voluntary petition under the Bankruptcy
Code or any other federal or state bankruptcy or insolvency law; (b) the filing of an involuntary petition against such Person under
the Bankruptcy Code or any other federal or state bankruptcy or insolvency law, or soliciting or causing to be solicited petitioning
creditors for any involuntary petition filed against such Person; (c) such Person filing an answer consenting to or otherwise acquiescing
in or joining in any involuntary petition filed against it, by any other Person under the Bankruptcy Code or any other federal or state
bankruptcy or insolvency law, or soliciting or causing to be solicited petitioning creditors for any involuntary petition from any Person;
(d) such Person consenting to or acquiescing in or joining in an application for the appointment of a custodian, receiver, trustee, assignee,
sequestrator (or similar official), liquidator, or examiner for such Person or any portion of the Property; (e) the filing of a petition against
a Person seeking reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar relief under the Bankruptcy
Code or any other applicable law; (f) under the provisions of any other law for the relief or aid of debtors, an action taken by any court
of competent jurisdiction that allows such court to assume custody or Control of a Person or of the whole or any substantial part of its
property or assets or (g) such Person making an assignment for the benefit of creditors, or admitting, in writing or in any legal proceeding,
its insolvency or inability to pay its debts as they become due.

“Bankruptcy Code” shall mean Title 11 of the United States Code, 11 U.S.C. § 101, et seq., as the same may be amended
from time to time, and any successor statute or statutes and all rules and regulations from time to time promulgated thereunder, and any
comparable foreign laws relating to bankruptcy, insolvency or creditors’ rights or any other federal or state bankruptcy or insolvency law.
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“Basic Carrying Costs” shall mean, for any period, the sum of the following costs: (a) Taxes, (b) Other Charges and (c)
Insurance Premiums.

“Behringer Guarantor” shall mean Behringer Harvard Opportunity REIT II, Inc., a Maryland corporation.

“Behringer JV Member” shall mean, collectively, Behringer Harvard Kauai Hotel, LLC, a Delaware limited liability company,
and Harvard Kauai Hotel TRS, Inc., a Delaware corporation.

“Behringer Buyout Event” shall mean Behringer JV Member ceases to be a member of the Joint Venture as a result of the
exercise by either JMI JV Member or Behringer JV Member of the provisions set forth in Article X of the JV Agreement in effect on the
Closing Date.

“Behringer Buyout Event Conditions” shall mean, (1) after giving effect to the Behringer Buyout Event, either (x) JMI
Guarantor satisfies all of the financial covenants applicable to both Behringer Guarantor and JMI Guarantor set forth in Section 5.2 and/
or 13 of the Guarantor Documents, as applicable (and all of the Guarantor Documents shall be deemed to be modified to state that JMI
Guarantor shall satisfy all such covenants), or (y) Borrower provides a replacement guarantor acceptable to Lender and such replacement
guarantor executes and delivers to Lender a new guaranty, completion guaranty and environmental indemnity agreement or joinders to the
Guarantor Documents pursuant to which such guarantor assumes, on a joint and several basis, all of Behringer Guarantor’s obligations
under the Guarantor Documents, in each case, in form and substance reasonably acceptable to Lender, (2) no Event of Default shall have
occurred and be continuing, (3) after giving effect to the Behringer Buyout Event, (x) JMI JV Member owns at least twenty percent
(20)% of the direct or indirect interests in each Borrower and the remaining interests in each Borrower are directly or indirectly owned
by JMI JV Member or another Person acceptable to Lender and (y) JMI Guarantor owns at least two and seventy-five hundredths percent
(2.75%) of the direct interests in JMI JV Member and continues to Control, directly or indirectly, JMI JV Member and each Borrower,
(4) all of the conditions set forth in clauses (II) — (VIII) of Section 5.2.10(d) have been satisfied, and (5) Borrower pays all reasonable
out-of-pocket costs and expenses incurred by Lender in connection with the foregoing.

“Borrower” shall have the meaning set forth in the introductory paragraph hereto, together with its successors and permitted
assigns.

“Breakage Costs” shall have the meaning set forth in Section 2.2.6 hereof.

“Broker” shall have the meaning set forth in Section 10.21 hereof.

“Business Day” shall mean any day other than a Saturday, Sunday or any other day on which any of the following institutions is
not open for business: (a) banks and savings and loan institutions in New York, New York, (b) the trustee under a Securitization (or, if no

Securitization has occurred, Lender), (c) any Servicer, (d) the financial institution that maintains any collection account for or on behalf
of any Servicer or any Reserve Funds, (e) the New York Stock Exchange or (f) the Federal Reserve Bank of New York.
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“CapEx” shall mean, individually and collectively, the PIP Work set forth on the PIP Work Budget and the Elective CapEx
Work set forth on the Elective CapEx Work Budget.

“Capital Expenditures” shall mean, for any period, the amount expended for items capitalized under GAAP (including
expenditures for building improvements or major repairs, leasing commissions and tenant improvements).

“Cash Management Account” shall have the meaning set forth in Section 2.7.2(a) hereof.

“Cash Management Agreement” shall mean that certain Cash Management Agreement, dated as of the date hereof, by and
among Borrower, Manager, Deposit Bank and Lender, as the same may be amended, restated, replaced, supplemented or otherwise
modified from time to time.

“Cash Trap Cure” shall mean the occurrence of any of the following with respect to the applicable Cash Trap Event: (i) in the
case of a Cash Trap Event set forth in clause (i) of the definition of Cash Trap Event, a cure of the Event of Default giving rise to such
Cash Trap Event occurs and no other Event of Default has occurred which is continuing; (ii) in the case of a Cash Trap Event set forth
in clause (ii) of the definition of Cash Trap Event with respect to Manager only, if Borrower replaces Manager with a Qualified Manager
under a Replacement Management Agreement; and (iii) in the case of a Cash Trap Event set forth in clause (iii) of the definition of Cash
Trap Event, if for two consecutive calendar quarters since the calendar quarter in which the Cash Trap Event occurred (A) no Event of
Default has occurred and is continuing at the end of such period, (B) no event that would trigger another Cash Trap Period has occurred
and is continuing at the end of such period, and (C) the Debt Yield has been equal to or greater than eight and fifty hundredths percent
(8.50%); provided, however, Borrower may, at its sole election, elect to voluntarily prepay such portion of the Loan pursuant to and in
accordance with the terms and provisions of Section 2.4.1 hereof to the extent necessary to satisfy the provisions of this clause (iii).

“Cash Trap Event” shall mean the occurrence of any of the following: (i) an Event of Default; (ii) a Bankruptcy Action with
respect to Borrower, Principal, Guarantor or Manager; or (iii) at any time after the earlier of (x) twelve months after the PIP Work has

been Completed and (y) June 9, 2019 to maintain a Debt Yield equal to or greater than eight and fifty hundredths percent (8.50%).

“Cash Trap Period” shall be deemed to commence upon the occurrence of a Cash Trap Event and shall continue until all prior
Cash Trap Events have been the subject of a Cash Trap Cure.

“Casualty” shall have the meaning set forth in Section 6.2 hereof.
“Casualty Consultant” shall have the meaning set forth in Section 6.4(b)(iii) hereof.

“Casualty Threshold” shall have the meaning set forth in Section 6.2 hereof.
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“Certification of Documents” shall mean that certain Certification of Financial Statements and Operating Statement, dated as
of the date hereof, made by Borrower for the benefit of Lender.

“Change in Law” shall mean the occurrence, after the date of this Agreement, of any of the following: (a) the adoption or taking
effect of any law, rule, regulation or treaty, (b) any change in any law, rule, regulation or treaty or in the administration, interpretation,
implementation or application thereof by any Governmental Authority or (c) the making or issuance of any request, rule, guideline or
directive by any Governmental Authority; provided that notwithstanding anything herein to the contrary, (x) the Dodd-Frank Wall Street
Reform and Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith and
(y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel Committee on Banking
Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case pursuant to Basel
I11, shall in each case be deemed to be a “Change in Law”, regardless of the date enacted, adopted or issued.

“Clearing Account” shall have the meaning set forth in Section 2.7.1(a) hereof.

“Clearing Account Agreement” shall mean that certain Deposit Account Control Agreement, dated the date hereof among
Borrower, Manager, Lender and the Clearing Bank, as the same may be amended, restated, replaced, supplemented or otherwise modified
from time to time, relating to funds deposited in the Clearing Account.

“Clearing Bank” shall mean First Hawaiian Bank, or any successor or permitted assigns thereof.

“Closing Date” shall mean the date of this Agreement.

“Code” shall mean the Internal Revenue Code of 1986, as amended.

“Collateral” shall have the meaning set forth in the Security Instrument.

“Comfort Letter” shall mean the comfort letter, dated as of the date hereof, among Lender, Borrower and Franchisor, as the
same may be amended, restated, replaced, supplemented or otherwise modified from time to time.

“Commencement” shall mean the commencement of any physical construction relating to the CapEx. The words “Commence”
and “Commenced” shall have correlative meanings.
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“Complete” shall mean, (1) with respect to the PIP Work, (x) that the same is completed substantially in accordance with the
PIP Work Budget, the PIP, all plans and specifications approved by Franchisor in connection therewith, all applicable Legal Requirements
and, the Franchise Agreement, and paid for in full, free of all mechanics’, labor, materialmen’s and other Lien claims, (y) a certificate
of completion for such PIP Work has been signed by Borrower and Borrower’s third party architect and delivered to Lender (which
such certificate shall include a statement that the PIP has been completed substantially in accordance with the PIP Work Budget, all
plans and specifications approved by Franchisor in connection therewith, and the Franchise Agreement), and (z) at Lender’s option, a
satisfactory inspection of the PIP Work made by Lender or its agent, representative, or independent contractor, and (2) with respect to
the Elective CapEx Work, (x) that the same is completed substantially in accordance with the Elective CapEx Work Budget, all plans
and specifications in connection therewith, all applicable Legal Requirements and, to the extent applicable, the Franchise Agreement, and
paid for in full, free of all mechanics’, labor, materialmen’s and other Lien claims and (y) a certificate of completion for such Elective
CapEx Work has been signed by Borrower and Borrower’s third party architect (if any) and delivered to Lender (which such certificate
shall include a statement that the Elective CapEx Work has been completed substantially in accordance with the Elective CapEx Work
Budget, all plans and specifications in connection therewith, and, if applicable, the Franchise Agreement). The words “Completed” and
“Complete” shall have correlative meanings.

“Completion Date” shall mean the earlier of (x) with respect to any item specified under the PIP, the date specified by
Franchisor in any written notice to Borrower and (y) the Stated Maturity Date.

“Completion Guaranty” shall mean that certain Completion Guaranty, dated as of the date hereof, from Guarantor in favor of
Lender, as the same may be amended, restated, replaced, supplemented or otherwise modified from time to time.

“Condemnation” shall mean a temporary or permanent taking by any Governmental Authority as the result or in lieu or in
anticipation of the exercise of the right of condemnation or eminent domain, of all or any part of the Property, or any interest therein or
right accruing thereto, including any right of access thereto or any change of grade affecting the Property or any part thereof.

“Condemnation Proceeds” shall have the meaning set forth in Section 6.4(b) hereof.

“Control” shall mean, with respect to any Person, the possession, directly or indirectly, of the power to direct or cause the
direction of the management, policies or activities of such Person, whether through ownership of voting securities, by contract or

otherwise. “Controlled” and “Controlling” shall have correlative meanings.

“Counterparty” shall mean, with respect to the Interest Rate Cap Agreement, the party identified as the “Counterparty” in the
Assignment of Rate Cap and with respect to any Replacement Interest Rate Cap Agreement, any Approved Counterparty thereunder.

“Counterparty Opinion” shall have the meaning set forth in Section 2.8.3(f) hereof.
“Covered Rating Agency Information” shall have the meaning set forth in Section 10.13(d) hereof.

“DBRS” shall mean Dominion Bond Rating Service.

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

“Debt” shall mean the Outstanding Principal Balance together with all interest accrued and unpaid thereon and all other sums
(including any Yield Maintenance Premium, the Exit Fee and Breakage Costs) due to Lender in respect of the Loan under the Note, this
Agreement, the Security Instrument or any other Loan Document.

“Debt Service” shall mean, with respect to any particular period of time, scheduled principal and interest payments due under
this Agreement and the Note.

“Debt Service Coverage Ratio” shall mean, as of any date, the ratio calculated by Lender of (a) the Net Operating Income to
(b) the Assumed Debt Service as of such date of determination.

“Debt Yield” shall mean, as of any date, the percentage calculated by Lender equal to the quotient, stated as a percentage,
obtained by dividing (i) the Net Operating Income by (ii) the Outstanding Principal Balance as of such date.

“Default” shall mean the occurrence of any event hereunder or under any other Loan Document which, but for the giving of
notice or passage of time, or both, would be an Event of Default.

“Default Rate” shall mean a rate per annum equal to the lesser of (a) the Maximum Legal Rate and (b) four percent (4%) above
the Interest Rate.

“Deficiency” shall have the meaning set forth in Section 2.5.6(b) hereof.

“Deposit Bank” shall mean Wells Fargo Bank, National Association, or any successor Eligible Institution acting as the “Deposit
Bank” under the Cash Management Agreement.

“Disclosure Document” shall mean a prospectus, prospectus supplement, private placement memorandum, offering
memorandum, offering circular, term sheet, road show presentation materials or other offering documents or marketing materials, in each

case in preliminary or final form, used to offer Securities in connection with a Securitization.

“Disregarded Entity” shall mean an entity disregarded from its owner for federal income tax purposes under United States
Treasury regulations Section 301.7701-3.

“Dollars” and the sign “$” shall mean lawful money of the United States of America.

“Elective CapEx Work” shall mean all of the work and items including all hard and soft costs and capital improvements to the
Property contemplated by the Elective CapEx Work Budget that is not PIP Work.

“Elective CapEx Work Budget” shall have the meaning set forth in Section 5.6.1(b) hereof.
“Elective CapEx Work Conditions” shall have the meaning set forth in Section 5.6.1(b) hereof.

“Elective CapEx Work Deficiency” shall have the meaning set forth in Section 2.5.6(b) hereof.
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“Elective CapEx Work Future Advance Amount” shall have the meaning set forth in Section 2.1.2 hereof.

“Eligible Account” shall mean a separate and identifiable account from all other funds held by the holding institution that is
either (a) an account or accounts maintained with a federal or state-chartered depository institution or trust company which complies
with the definition of “Eligible Institution” or (b) a segregated trust account or accounts maintained with a federal- or state-chartered
depository institution or trust company acting in its fiduciary capacity that has a Moody’s rating of at least “Baa3” and which, in the case
of a state-chartered depository institution or trust company, is subject to regulations substantially similar to 12 C.F.R. § 9.10(b), having
in either case a combined capital and surplus of at least Fifty Million and No/100 Dollars ($50,000,000.00) and subject to supervision or
examination by federal and state authority, as applicable. An Eligible Account will not be evidenced by a certificate of deposit, passbook
or other instrument.

“Eligible Institution” shall mean a depository institution or trust company insured by the Federal Deposit Insurance
Corporation, the short-term unsecured debt obligations or commercial paper of which are rated at least “A-1” by S&P and “P-2” by
Moody’s, in the case of accounts in which funds are held for thirty (30) days or less (or, in the case of accounts in which funds are held
for more than thirty (30) days, the long-term unsecured debt obligations of which are rated at least “A” by S&P and “Aa2” by Moody’s.

“Embargoed Person” shall mean any Person subject to trade restrictions under U.S. law, including, but not limited to, The USA
Patriot Act (including the anti-terrorism provisions thereof), the International Emergency Economic Powers Act, 50 U.S.C. §§ 1701,
et seq., The Trading with the Enemy Act, 50 U.S.C. App. 1 et seq., and any Executive Orders or regulations promulgated thereunder
including those related to Specially Designated Nationals and Specially Designated Global Terrorists, with the result that the investment
in Borrower, Principal or Guarantor, as applicable (whether directly or indirectly), is prohibited by law or the Loan made by Lender is in
violation of law.

“Environmental Indemnity” shall mean that certain Environmental Indemnity Agreement, dated as of the date hereof, executed
by Borrower and Guarantor in connection with the Loan for the benefit of Lender, as the same may be amended, restated, replaced,
supplemented or otherwise modified from time to time.
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“Environmental Statutes” shall mean any present and future federal, state and local laws, statutes, ordinances, rules,
regulations and the like, as well as common law, relating to protection of human health or the environment, relating to Hazardous
Substances, and/or relating to liability for or costs of other actual or threatened danger to human health or the environment. The term
“Environmental Statutes” includes, but is not limited to, the following statutes, as amended, any successor thereto, and any regulations
promulgated pursuant thereto, and any state or local statutes, ordinances, rules, regulations and the like addressing similar issues: the
Comprehensive Environmental Response, Compensation and Liability Act; the Emergency Planning and Community Right-to-Know
Act; the Hazardous Substances Transportation Act; the Resource Conservation and Recovery Act (including but not limited to Subtitle
I relating to underground storage tanks); the Solid Waste Disposal Act; the Clean Water Act; the Clean Air Act; the Toxic Substances
Control Act; the Safe Drinking Water Act; the Occupational Safety and Health Act; the Federal Water Pollution Control Act; the Federal
Insecticide, Fungicide and Rodenticide Act; the Endangered Species Act; the National Environmental Policy Act; and the Rivers and
Harbors Appropriation Act. The term “Environmental Statutes” also includes, but is not limited to, any present and future federal,
state and local laws, statutes, ordinances, rules, regulations, permits or authorizations and the like, as well as common law, that (a)
condition transfer of property upon a negative declaration or other approval of a Governmental Authority of the environmental condition
of the property or any portion thereof; (b) require notification or disclosure of releases of Hazardous Substances or other environmental
condition of a property to any Governmental Authority or other Person, whether or not in connection with any transfer of title to or interest
in such property; (c) impose conditions or requirements in connection with environmental permits or other environmental authorization
for lawful activity; (d) relate to environmental causes of action related to the Property or any portion thereof; or (e) relate to wrongful
death, personal injury, or property or other damage in connection with any environmental condition of or at the Property or any portion
thereof.

“ERISA” shall mean the Employee Retirement Income Security Act of 1974, as amended from time to time, and the regulations
promulgated and the rulings issued thereunder.

“ERISA Affiliate” shall mean each person (as defined in Section 3(9) of ERISA) that together with Borrower or Guarantor
would be deemed to be a “single employer” within the meaning of Section 414(b), (c), (m), (n) or (o) of the Code.

“Event of Default” shall have the meaning set forth in Section 8.1(a) hereof.

“Excess Cash” shall have the meaning set forth in Section 2.7.2(b)(viii) hereof.

“Excess Cash Reserve Account” shall have the meaning set forth in Section 7.7 hereof.
“Excess Cash Reserve Funds” shall have the meaning set forth in Section 7.7 hereof.

“Exchange Act” shall mean the Securities Exchange Act of 1934, as the same may be amended, modified or replaced, from
time to time.

“Exchange Act Filing” shall have the meaning set forth in Section 5.1.11(g) hereof.

“Excluded Tax” shall mean any of the following Taxes required to be withheld or deducted from a payment to Lender: (a) Taxes
imposed on or measured by net income (however denominated), franchise Taxes and branch profits Taxes, in each case, imposed as a
result of Lender being organized under the laws of, or having its principal office or its applicable lending office located in, the jurisdiction
imposing such Taxes (or any political subdivision thereof), and (b) in the case of a Foreign Lender, U.S. federal withholding Taxes
imposed on amounts payable to or for the account of such Foreign Lender with respect to an applicable interest in the Loan pursuant to
a law in effect on the date on which (i) such Foreign Lender acquires such interest in the Loan or (ii) such Foreign Lender changes its
lending office, except in each case to the extent that, pursuant to Section 2.11, amounts with respect to such Taxes were payable either to
such Foreign Lender’s assignor immediately before such Foreign Lender became a party hereto or to such Foreign Lender immediately
before it changed its lending office.
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“Exit Fee” shall mean an amount equal to fifty hundredths of one percent (.50%) of the principal balance of the Loan being
repaid or prepaid, plus, with respect to amounts due and owing on the Maturity Date (or earlier acceleration) or final repayment of the
Loan, fifty hundredths of one percent (.50%) of the maximum principal amount of the Loan less (x) the aggregate amount of Exit Fees
already paid and (y) any unadvanced Future Advance Amount that has been cancelled pursuant to Section 2.5.8. The Exit Fee payable
hereunder by the Borrower to the Lender is payment for the use or forbearance of money or consideration for entering into this Agreement
to make a loan, and are not payments for services, and shall be taken into account by the Borrower and Lender as required by the original
issue discount rules of the Code and the Treasury regulations thereunder.

“Extension Fee” shall mean, (x) with respect to the First Extension Option, a non-refundable fee equal to twenty-five hundredths
of one percent (.25%) of the Outstanding Principal Balance as of the Stated Maturity Date, payable on the Stated Maturity Date and
(y) with respect to the Second Extension Option, a non-refundable fee equal to twenty-five hundredths of one percent (.25%) of the
Outstanding Principal Balance as of the First Extended Maturity Date, payable on the First Extended Maturity Date. The Extension Fee
payable hereunder by the Borrower to the Lender are payments for the use or forbearance of money or consideration for entering into this
Agreement to make a loan, and are not payments for services, and shall be taken into account by the Borrower and Lender as required by
the original issue discount rules of the Internal Revenue Code of 1986, as amended, and the Treasury regulations thereunder.

“Extension Option” shall mean the First Extension Option or the Second Extension Option, as applicable.
“Extraordinary Expense” shall have the meaning set forth in Section 5.1.11(f) hereof.

“FF&E” shall mean fixtures, furnishings, equipment, furniture, and other items of tangible personal property now or hereafter
located in or on the Property or the Improvements or used in connection with the use, occupancy, operation and maintenance of
all or any part of the hotel located on the Property, other than stocks of food and other supplies held for consumption in normal
operation but including, without limitation, appliances, machinery, equipment, signs, artwork, office furnishings and equipment, guest
room furnishings, and specialized equipment for kitchens, laundries, bars, restaurant, public rooms, health and recreational facilities,
linens, dishware, all partitions, screens, awnings, shades, blinds, floor coverings, hall and lobby equipment, heating, lighting, plumbing,
ventilating, refrigerating, incinerating, elevators, escalators, air conditioning and communication plants or systems with appurtenant
fixtures, vacuum cleaning systems, call or beeper systems, security systems, sprinkler systems and other fire prevention and extinguishing
apparatus and materials; reservation system computer and related equipment; all equipment, manual, mechanical or motorized, for the
construction, maintenance, repair and cleaning of, parking areas, walks, underground ways, truck ways, driveways, common areas,
roadways, highways and streets; and the Vehicles (as defined in the Uniform System of Accounts for Hotels).
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“FF&E Expenditures” for any period shall mean the amount expended for FF&E Work in, at or to the Property.
“FF&E Reserve Account” shall have the meaning set forth in Section 7.6.1 hereof.

“FF&E Reserve Funds” shall have the meaning set forth in Section 7.6.1 hereof.

“FF&E Reserve Monthly Deposit” shall have the meaning set forth in Section 7.6.1.

“FF&E Work” shall have the meaning set forth in Section 7.6.1 hereof.

“First Extended Maturity Date” shall have the meaning set forth in Section 2.9.1 hereof.

“First Extension Notice” shall have the meaning set forth in Section 2.9.1 hereof.

“First Extension Option” shall have the meaning set forth in Section 2.9.1 hereof.

“First Payment Date” shall have the meaning set forth in Section 2.3.2(a) hereof.

“Fiscal Year” shall mean each twelve (12) month period commencing on January 1 and ending on December 31 during each
year of the term of the Loan.

“Fitch” shall mean Fitch, Inc.

“Food and Beverage Management Agreement” shall mean that certain Amended and Restated Food and Beverage
Management Agreement, dated as of October 20, 2010, between Operator Borrower and License Holder.

“Foreign Lender” shall mean a Lender at any time that it is not a U.S. Person.

“Franchise Agreement” shall mean, individually and collectively, as the context requires, (x) that certain Franchise Agreement,
as amended by Amendment to Franchise Agreement required by the State of Hawaii, dated as of October 21, 2010, between Operator
Borrower and Franchisor, pursuant to which Operator Borrower has the right to operate the hotel located on the Property under a name
and/or hotel system controlled by such Franchisor, and (y) that certain Owner Agreement, dated as of October 21, 2010, between Owner
Borrower, Operator Borrower and Franchisor, as each of the same may have been amended or modified by the Comfort Letter.

“Franchisor” shall mean Marriott International, Inc., a Delaware corporation.

“Full Replacement Cost” shall have the meaning set forth in Section 6.1(a)(i) hereof.

“Future Advance” shall have the meaning set forth in Section 2.1.2 hereof.

“Future Advance Amount” shall have the meaning set forth in Section 2.1.2 hereof.

“Future Advance Force Funding Date” shall mean November 9, 2018.
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“GAAP” shall mean generally accepted accounting principles in the United States of America as of the date of the applicable
financial report.

“Governmental Authority” shall mean any court, board, agency, commission, office or other authority of any nature
whatsoever for any governmental unit (federal, state, county, district, municipal, city, foreign or otherwise) whether now or hereafter in
existence.

“Gross Income from Operations” shall mean, as of any date of determination, all income, computed in accordance with
GAAP, and the Uniform System of Accounts for Hotels, derived from the ownership and operation of the Property or any portion thereof
from whatever source during the twelve (12) month period ending with the most recent calendar month reporting, including, but not
limited to, Rents, utility charges, escalations, room revenues, credit card receipts, food and beverage revenues, forfeited security deposits,
interest (if any) on credit accounts and on Reserve Funds, concession fees and charges, business interruption or other loss of income or
rental insurance proceeds, service fees or charges, license fees, sums paid from users of parking spaces and other facilities or amenities
located on the Property, rent concessions or credits, and other pass-through or reimbursements paid by Tenants under the Leases of
any nature but excluding (a) other than with respect to Hotel Transactions, Rents from Tenants that (i) are in monetary default under
the applicable Lease for a period of sixty (60) days or more, (ii) are not in physical occupancy of the applicable leased premises, (iii)
intentionally omitted, (iv) are then in a free rent period (other than the non-abated portion of rents under such Leases which are still
payable during the applicable free rent period any and other rent payable following such period), (v) are the subject of, or otherwise
subject to, or whose lease guarantor(s) are subject to, a Bankruptcy Action, (vi) are Affiliates of Borrower or Guarantor (except that
proceeds from the Operating Lease shall be included, as set forth above), or (vii) have notified Borrower or their intent to terminate
the applicable lease or vacate the applicable leased premises, (b) sales, use and occupancy or other taxes on receipts required to be
accounted for by Borrower to any Governmental Authority, (c) refunds and uncollectible accounts, (d) proceeds from the sale of FF&E,
(e) insurance proceeds and Condemnation Proceeds (other than business interruption or other loss of income insurance) payable following
a Casualty or Condemnation of all or any portion of the Property, and (f) any disbursements to Borrower from any of the Reserve Funds.
Notwithstanding anything to the contrary contained in this definition, (i) Gross Income from Operations shall exclude any non-recurring
Gross Income from Operations and (ii) Rents from Tenants who have less than two (2) months remaining on the term of their applicable
Lease(s) as of the date of determination shall be capped at $250,000 per year.

“Guarantor” shall mean, individually and collectively, and jointly and severally, Behringer Guarantor and JMI Guarantor.

“Guarantor Documents” shall mean, individually and collectively, the Guaranty, the Completion Guaranty, and the
Environmental Indemnity.

“Guaranty” shall mean that certain Guaranty of Recourse Obligations, dated as of the date hereof, from Guarantor in favor of
Lender, as the same may be amended, restated, replaced, supplemented or otherwise modified from time to time.

13

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

“Hotel Transactions” shall mean, collectively, (i) occupancy arrangements for customary hotel transactions in the ordinary
course of Borrower’s business conducted at the hotel located at the Property, including nightly rentals (or licensing) of individual hotel
rooms or suites, banquet room use and food and beverage services and (ii) informational or guest services which are terminable on
one month’s notice or less without cause and without penalty or premium, including co-marketing, promotional services and outsourced
services.

“Hazardous Substances” shall include, but are not limited to, (a) any and all substances (whether solid, liquid or gas) defined,
listed, or otherwise classified as pollutants, hazardous wastes, hazardous substances, hazardous materials, extremely hazardous wastes,
or words of similar meaning or regulatory effect under any present or future Environmental Statutes or that may have a negative impact
on human health or the environment, including, but not limited to, petroleum and petroleum products, asbestos and asbestos-containing
materials, polychlorinated biphenyls, lead, radon, radioactive materials, flammables and explosives, but excluding substances of kinds
and in amounts ordinarily and customarily used or stored in such properties similar to the Property for the purposes of cleaning or other
maintenance or operations and otherwise in compliance with all Environmental Statutes, and (b) mold, mycotoxins, microbial matter, and/
or airborne pathogens (naturally occurring or otherwise) which pose a threat (imminent or otherwise) to human health or the environment
or adversely affect the Property or any portion thereof.

“Hawaiian Rainforest Lease” shall mean that certain Lease, dated as of April 27, 2005, between Operator Borrower (successor-
in-interest to PK Holdings, LLC, a Hawaii limited liability company, as landlord, and Hawaiian Rainforest LLC, a Hawaii limited liability
company, as tenant, as the same may be amended, restated, supplemented or otherwise modified from time to time pursuant to the terms
and provisions of this Agreement.

“Highgate” shall mean Highgate Hotels L.P., a Delaware limited partnership.

“Improvements” shall have the meaning set forth in the granting clause(s) of the Security Instrument.

“Increased Costs” shall have the meaning set forth in Section 2.10.1 hereof.

“Indebtedness” shall mean for any Person, on a particular date, the sum (without duplication) at such date of (a) all indebtedness
or liability of such Person (including, without limitation, amounts for borrowed money and indebtedness in the form of mezzanine debt
and preferred equity); (b) obligations evidenced by bonds, debentures, notes, or other similar instruments; (c) obligations for the deferred
purchase price of property or services (including trade obligations); (d) obligations under letters of credit; (e) obligations under acceptance
facilities; (f) all guaranties, endorsements (other than for collection or deposit in the ordinary course of business) and other contingent
obligations to purchase, to provide funds for payment, to supply funds, to invest in any Person, or otherwise to assure a creditor against

loss; and (g) obligations secured by any Liens, whether or not the obligations have been assumed (other than Permitted Encumbrances).

“Indemnified Liabilities” shall have the meaning set forth in Section 10.13(b) hereof.
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“Indemnified Parties” shall mean Lender and any Affiliate or designee of Lender that has filed any registration statement
relating to a Securitization or has acted as the sponsor or depositor in connection with a Securitization, any Affiliate of Lender that acts
as an underwriter, placement agent or initial purchaser of Securities issued in a Securitization, any other co-underwriters, co-placement
agents or co-initial purchasers of Securities issued in a Securitization, and each of their respective officers, directors, partners, employees,
representatives, agents and Affiliates and each Person who Controls any such Person within the meaning of Section 15 of the Securities
Act or Section 20 of the Exchange Act, any Person that is or will have been involved in the origination of the Loan, any Person that
is or will have been involved in the servicing of the Loan secured hereby, any Person in whose name the encumbrance created by the
Security Instrument is or will have been recorded, any Person that may hold or acquire or will have held a full or partial interest in the
Loan secured hereby (including, but not limited to, investors or prospective investors in the Securities, as well as custodians, trustees and
other fiduciaries that hold or have held a full or partial interest in the Loan secured hereby for the benefit of third parties) as well as the
respective directors, officers, shareholders, partners, employees, agents, servants, representatives, contractors, subcontractors, Affiliates,
subsidiaries, participants, successors and assigns of any and all of the foregoing (including, but not limited to, any other Person that holds
or acquires or will have held a participation or other full or partial interest in the Loan, whether during the term of the Loan or as a part
of or following a foreclosure of the Loan and including, but not limited to any successors by merger, consolidation or acquisition of all or
a substantial portion of Lender’s assets and business).

“Indemnified Taxes” shall mean (a) Taxes, other than Excluded Taxes, imposed on or with respect to any payment made by or
on account of any obligation of Borrower or Guarantor under any Loan Document and (b) to the extent not otherwise described in clause
(a), Other Taxes.

“Independent Director” shall mean an individual who has prior experience as an independent director, independent manager or
independent member with at least three (3) years of employment experience and who is provided by CT Corporation, Corporation Service
Company, National Registered Agents, Inc., Wilmington Trust Company, Stewart Management Company, Lord Securities Corporation
or another nationally-recognized company reasonably approved by Lender, in each case that is not an Affiliate of Borrower and that
provides professional Independent Directors and other corporate services in the ordinary course of its business, and which individual is
duly appointed as an Independent Director and is not, and has never been, and will not while serving as Independent Director be, any of
the following:

(a) a member, partner, equityholder, manager, director, officer or employee of Borrower or any of its
equityholders or Affiliates (other than as an Independent Director of Borrower or an Affiliate of Borrower that is not in the direct chain of
ownership of Borrower and that is required by a creditor to be a single purpose bankruptcy remote entity, provided that such Independent
Director is employed by a company that routinely provides professional Independent Directors or managers in the ordinary course of its
business);

15

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(b) acreditor, supplier or service provider (including provider of professional services) to Borrower or any
of its equityholders or Affiliates (other than a nationally recognized company that routinely provides professional Independent Directors
and other corporate services to Borrower or any of its Affiliates in the ordinary course of its business);

(c) a family member of any such member, partner, equityholder, manager, director, officer, employee,
creditor, supplier or service provider; or

(d) aPerson that controls (whether directly, indirectly or otherwise) any of (a), (b) or (c) above.

A natural person who otherwise satisfies the foregoing definition and satisfies subparagraph (a) by reason of being the
Independent Director of a “special purpose entity” affiliated with Borrower shall be qualified to serve as an Independent Director of
the Borrower, provided that the fees that such individual earns from serving as an Independent Director of affiliates of Borrower in
any given year constitute in the aggregate less than five percent (5%) of such individual’s annual income for that year. For purposes of
this paragraph, a “special purpose entity” is an entity whose organizational documents contain restrictions on its activities and impose
requirements intended to preserve such entity’s separateness that are substantially similar to those contained in the definition of Special
Purpose Entity of this Agreement.

“Initial Advance” shall have the meaning set forth in Section 2.1.2 hereof.

“Initial Insurance Premiums Deposit” shall mean the amount set forth on Schedule IV.
“Initial Interest Rate Cap Agreement” shall have the meaning set forth in Section 2.8.1 hereof.
“Initial Tax Deposit” shall mean the amount set forth on Schedule IV.

“Insolvency Opinion” shall mean that certain substantive non-consolidation opinion letter, dated the date hereof, in connection
with the Loan.

“Insurance Premiums” shall have the meaning set forth in Section 6.1(b) hereof.
“Insurance Proceeds” shall have the meaning set forth in Section 6.4(b) hereof.

“Interest Determination Date” shall mean, (a) with respect to the initial Interest Period, the date that is two (2) Business Days
before the Closing Date and (b) with respect to any other Interest Period, the date that is two (2) Business Days prior to the ninth (9th) day
of the calendar month in which such Interest Period commences. When used with respect to an Interest Determination Date, “Business
Day” shall mean any day on which banks are open for dealing in foreign currency and exchange in London. The Interest Determination
Date shall be subject to adjustment as described in Section 2.3.2 below.

“Interest Period” shall mean (a) initially, the period commencing on and including the Closing Date and ending on and
including the eighth (8th) day of the calendar month following the Closing Date, and (b) thereafter, for any specified Payment Date
including the Maturity Date, the period commencing on and including the ninth (9th) day of the calendar month prior to the calendar
month in which such Payment Date occurs and ending on and including the eighth (8th) day of the calendar month in which such Payment
Date occurs. The Interest Period shall be subject to adjustment as described in Section 2.3.2 below.
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“Interest Rate” shall mean, with respect to each Interest Period, an interest rate per annum at which the Outstanding Principal
Balance bears interest from time to time in accordance with the provisions of Section 2.2 hereof.

“Interest Rate Cap Agreement” shall mean the Confirmation and Agreement (together with the confirmation and schedules
relating thereto) that complies with all of the requirements of Section 2.8 hereof between the Counterparty and Borrower, obtained by
Borrower and collaterally assigned to Lender pursuant to the Assignment of Rate Cap dated on or about the date hereof. After delivery of a
Replacement Interest Rate Cap Agreement to Lender, the term “Interest Rate Cap Agreement” shall be deemed to mean such Replacement
Interest Rate Cap Agreement.

“Inventory” shall mean, as defined in the UCC, and including items which would be entered on a balance sheet under the line
items for “Inventories” or “china, glassware, silver, linen and uniforms” under the Uniform System of Accounts for Hotels.

“Investor” shall have the meaning set forth in Section 9.1(a) hereof.

“IRS” shall mean the United States Internal Revenue Service.

“JMI Guarantor” shall mean JMI Realty, LLC, a Delaware limited liability company.

“JMI JV Member” shall mean JMIR Investments III, LP, a Delaware series limited partnership.

“Joint Venture” shall mean, individually and collectively, BH-JMIR Kauai Hotel, LLC, a Delaware limited liability company,
and BH-JMIR Kauai Hotel Operator, LLC, a Delaware limited liability company.

“JV Agreement” shall mean, individually and collectively, (x) that certain Limited Liability Company Agreement of BH-JMIR
Kauai Hotel, LLC, dated as of October 20, 2010, between JMI JV Member, Behringer JV Member and JMIR-Project Manager LLC, as
amended by that certain First Amendment to Limited Liability Company Agreement of BH-JMIR Kauai Hotel, LLC, dated as of May 8,
2017, and (y) that certain Limited Liability Company Agreement of BH-JMIR Kauai Hotel Operator, LLC, dated as of October 20, 2010,
between JMI JV Member, Behringer Harvard Kauai Hotel TRS, Inc., and JMIR-Project Manager LLC, as amended by that certain First
Amendment to Limited Liability Company Agreement of BH-JMIR Kauai Hotel Operator, LLC, dated as of May 8, 2017.

“Kroll” shall mean Kroll Bond Rating Agency, Inc.

“KSL Transferee” shall have the meaning set forth in Section 5.2.10(e) hereof.
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“Lease” shall mean any lease, sublease or subsublease, letting, license, concession or other agreement (whether written or oral
and whether now or hereafter in effect) pursuant to which any Person is granted a possessory interest in, or right to use or occupy all
or any portion of any space in the Property by or on behalf of Borrower, and (a) every modification, amendment or other agreement
relating to such lease, sublease, subsublease, or other agreement entered into in connection with such lease, sublease, subsublease, or
other agreement, and (b) every guarantee of the performance and observance of the covenants, conditions and agreements to be performed
and observed by the other party thereto. As used herein, the term “Leases” shall not include Hotel Transactions or the Operating Lease.

“Legal Requirements” shall mean all federal, state, county, municipal and other governmental statutes, laws, rules, orders,
regulations, ordinances, judgments, decrees and injunctions, permits or requirements of Governmental Authorities applicable to Borrower
or the Property (or any portion thereof or any part thereof), or the administration thereof, or the construction, use, alteration or operation
of the Property, or any part thereof, whether now or hereafter enacted and in force, any Environmental Statutes, the Americans with
Disabilities Act of 1990, as amended, and all permits, licenses and authorizations and regulations relating thereto, and all covenants,
agreements, restrictions and encumbrances contained in any instruments, either of record or known to Borrower, at any time in force
affecting Borrower, the Property or any part thereof, including, without limitation, any which may (a) require repairs, modifications or
alterations in or to the Property or any part thereof, or (b) in any way limit the use and enjoyment thereof.

“Lender” shall have the meaning set forth in the introductory paragraph hereto, together with its successors and assigns.
“Liabilities” shall have the meaning set forth in Section 9.2 hereof.

“LIBOR” shall mean, with respect to each Interest Period and each Interest Determination Date, the rate per annum (rounded
upwards, if necessary, to the nearest 1/1,000 of 1%) calculated by Lender as set forth below:

(a) The rate for deposits in U.S. Dollars for a one-month period that appears on Reuters Screen LIBORO1
Page (or its equivalent) as of 11:00 a.m., London time, on such Interest Determination Date.

(b) If such rate does not appear on Reuters Screen LIBORO1 Page (or its equivalent) as of 11:00 a.m.,
London time, on the applicable Interest Determination Date, Lender shall request the principal London office of any four major reference
banks in the London interbank market selected by Lender to provide such reference bank’s offered quotation to prime banks in the London
interbank market for deposits in U.S. Dollars for a one-month period as of 11:00 a.m., London time, on such Interest Determination Date
in a principal amount of not less than One Million and No/100 Dollars ($1,000,000.00) that is representative for a single transaction in
the relevant market at the relevant time. If at least two such offered quotations are so provided, LIBOR shall be the arithmetic mean of
such quotations. If fewer than two such quotations are so provided, Lender shall request any three major banks in New York City selected
by Lender to provide such bank’s rates for loans in U.S. Dollars to leading European banks for a one-month period as of 11:00 a.m., New
York City time, on such Interest Determination Date in a principal amount not less than One Million and No/100 Dollars ($1,000,000.00)
that is representative for a single transaction in the relevant market at the relevant time. If at least two such rates are so provided, LIBOR
shall be the arithmetic mean of such rates. If fewer than two rates are so provided, then LIBOR shall be the LIBOR rate used for the
immediately preceding Interest Period and Interest Determination Date.
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“LIBOR Floor” shall mean fifty hundredths of one percent (0.50%).

“LIBOR Loan” shall mean the Loan at such time as interest thereon accrues at a rate of interest based upon LIBOR in
accordance with the terms of this Agreement.

“LIBOR Rate” shall mean, with respect to each Interest Period for which interest is calculated using the LIBOR Rate pursuant
to Section 2.2 hereof, an interest rate per annum equal to the sum of (a) the greater of (i) LIBOR, determined as of the Interest
Determination Date applicable to such Interest Period, and (ii) the LIBOR Floor, plus (b) the Spread.

“Licenses” shall have the meaning set forth in Section 4.1.22 hereof.

“License Holder” shall mean DHC Food & Beverage Corporation, an Affiliate of Manager, or such other holder of the Liquor
License as permitted pursuant to the terms and provisions of this Agreement.

“Lien” shall mean any mortgage, deed of trust, deed to secure debt, indemnity deed of trust, lien (statutory or otherwise), pledge,
hypothecation, easement, restrictive covenant, preference, assignment, security interest, or any other encumbrance, charge or transfer of,
or any agreement to enter into or create any of the foregoing, on or affecting Borrower, the Property, or any portion thereof or any interest
therein, or any direct or indirect interest in Borrower, including, without limitation, any conditional sale or other title retention agreement,
any financing lease having substantially the same economic effect as any of the foregoing, the filing of any financing statement, and
mechanic’s, materialmen’s and other similar liens and encumbrances.

“Liquor Authority” shall mean the Liquor Control Commission of the County of Kauai.

“Liquor License” means the alcoholic beverage license(s) issued to License Holder by the Liquor Authority for the Property.

“Liquor License Cooperation Agreement” shall mean that certain Agreement Regarding Liquor License, dated as of the date
hereof, by and among License Holder, Borrower and Lender or, if the context requires, the Replacement Liquor License Cooperation

Agreement, in each case, as the same may be amended, restated, replaced, supplemented or otherwise modified from time to time.

“Loan” shall have the meaning set forth in the recitals hereof.
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“Loan Documents” shall mean, collectively, this Agreement, the Note, the Security Instrument, the Assignment of Leases, the
Environmental Indemnity, the Assignment of Management Agreement, the Guaranty, the Completion Guaranty, the Clearing Account
Agreement, the Cash Management Agreement, the Liquor License Cooperation Agreement, the Comfort Letter, the Subordination of
Operating Lease, the Certification of Documents, the Assignment of Rate Cap, and all other documents executed and/or delivered in
connection with the Loan.

“Loan to Value Ratio” shall mean, as of the date of its calculation, the ratio of (a) the Outstanding Principal Balance as of the
date of such calculation to (b) the “as-is” fair market value of the Property, as determined by an Appraisal (if a Securitization has occurred,
for purposes of any REMIC provision, counting only real property and excluding any personal property or going concern value).

“Losses” shall have the meaning set forth in Section 3.1(b) hereto.

“Major Lease” shall mean any Lease of all or any part of the Property and Improvements which: (i) has a term of one (1) year
or more, (ii) accounts for $100,000 or more of income per fiscal year, or (iii) could reasonably be expected to have a material adverse
effect on the Property or the operation thereof.

“Management Agreement” shall mean that certain Management Agreement entered into by and between Borrower (as assignee
of JMI Realty, LLC) and Manager, dated as of September 15, 2010, as amended by that certain First Amendment to Management
Agreement, dated August 8, 2011, and that certain Second Amendment to Management Agreement, dated as of April 19, 2017, pursuant
to which Manager is to provide management and other services with respect to the Property, or, if the context requires, the Replacement
Management Agreement.

“Manager” shall mean Davidson Hotel Company, LLC, or, if the context requires, a Qualified Manager that is managing the
Property in accordance with the terms and provisions of this Agreement pursuant to a Replacement Management Agreement.

“Material Action” shall mean, with respect to Borrower, to consolidate or merge Borrower with or into any Person, or sell all
or substantially all of the assets of Borrower (unless such sale results in the repayment, in full, of the Loan), or to institute a Bankruptcy
Action or take action in furtherance of any such action, or, to the fullest extent permitted by law, to dissolve or liquidate Borrower.

“Material Adverse Change” shall mean the business, operations, property, assets, liabilities or financial condition of any
applicable Person and each of their subsidiaries, taken as a whole, or in the ability of any such Person to perform its obligations under the
Loan Documents has changed in a manner which could impair the value of Lender’s security for the Loan or prevent timely repayment of
the Loan or otherwise prevent the applicable Person from timely performing any of its material obligations under the Loan Documents,
as the case may be, as determined by Lender in its reasonable discretion.
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“Material Agreements” shall mean (i) each contract and agreement relating to the ownership, management, development, use,
operation, leasing, maintenance, repair or improvement of the Property or any portion thereof, other than the Management Agreement,
the Franchise Agreement, the Operating Lease and the Leases, as to which either (x) there is an obligation of Borrower to pay more than
Three Hundred Thousand and No/100 Dollars ($300,000.00) in the aggregate or (y) the term thereof extends beyond one year, in each
case, unless cancelable on thirty (30) days or less notice without requiring the payment of termination fees or payments of any kind and
(i) any agreement with (x) a general contractor or construction manager requiring payments over $150,000 or (y) an engineer or architect,
in each case, relating to the CapEx and requiring payments over $300,000. Material Agreements shall also include any Hotel Transaction
relating to any reservation covering more than 200 rooms for a period of more than thirty (30) days.

“Maturity Date” shall mean the Stated Maturity Date, provided that (a) if Borrower timely and properly exercises the First
Extension Option pursuant to Section 2.9, the Maturity Date shall be the First Extended Maturity Date, and (b) if Borrower timely and
properly exercises the Second Extension Option pursuant to Section 2.9, the Maturity Date shall be the Second Extended Maturity Date,
or such earlier date on which the final payment of principal of the Note becomes due and payable as herein or therein provided, whether
at such stated maturity date, by declaration of acceleration, or otherwise.

“Maximum Legal Rate” shall mean the maximum nonusurious interest rate, if any, that at any time or from time to time may
be contracted for, taken, reserved, charged or received on the indebtedness evidenced by the Note and as provided for herein or the other
Loan Documents, under the laws of such state or states whose laws are held by any court of competent jurisdiction to govern the interest
rate provisions of the Loan.

“Mold” shall mean fungi that reproduces through the release of spores or the splitting of cells or other means, including, but not
limited to, mold, mildew, fungi, fungal spores, fragments and metabolites such as mycotoxins and microbial organic compounds.

“Monthly Debt Service Payment Amount” shall have the meaning set forth in Section 2.3.2(a) hereof.
“Moody’s” shall mean Moody’s Investors Service, Inc.
“Morningstar” shall mean Morningstar Credit Ratings, LLC.

“Multiemployer Plan” shall mean a multiemployer plan, as defined in Section 4001(a)(3) of ERISA, to which Borrower,
Guarantor or any ERISA Affiliate of any of them is making or accruing an obligation to make contributions or has within any of the
preceding five plan years made or accrued an obligation to make contributions.

“Net Operating Income” shall mean, as of any date of determination, the amount calculated by Lender by subtracting (a) the
Operating Expenses for the twelve (12) month period ending with the most recent calendar month reporting, from (b) the Gross Income
from Operations as of such date. If Borrower fails to provide the reporting as required pursuant to this Agreement and such failure
continues through the date on which Lender makes the applicable Debt Yield and/or Debt Service Coverage Ratio calculation, then in
such case, and without limiting any other rights that Lender has due to such failure, (x) Borrower shall not be entitled to any benefits
under this Agreement which is conditioned on a calculation that requires delivery of such monthly or quarterly reporting, including,
without limitation, granting any extension term and effecting the termination of a Cash Trap Period, and (y) in making any calculation
with respect to Debt Yield or Debt Service Coverage Ratio, Lender shall be entitled, in Lender’s sole discretion, to calculate the Debt
Yield and the Debt Service Coverage Ratio. Lender’s calculation of the Debt Yield and the Debt Service Coverage Ratio shall be final
absent manifest error.
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“Net Proceeds” shall have the meaning set forth in Section 6.4(b) hereof.

“Net Proceeds Account” shall have the meaning set forth in Section 6.4(b)(ii) hereof.
“Net Proceeds Deficiency” shall have the meaning set forth in Section 6.4(b)(vi) hereof.
“New Mezzanine Loan” shall have the meaning set forth in Section 9.4(a) hereof.

“Note” shall mean that certain Promissory Note of even date herewith in the principal amount of Forty-Four Million and No/
100 Dollars ($44,000,000.00), made by Borrower in favor of Lender, as the same may be amended, restated, replaced, supplemented or
otherwise modified from time to time.

“Obligations” shall mean, collectively, Borrower’s obligations for the payment of the Debt and the performance of the Other
Obligations.

“OFAC” shall mean the Office of Foreign Asset Control of the Department of the Treasury of the United States of America.

“Officer’s Certificate” shall mean a certificate delivered to Lender by Borrower which is signed by an authorized officer of
(a) the general partner, manager, or managing member of Borrower or (b) Manager, in each case, provided Borrower agrees that such
shall be deemed to be signed and bind Borrower.

“Operating Expenses” shall mean, for any period, the total of all expenditures, computed in accordance with GAAP, and the
Uniform System of Accounts for Hotels, current edition, of whatever kind relating to the operation, maintenance and management of the
Property, which expenditures are incurred on a regular monthly or other periodic basis, including without limitation, utilities, ordinary
repairs and maintenance, insurance, license fees, Taxes, Other Charges, advertising expenses, management fees, payroll and related taxes,
computer processing charges, operational equipment or other lease payments, expenditures for operating inventory and consumables,
sales and marketing expenses, and other similar costs. Notwithstanding anything to the contrary in the foregoing, Operating Expenses
shall (w) not include depreciation, amortization and other non-cash items, debt service, Capital Expenditures, any contributions to any
of the Reserve Funds, income taxes or other taxes in the nature of income taxes on sales, or use taxes required to be paid to any
Governmental Authority, equity distributions, and other extraordinary and non-recurring items, and legal or other professional services
fees and expenses unrelated to the operation of the Property, (x) be increased to reflect known increases in Operating Expenses that are
anticipated, in Lender’s reasonable determination, to occur within the succeeding twelve (12) month period including without limitation
those related to Property Taxes and Insurance Premiums, (y) include a management fee equal to the lesser of (i) actual management fees
paid and (ii) three percent (3%) of Gross Income from Operations for such period, and (z) include an amount equal to an imputed capital
improvement/FF&E requirement amount equal to the greater of (i) four percent (4.0%) of Gross Income from Operations for such period
and (ii) the monthly FF&E reserve required under Section 11.2B of the Franchise Agreement for such period (regardless of whether
a reserve therefor is required hereunder or the amount of such reserve). Operating Expenses shall also include all franchise fees and
expenses incurred in connection with any Franchise Agreement.
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“Operating Lease” shall mean that certain Lease Agreement, dated as of the Closing Date, between Owner Borrower, as lessor,
and Operator Borrower, as lessee, as the same may be amended, restated, supplemented or otherwise modified from time to time in
accordance with the terms and provisions hereof.

“Operating Rent” shall mean all rent and other amounts due to Owner Borrower under the Operating Lease.

“Other Charges” shall mean all ground rents, maintenance charges, impositions other than Taxes, any “common expenses” or
expenses allocated to and required to be paid by Borrower under the REA and any other charges, including, without limitation, vault
charges and license fees for the use of vaults, chutes and similar areas adjoining the Property or any portion thereof, now or hereafter
levied or assessed or imposed against the Property or any part thereof.

“Other Obligations” shall mean (a) the performance of all obligations of Borrower contained herein; (b) the performance of
each obligation of Borrower contained in any other Loan Document; (c) the payment of all costs, expenses, legal fees and liabilities
incurred by Lender in connection with the enforcement of any of Lender’s rights or remedies under the Loan Documents, or any other
instrument, agreement or document which evidences or secures any other Obligations or collateral therefor, whether now in effect or
hereafter executed; and (d) the payment, performance, discharge and satisfaction of all other liabilities and obligations of Borrower
to Lender, whether now existing or hereafter arising, direct or indirect, absolute or contingent, and including, without limitation, each
liability and obligation of Borrower under any one or more of the Loan Documents and any amendment, extension, modification,
replacement or recasting of any one or more of the instruments, agreements and documents referred to herein or therein or executed in
connection with the transactions contemplated hereby or thereby.

“Other Taxes” shall have the meaning set forth in Section 2.10.2 hereof.

“QOutstanding Principal Balance” shall mean, as of any date, the outstanding principal balance of the Loan.

“Participant Register” shall have the meaning set forth in Section 9.1(c) hereof.

“Payment Date” shall mean, commencing with the First Payment Date, the ninth (9th) day of each calendar month during the
term of the Loan until and including the Maturity Date or, for purposes of making payments hereunder, but not for purposes of calculating

Interest Periods, if such day is not a Business Day, the immediately preceding Business Day. The Payment Date shall be subject to
adjustment as described in Section 2.3.2 below.
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“Pension Plan” shall mean any “pension plan” (as defined in Section 3(2) of ERISA), other than a Multiemployer Plan, subject
to Title IV of ERISA and/or Section 412 of the Code to which Borrower, Guarantor or any ERISA Affiliate of any of them is making or
accruing an obligation to make contributions or has within any of the preceding five plan years made or accrued an obligation to make
contributions or otherwise has any liability with respect thereto.

“Permitted Encumbrances” shall mean, collectively (a) the Liens and security interests created by the Loan Documents, (b) all
Liens, encumbrances and other matters disclosed in “Schedule B-I” of the Title Insurance Policy, (c¢) the Liens, if any, for Taxes imposed
by any Governmental Authority which are not yet due or which are being contested in accordance with the terms and provisions of Section
5.1.2 hereof, (d) such other title and survey exceptions as Lender has approved or may approve in writing in Lender’s sole discretion, (e)
any workers’, mechanics’ or other similar Liens on the Property provided that any such Lien is being contested in accordance with the
terms of this Agreement and the other Loan Documents, and (f) trade and operational debt and equipment leases to the extent the same
are incurred in accordance with this Agreement, solely to the extent that the items set forth in clauses (a)-(f) of this definition, do not, in
the aggregate, materially adversely affect the value or use of the Property or any portion thereof or Borrower’s ability to repay the Loan.

“Permitted Investments” shall mean any one or more of the following obligations or securities acquired at a purchase price of
not greater than par, including those issued by the Servicer or the trustee under any Securitization, if any has occurred, or any of their
respective Affiliates, payable on demand or having a maturity date not later than the Business Day immediately prior to the first Payment
Date following the date of acquiring such investment and meeting one of the appropriate standards set forth below:

(a) obligations of, or obligations directly and unconditionally guaranteed as to principal and interest by, the
U.S. government or any agency or instrumentality thereof, when such obligations are backed by the full faith and credit of the United
States of America and have maturities not in excess of one year;

(b) federal funds, unsecured certificates of deposit, time deposits, banker’s acceptances, and repurchase
agreements having maturities of not more than 90 days of any commercial bank organized under the laws of the United States of America
or any state thereof or the District of Columbia, the short-term debt obligations of which are rated (i) “A-1+" (or the equivalent) by S&P
and, if it has a term in excess of three months, the long-term debt obligations of which are rated “AAA” (or the equivalent) by S&P,
and that (1) is at least “adequately capitalized” (as defined in the regulations of its primary federal banking regulator) and (2) has Tier
1 capital (as defined in such regulations) of not less than One Billion and No/100 Dollars ($1,000,000,000.00), and (ii) in one of the
following Moody’s rating categories: (1) for maturities less than one month, a long-term rating of “A2” or a short-term rating of “P-17,
(2) for maturities between one and three months, a long-term rating of “A1”” and a short-term rating of “P-1”, (3) for maturities between
three months to six months, a long-term rating of “Aa3” and a short-term rating of “P-1” and (4) for maturities over six months, a long-
term rating of “Aaa” and a short-term rating of “P-1”, or such other ratings as confirmed by Lender in its sole discretion (and in a Rating
Agency Confirmation if a Securitization has occurred);
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(c) deposits that are fully insured by the Federal Deposit Insurance Corporation;

(d) commercial paper rated (i) “A—1+" (or the equivalent) by S&P and having a maturity of not more than
90 days and (ii) in one of the following Moody’s rating categories: (1) for maturities less than one month, a long-term rating of “A2” or a
short-term rating of “P-1”, (2) for maturities between one and three months, a long-term rating of “A1” and a short-term rating of “P-17,
(3) for maturities between three months to six months, a long-term rating of “Aa3” and a short-term rating of “P-1”" and (4) for maturities
over six months, a long-term rating of “Aaa” and a short-term rating of “P-1"’;

(e) any money market funds that (i) has substantially all of its assets invested continuously in the types of
investments referred to in subparagraph (a) above, (ii) has net assets of not less than Five Billion and No/100 Dollars ($5,000,000,000.00),
and (iii) has the highest rating obtainable from S&P and Moody’s; and

(f) such other investments as to which each Approved Rating Agency shall have delivered a Rating Agency
Confirmation (if a Securitization has occurred) and to which Lender shall have approved in its sole discretion.

Notwithstanding the foregoing, “Permitted Investments” (i) shall exclude any security with the S&P’s “r”” symbol (or any other
Approved Rating Agency’s corresponding symbol) attached to the rating (indicating high volatility or dramatic fluctuations in their
expected returns because of market risk), as well as any mortgage-backed securities and any security of the type commonly known as
“strips”; (ii) shall be limited to those instruments that have a predetermined fixed dollar of principal due at maturity that cannot vary
or change; (iii) shall only include instruments that qualify as “cash flow investments” (within the meaning of Section 860G(a)(6) of the
Code); and (iv) shall exclude any investment where the right to receive principal and interest derived from the underlying investment
provides a yield to maturity in excess of one hundred and twenty percent (120%) of the yield to maturity at par of such underlying
investment. Interest may either be fixed or variable, and any variable interest must be tied to a single interest rate index plus a single
fixed spread (if any), and move proportionately with that index. No investment shall be made which requires a payment above par for
an obligation if the obligation may be prepaid at the option of the issuer thereof prior to its maturity. All investments shall mature or be
redeemable upon the option of the holder thereof on or prior to the earlier of (x) three months from the date of their purchase and (y) the
Business Day preceding the day before the date such amounts are required to be applied hereunder.

“Permitted Transfer” shall mean any transfer expressly permitted pursuant to Section 5.2.10(d).

“Person” shall mean any individual, corporation, partnership, joint venture, limited liability company, estate, trust,
unincorporated association, any Governmental Authority, and any fiduciary acting in such capacity on behalf of any of the foregoing.
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“Personal Property” shall have the meaning set forth in the granting clause(s) of the Security Instrument.

“PIP” shall mean the Property Improvement Plan attached to the Franchise Agreement, as amended or modified pursuant to the
terms and provisions of this Agreement.

“PIP Work” shall mean all of the work and items required, but not Completed as of the Closing Date, under and otherwise
contemplated by the PIP, including all hard and soft costs and required capital improvements to the Property included in the PIP, as set
forth on Schedule X attached hereto.

“PIP Work Budget” shall have the meaning set forth in Section 5.6.1(a) hereof.

“PIP Work Conditions” shall have the meaning set forth in Section 5.6.1(a) hereof.

“PIP Work Deficiency” shall have the meaning set forth in Section 2.5.6(a) hereof.

“PIP Work Future Advance Amount” shall have the meaning set forth in Section 2.1.2 hereof.

“PIP Work Reserve Account” shall have the meaning set forth in Section 7.2 hereof.

“PIP Work Reserve Funds” shall have the meaning set forth in Section 7.2 hereof.

“Policies” shall have the meaning set forth in Section 6.1(b) hereof.

“Preferred Equity Investment” shall have the meaning set forth in Section 9.4(a) hereof.

“Prime Rate” shall mean the annual rate of interest publicly announced by Wells Fargo Bank, N.A. in San Francisco, California,
as its prime rate, as such rate shall change from time to time. If Wells Fargo Bank, N.A. ceases to announce a prime rate, Prime Rate shall
mean the rate of interest published in The Wall Street Journal from time to time as the “Prime Rate.” If more than one “Prime Rate” is
published in The Wall Street Journal for a day, the average of such “Prime Rates” shall be used, and such average shall be rounded up
to the nearest one hundredth of one percent (0.01%). If The Wall Street Journal ceases to publish the “Prime Rate,” Lender shall select
an equivalent publication that publishes such “Prime Rate,” and if such “Prime Rates” are no longer generally published or are limited,

regulated or administered by a governmental or quasi-governmental body, then Lender shall select a comparable interest rate index.

“Prime Rate Loan” shall mean the Loan at such time as interest thereon accrues at a rate of interest based upon the Prime Rate
in accordance with the terms of this Agreement.

“Prime Rate Spread” shall mean the difference (expressed as the number of basis points) between (a) the Interest Rate on the

date LIBOR was last applicable to the Loan and (b) the Prime Rate on the date that LIBOR was last applicable to the Loan; provided,
however, in no event shall such difference be a negative number.
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“Principal” shall mean the Special Purpose Entity that is the general partner of Borrower if Borrower is a limited partnership,
or member of Borrower, if Borrower is a limited liability company other than a Delaware single-member limited liability company that
satisfies the requirements of a Special Purpose Entity.

“Prohibited Transaction” shall mean any action or transaction which would cause any obligation, or action taken or to be taken,
hereunder (or the exercise by Lender of any of its rights under the Note, this Agreement or the other Loan Documents) to be a non-exempt
(under a statutory or administrative class exemption) prohibited transaction under ERISA or Section 4975 of the Code.

“Prohibited Transferee” shall mean the Persons set forth on Schedule XI attached hereto.

“Property” shall mean each parcel of real property, the Improvements thereon and all personal property owned by Borrower
and encumbered by the Security Instrument, together with all rights pertaining to such property and Improvements, as more particularly
described in the granting clause(s) of the Security Instrument and referred to therein as the “Property”.

“Property Condition Report” shall mean that certain Property Condition Assessment, dated April 27, 2017, prepared by EMG,
as project number 125799.17R000-001.042 and delivered to Lender in connection with the closing of the Loan.

“Property Taxes” shall mean all taxes, assessments, water rates or sewer rents, now or hereafter levied or assessed or imposed
against the Property or any part thereof, together with all interest and penalties thereon, whether any or all of said taxes, assessments or
charges be levied directly or indirectly or as excise taxes or ad valorem real estate or personal property taxes or as income taxes.

“Provided Information™ shall mean any and all financial and other information provided at any time by, or on behalf of,
Borrower, Manager or Guarantor with respect to the Property, Borrower, Guarantor and/or Manager.

“Qualified Manager” shall mean either (a) Manager, (b) Highgate, or (c) in the reasonable judgment of Lender, a Person that
is a reputable and experienced management organization (which may be an Affiliate of Borrower) possessing experience in managing
properties similar in size, scope, use and value as the Property, provided, that (i) if the Loan has been Securitized, Borrower shall have
obtained a Rating Agency Confirmation from each Approved Rating Agency with respect to the change of management of the Property,
(i) if such Person is an Affiliate of Borrower, Borrower shall have obtained an Additional Insolvency Opinion in form reasonably
acceptable to Lender and each Approved Rating Agency (if a Securitization has occurred), and (iii) such Person shall have entered into a
Replacement Management Agreement and an assignment of management agreement in the same form and substance as the Assignment
of Management Agreement.
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“Rating Agencies” shall mean each of S&P, Moody’s, Fitch, Kroll, DBRS, Morningstar and Realpoint or any other nationally
recognized statistical rating agency which has assigned a rating to the Securities, if any.

“Rating Agency Confirmation” shall mean a written affirmation from a Rating Agency that the credit rating of the Securities
issued by such Rating Agency immediately prior to the occurrence of the event with respect to which such Rating Agency Confirmation
is sought will not be qualified, downgraded or withdrawn as a result of the occurrence of such event, which affirmation may be granted
or withheld in such Rating Agency’s sole and absolute discretion.

“REA” shall mean, individually and collectively, that certain Amendment and Restatement of Declaration of Easements and
Covenants and that certain Declaration of Covenants and Restrictions, as more specifically described on Schedule VI.

“Realpoint” shall mean Realpoint, LLC, a Pennsylvania limited liability company.
“Register” shall have the meaning set forth in Section 9.1(b) hereof.

“Regulation AB” shall mean Regulation AB under the Securities Act and the Exchange Act, as such Regulation may be
amended from time to time.

“Release” shall mean, with respect to any Hazardous Substance, any release, deposit, discharge, emission, leaking, leaching,
spilling, seeping, migrating, injecting, pumping, pouring, emptying, escaping, dumping, disposing (including the abandonment or
discharging of barrels, containers or other closed receptacles containing Hazardous Substances) into the environment or other movement
of Hazardous Substances.

“Remediation” shall mean any response, remedial, removal, or corrective action; any activity to clean up, detoxify,
decontaminate, contain or otherwise remediate any Hazardous Substance; any actions to prevent, cure or mitigate any Release of any
Hazardous Substance; any action to comply with any Environmental Statutes or with any permits issued pursuant thereto; any inspection,
investigation, study, monitoring, assessment, audit, sampling and testing, or laboratory or other analysis, or evaluation relating to any
Hazardous Substances or to anything referred to herein.

“REMIC Trust” shall mean a “real estate mortgage investment conduit” within the meaning of Section 860D of the Code that
holds the Note.
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“Rents” shall mean all rents (including additional rents of any kind and percentage rents), rent equivalents, moneys payable
as damages (including payments by reason of the rejection of a Lease in a Bankruptcy Action) or in lieu of rent or rent equivalents,
royalties (including, without limitation, all oil and gas or other mineral royalties and bonuses), income, receivables, receipts, revenues,
deposits (including security, utility and other deposits), accounts, cash, issues, profits, charges for services rendered, and other payments
and consideration of whatever form or nature received by or paid to or for the account of or benefit of Borrower or any of its agents or
employees from any and all sources arising from or attributable to the Property or any portion thereof, and the Improvements, including
charges for oil, gas, water, steam, heat, ventilation, air-conditioning, electricity, license fees, maintenance fees, charges for Property
Taxes, operating expenses or other amounts payable to Borrower (or for the account of Borrower), revenues from telephone services,
vending, and all receivables, customer obligations now existing or hereafter arising or created out of the sale, lease, sublease, license,
concession or other grant of the right of the use and occupancy of the Property (or any portion thereof) or rendering of services by
Borrower, Manager, or any of their respective agents or employees and proceeds, if any, from business interruption or other loss of
income insurance. Rents shall include revenues from the rental of rooms, guest suites, conference and banquet rooms, food and beverage
facilities, health clubs, spas or other amenities, telephone services, laundry, vending, television and parking, Operating Rent (without
duplication), and all other items of revenue, receipts or other income as identified in the Uniform System of Accounts for Hotels.

“Repayment Date” shall mean the date of a prepayment of the Loan pursuant to the provisions of Section 2.4 hereof.
“Replacement Assignment of Rate Cap” shall have the meaning set forth in Section 2.8.3(b) hereof.

“Replacement Interest Rate Cap Agreement” shall mean an interest rate cap agreement from an Approved Counterparty with
terms that are the same in all material respects as the terms of the Interest Rate Cap Agreement except that the same shall be effective as
of (a) in connection with a replacement pursuant to Section 2.8.1, the date of the expiration of the Initial Interest Rate Cap Agreement,
(b) in connection with a replacement pursuant to Section 2.8.3(c) following a downgrade, withdrawal or qualification of the long-term
unsecured debt rating of the Counterparty, the date required in Section 2.8 or (¢) in connection with a replacement (or extension of the
then-existing Interest Rate Cap Agreement) in connection to an extension of the Maturity Date pursuant to Section 2.9, the date required
in Section 2.9; provided that to the extent any such interest rate cap agreement does not meet the foregoing requirements, a “Replacement
Interest Rate Cap Agreement” shall be such interest rate cap agreement approved in writing by Lender, and if the Loan or any portion
thereof is included in a Securitization, each of the Rating Agencies with respect thereto.

“Replacement Liquor License Cooperation Agreement” shall mean an Agreement Regarding Liquor License, by and among
License Holder, Borrower and Lender, entered into after the date hereof in accordance with the terms and provision of Section 5.1.28
hereof, as the same may be amended, restated, supplemented or otherwise modified from time to time.

“Replacement Management Agreement” shall mean, collectively, (a) either (i) a management agreement with a Qualified
Manager substantially in the same form and substance as the Management Agreement, or (ii) a management agreement with a Qualified
Manager which is reasonably acceptable to Lender in form and substance (it being agreed that the form of that certain Management
Agreement between Operator Borrower and Highgate approved by Lender (dated April 6, 2017, version 7) (or an agreement substantially
similar thereto; provided, however, any changes with respect to the payment of any fees or the amounts thereof and other material changes
shall be subject to Lender’s reasonable consent) is acceptable to Lender), provided that, with respect to this clause (ii), if a Securitization
has occurred, Lender, at its option, may require that Borrower obtain a Rating Agency Confirmation from each Approved Rating Agency
with respect to each such management agreement; and (b) an assignment of management agreement and subordination of management
fees substantially in the form then used by Lender (or such other form and substance reasonably acceptable to Lender), executed and
delivered to Lender by Borrower and such Qualified Manager at Borrower’s expense.
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“Required Records” shall have the meaning set forth in Section 5.1.11(0) hereof.

“Required Repairs” shall have the meaning set forth in Section 5.1.31 hereof.

“Reserve Accounts” shall mean, collectively, the Tax and Insurance Escrow Account, the FF&E Reserve Account, the Excess
Cash Reserve Account, the Net Proceeds Account, the PIP Work Reserve Account, the Special Incentive Fee Reserve Account, and any
other escrow or reserve account established pursuant to the Loan Documents.

“Reserve Funds” shall mean, collectively, the Tax and Insurance Escrow Funds, the FF&E Reserve Funds, the Excess Cash
Reserve Funds, the PIP Work Reserve Funds, the Special Incentive Fee Reserve Funds, and any other escrow or reserve fund established
pursuant to the Loan Documents.

“Restoration” shall mean the repair and restoration of the Property or any portion thereof after a Casualty or Condemnation as
nearly as possible to the condition the Property (or such portion thereof) was in immediately prior to such Casualty or Condemnation,
with such alterations as may be approved by Lender in accordance with the standards set forth in Section 5.1.22 hereof.

“Restricted Party” shall mean, collectively, (a) Borrower, Principal, Guarantor and any Affiliated Manager, and (b) any
shareholder, partner, member, non-member manager, direct or indirect legal or beneficial owner, agent or employee of Borrower,
Guarantor, any Affiliated Manager or any non-member manager.

“Retention Amount” shall have the meaning set forth in Section 6.4(b)(iv) hereof.

“RICO” shall mean the Racketeer Influenced and Corrupt Organizations Act.

“S&P” shall mean Standard & Poor’s Ratings Group, a division of the McGraw-Hill Companies.

“Sale or Pledge” shall mean a voluntary or involuntary sale, conveyance, assignment, transfer, encumbrance, pledge, grant of
an option or other transfer or disposal of a legal or beneficial interest, whether direct or indirect.

“Second Extended Maturity Date” shall have the meaning set forth in Section 2.9.1 hereof.
“Second Extension Notice” shall have the meaning set forth in Section 2.9.1 hereof.

“Second Extension Option” shall have the meaning set forth in Section 2.9.1 hereof.

30

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

“Securities” shall have the meaning set forth in Section 9.1(a) hereof.

“Securities Act” shall mean the Securities Act of 1933, as the same shall be amended from time to time.

“Securitization” shall have the meaning set forth in Section 9.1(a) hereof.

“Security Instrument” shall mean that certain Fee and Leasehold Mortgage, Security Agreement, Assignment of Leases and
Fixture Filing, dated the date hereof, executed and delivered by Borrower for the benefit of Lender as security for the Obligations which
encumbers the Property or any portion thereof, as the same may be amended, restated, replaced, supplemented or otherwise modified
from time to time.

“Servicer” shall have the meaning set forth in Section 9.3 hereof.

“Servicing Agreement” shall have the meaning set forth in Section 9.3 hereof.

“Severed Loan Documents” shall have the meaning set forth in Section 8.1.2(c) hereof.

“Significant Obligor” shall have the meaning set forth in Item 1101(k) of Regulation AB under the Securities Act.

“Sole Operator Borrower Member” shall mean BH-JMIR Kauai Operator Member, LLC, a Delaware limited liability
company.

“Sole Owner Borrower Member” shall mean BH-JMIR Kauai Fee Member, LLC, a Delaware limited liability company.
“Special Incentive Fee Reserve Account” shall have the meaning set forth in Section 7.3 hereof.
“Special Incentive Fee Reserve Funds” shall have the meaning set forth in Section 7.3 hereof.

“Special Purpose Entity” shall mean a corporation, limited partnership or limited liability company which at all times prior to,
on and after the date hereof:

(a) was, is and will be organized solely for the purpose of (i) in the case of Owner Borrower, acquiring,
developing, owning, holding, selling, leasing, transferring, exchanging, managing and operating the Property (and no other property),
entering into this Agreement with Lender and performing its obligations under the Loan Documents, refinancing the Property in
connection with a permitted repayment of the Loan, and transacting lawful business that is incident, necessary and appropriate to
accomplish the foregoing, (ii) in the case of Operator Borrower, leasing, managing and operating the Property (and no other Property),
entering into this Agreement with Lender and performing its obligations under the Loan Documents, and transacting lawful business that
is incident, necessary and appropriate to accomplish the foregoing, or (iii) in the case of Principal, acting as a member of Borrower;

31

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(b) has not been, is not, and will not be engaged, in any business unrelated to (i) in the case of Borrower,
the acquisition, development, ownership (or, with respect to Operator Borrower, leasing), management or operation of the Property, and
(ii) in the case of Principal, acting as a member of the Borrower, as applicable;

(c) has not had, does not have, and will not have, any assets other than (i) in the case of Borrower, those
related to the Property or (ii) in the case of Principal, the membership interest in the Borrower;

(d) has not engaged in, sought or consented to, and will not engage in, seek or consent to, any dissolution,
winding up, liquidation, consolidation, merger, sale of all or substantially all of its assets (unless such sale will result in the repayment in
full of the Loan), transfer of partnership or membership interests (if such entity is a general partner in a limited partnership or a member
in a limited liability company) or amendment of its limited partnership agreement, articles of incorporation, articles of organization,
certificate of formation or operating agreement (as applicable) with respect to the matters set forth in this definition;

(e) if such entity is a limited partnership, has had, now has, and will have as its only general partners,
Special Purpose Entities each of which (i) is a corporation or single-member Delaware limited liability company or multimember
Delaware limited liability company treated as a single member limited liability company that complies with the requirements set forth
in subparagraph (h) hereof, (ii) has two (2) Independent Directors, and (iii) holds a direct interest as general partner in the limited
partnership of not less than one-half-of-one percent (0.5%) (or one-tenth-of-one percent (0.1%) if the limited partnership is a Delaware
entity);

(f) if such entity is a corporation, has had, now has and will have at least two (2) Independent Directors,
and has not caused or allowed, and will not cause or allow, the board of directors of such entity to take any Bankruptcy Action or any
other Material Action either with respect to itself or, if the corporation is a Principal, with respect to the Borrower, or any action requiring
the unanimous affirmative vote of one hundred percent (100%) of the members of its board of directors unless the two (2) Independent
Directors shall have participated in such vote and shall have voted in favor of such action;

(g) if such entity is a limited liability company with more than one member, has had, now has and will have
at least one member that is a Special Purpose Entity (i) that is a corporation (ii) that has at least two (2) Independent Directors, and
(iii) that directly owns at least one-half-of-one percent (0.5%) of the equity of the limited liability company (or one-tenth-of-one percent
(0.1%) if the limited liability company is a Delaware entity);

(h) if such entity is a limited liability company with only one member, has been, now is, and will be a limited
liability company organized in the State of Delaware that (i) has at least two (2) Independent Directors, (ii) has not caused or allowed,
and will not cause or allow the members or managers of such entity to take any Bankruptcy Action or any other Material Action, either
with respect to itself or, if the company is a Principal with respect to the Borrower, in each case unless the two (2) Independent Directors
then serving as managers of the company shall have consented in writing to such action, and (iii) has and shall have either (x) a member
which owns no economic interest in the company, has signed the company’s limited liability company agreement and has no obligation
to make capital contributions to the company, or (y) two (2) natural persons or one entity that is not a member of the company, that has
signed its limited liability company agreement and that, under the terms of such limited liability company agreement becomes a member
of the company immediately prior to the withdrawal or dissolution of the last remaining member of the company;
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(i) has been, is and intends to remain solvent and has paid and shall pay its debts and liabilities from its
then available assets (including a fairly allocated portion of any personnel and overhead expenses that it shares with any Affiliate) from
its assets as the same shall become due, and has maintained and shall maintain adequate capital for the normal obligations reasonably
foreseeable in a business of its size and character and in light of its contemplated business operations (provided, however, the forgoing
shall not require any shareholder, partner, or member of such entity, as applicable, to make additional capital contributions to such entity);

(j) has not failed, and will not fail, to correct any known misunderstanding regarding the separate identity
of such entity and has not and shall not identify itself as a division of any other Person;

(k) has maintained and will maintain its accounts, books and records separate from any other Person and
has filed and will file its own Tax returns, except to the extent that it has been or is required to file consolidated Tax returns by law or is
treated as a Disregarded Entity and is not required to file a particular Tax return;

(I)  has maintained and will maintain its own records, books, resolutions and agreements;

(m) other than as provided in the Cash Management Agreement, (i) has not commingled, and will not
commingle, its funds or assets with those of any other Person and (ii) has not participated and will not participate in any cash management
system with any other Person;

(n) has held and will hold its assets in its own name;

(o) has conducted and shall conduct its business in its name or in a name franchised or licensed to it by an
entity other than an Affiliate of itself or of Borrower, except for business conducted on behalf of itself by another Person under a business
management services agreement that is on commercially reasonable terms, so long as the manager, or equivalent thereof, under such
business management services agreement holds itself out as an agent of Borrower;

(p) has maintained and will maintain its books, bank accounts, balance sheets, financial statements,
accounting records and other entity documents separate from any other Person and has not permitted, and will not permit, its assets to be
listed as assets on the financial statement of any other entity except as required by GAAP; provided, however, that appropriate notation
shall be made on any such consolidated statements to indicate its separateness from such Affiliate and to indicate that its assets and credit
are not available to satisfy the debt and other obligations of such Affiliate or any other Person and such assets shall be listed on its own
separate balance sheet;
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(@) has paid and will pay its own liabilities and expenses, including the salaries of its own employees, out
of its own funds and assets, and has maintained and will maintain a sufficient number of employees in light of its contemplated business
operations (provided, however, the foregoing shall not require any shareholder, partner or member of such entity, as applicable, to make
additional capital contributions to such entity);

(r) has observed and will observe all partnership, corporate or limited liability company formalities, as
applicable;

(s) has had no and will have no Indebtedness (including loans, whether or not such loans are evidenced
by a written agreement) other than (I) with respect to Borrower, (i) the Loan, (ii) unsecured trade and operational debt incurred, or
equipment leases entered into, in the ordinary course of business relating to the ownership and operation of the Property and the
routine administration of Borrower (excluding payments made to Owner Borrower under the Operating Lease), in amounts not to exceed
$1,000,000, in the aggregate, which liabilities are not more than sixty (60) days past the date incurred, are not evidenced by a note and are
paid when due, and which amounts are normal and reasonable under the circumstances, and (iii) such other liabilities that are expressly
permitted pursuant to this Agreement and (II) with respect to Principal, unsecured operational debt incurred in the ordinary course of
business relating to the ownership and operation of the Borrower, and the routine administration of Principal, in amounts not to exceed
$25,000, in the aggregate, which liabilities are not more than sixty (60) days past the date incurred, are not evidenced by a note and are
paid when due, and which amounts are normal and reasonable under the circumstances;

(t) has not assumed or guaranteed or become obligated for, and will not assume or guarantee or become
obligated for, the debts of any other Person and has not held out and will not hold out its credit as being available to satisfy the obligations
of any other Person except as permitted or required pursuant to this Agreement;

(u) has not acquired and will not acquire obligations or securities of its partners, members or shareholders
or any other Affiliate;

(v) has allocated and will allocate, fairly and reasonably, any overhead expenses that are shared with any
Affiliate, including, but not limited to, paying for shared office space and services performed by any employee of an Affiliate;

(w) has maintained and used, now maintains and uses, and will maintain and use, separate stationery,
invoices and checks bearing its name, which stationery, invoices and checks utilized by the Special Purpose Entity or utilized to collect
its funds or pay its expenses have borne, and shall bear its own name and have not borne and shall not bear the name of any other entity
unless such entity is clearly designated as being the Special Purpose Entity’s agent;
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(x) except pursuant to the Loan Documents (and any prior loans secured by the Property each of which has
been repaid in full), has not pledged and will not pledge its assets for the benefit of any other Person;

(y) has held itself out and identified itself, and will hold itself out and identify itself, as a separate and
distinct entity under its own name or in a name franchised or licensed to it by an entity other than an Affiliate of Borrower and not as
a division or part of any other Person, except for services rendered under a business management services agreement with an Affiliate
that complies with the terms contained in subparagraph (cc) of this definition, so long as the manager, or equivalent thereof, under such
business management services agreement holds itself out as an agent of Borrower;

(z) has maintained and will maintain its assets in such a manner that it will not be costly or difficult to
segregate, ascertain or identify its individual assets from those of any other Person;

(aa) has not made and will not make loans to any Person or hold evidence of indebtedness issued by any
other Person (other than cash and investment-grade securities issued by an entity that is not an Affiliate of or subject to common
ownership with such entity);

(bb)  has not identified and will not identify its partners, members or shareholders, or any Affiliate of any of
them, as a division or part of it, and has not identified itself, and shall not identify itself, as a division of any other Person;

(cc) has not entered into or been a party to, and will not enter into or be a party to, any transaction with
its partners, members, shareholders or Affiliates except (i) in the ordinary course of its business and on terms which are intrinsically
fair, commercially reasonable and are no less favorable to it than would be obtained in a comparable arm’s-length transaction with an
unrelated third party, and (ii) in connection with this Agreement;

(dd) other than capital contributions and distributions permitted under the terms of its organizational
documents, has not entered into or been a party to, and shall not enter into or be a party to, any transaction with any of its partners,
members, shareholders or Affiliates except in the ordinary course of its business and on terms which are commercially reasonable terms
comparable to those of an arm’s-length transaction with an unrelated third party;

(ee) has not had and shall not have any obligation to, and has not indemnified and shall not indemnify its
partners, officers, directors or members, as the case may be, in each case unless such an obligation or indemnification is fully subordinated
to the Debt and shall not constitute a claim against it in the event that its cash flow is insufficient to pay the Debt;

(ff)  if such entity is a corporation, shall consider the interests of its creditors in connection with all corporate

actions;
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(gg) does not and will not have any of its obligations guaranteed by any Affiliate except for the Franchise
Agreement and as provided in the Loan Documents (or documents evidencing prior loans secured by the Property, each of which has
been repaid in full) including without limitation the Guarantor Documents;

(hh)  has conducted and shall conduct its business so that each of the assumptions made about it and each of
the facts stated about it in the Insolvency Opinion are true;

(il)) has complied and will comply with all of the terms and provisions contained in its organizational
documents and cause statements of facts contained in its organizational documents to be and to remain true and correct; and

(jj) has not permitted and shall not permit any Affiliate or constituent party independent access to its bank
accounts except as permitted under the Loan Documents.

“Spread” shall mean four and seventy hundredths percent (4.70%) per annum.

“State” shall mean the State or Commonwealth in which the Property or any part thereof is located.

“Stated Maturity Date” shall mean May 9, 2020.

“Stored Materials” shall have the meaning set forth in Section 2.5.1 hereof.

“Strike Price” shall mean (x) with respect to the Initial Interest Rate Cap Agreement, three percent (3.00%) per annum and (y)
with respect to any Interest Rate Cap other than the Initial Interest Rate Cap Agreement, a rate such that the Debt Service Coverage Ratio
on the Outstanding Principal Balance at the new LIBOR cap rate results in a Debt Service Coverage Ratio not less than 1.20x.

“Subaccounts” shall have the meaning set forth in Section 2.7.2(a) hereof.

“Subordination of Operating Lease” shall mean that certain Assignment and Subordination of Operating Lease, dated as of
the date hereof, made by Operator Borrower for the benefit of Lender, as the same may be amended, restated, supplemented or otherwise

modified from time to time.

“Survey” shall mean one or more survey(s) of the Property prepared by a surveyor licensed in the State and reasonably
satisfactory to Lender and the Title Company, and containing a certification of such surveyor reasonably satisfactory to Lender.

“Tax and Insurance Escrow Account” shall have the meaning set forth in Section 7.1.1 hereof.

“Tax and Insurance Escrow Funds” shall have the meaning set forth in Section 7.1.1 hereof.
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“Taxes” shall mean all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup withholding),
assessments, fees or other charges imposed by any Governmental Authority, including any interest, additions to tax or penalties applicable
thereto.

“Tenant” shall mean the lessee of all or any portion of the Property under a Lease.
“Threshold Amount” shall have the meaning set forth in Section 5.1.22 hereof.
“Title Company” shall mean the title insurance company which issued the Title Insurance Policy.

“Title Insurance Policy” shall mean an ALTA mortgagee title insurance policy in a form reasonably acceptable to Lender (or,
if the Property is in a State which does not permit the issuance of such ALTA policy, such form as shall be permitted in such State and
reasonably acceptable to Lender) with respect to the Property and insuring the lien of the Security Instrument encumbering the Property.

“Transfer” shall have the meaning set forth in Section 5.2.10(b) hereof.

“UCC” shall mean the Uniform Commercial Code as in effect on the date hereof in the State in which the Property or any
portion thereof is located; provided, however, that if by reason of mandatory provisions of law, the perfection or the effect of perfection
or non-perfection or priority of the security interest in any item or portion of the collateral is governed by the Uniform Commercial Code
as in effect in a jurisdiction other than the State in which the Property is located (“Other UCC State”), “UCC” means the Uniform
Commercial Code as in effect in such Other UCC State for purposes of the provisions hereof relating to such perfection or effect of
perfection or non-perfection or priority.

“Uniform System of Accounts for Hotels” shall mean the accounting standards printed in the then most recently revised edition
of A Uniform System of Accounts for Hotels, as adopted by the Hotel Association of New York City, Inc. and the American Hotel and
Motel Association, as amended or changed from time to time by the Hotel Association of New York City, Inc. and the American Hotel
and Motel Association (or other appropriate board or committee of both Associations); except that any accounting principle or practice
required or permitted to be changed by the Hotel Association of New York City, Inc. and the American Hotel and Motel Association (or
other appropriate board or committee of both Associations) in order to continue as an accounting standard or practice may be so changed
only so long as such required or permitted change shall not have the effect of permitting Borrower’s and Guarantor’s compliance with
any financial covenants or performance tests contained in this Agreement when without such change, such parties would not so comply.

“Updated Zoning Report” shall have the meaning set forth in Section 5.1.32(a) hereof.
“U.S. Obligations” shall mean non-redeemable securities evidencing an obligation to timely pay principal and/or interest in
a full and timely manner that are (a) direct obligations of the United States of America for the payment of which its full faith and

credit is pledged, or (b) to the extent acceptable to the Approved Rating Agencies, other “government securities” within the meaning of
Section 2(a)(16) of the Investment Company Act of 1940, as amended.
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“U.S. Person” shall mean any Person that is a “United States person” as defined in Section 7701(a)(30) of the Code.
“Yield Maintenance Date” shall mean November 9, 2018.

“Yield Maintenance Premium” shall mean, with respect to any payment or prepayment of principal (or acceleration of the
Loan) on or prior to the Yield Maintenance Date, an amount equal to the product of the following: (a) the amount of such prepayment (or
the amount of principal so accelerated), multiplied by (b) the quotient obtained by dividing the Assumed Interest Rate by 360, multiplied
by (c) the number of calendar days that occur in the period commencing on the date such prepayment (or acceleration) occurs and ending
on and including the Yield Maintenance Date. As used in this definition, “Assumed Interest Rate” shall mean an annual interest rate
equal to the Interest Rate in effect at the time of such prepayment, but the LIBOR portion of such Interest Rate being calculated using
the forward LIBOR curve then in effect as promulgated by Chatham Financial or, if such forward LIBOR curve is not available from
Chatham Financial, then the forward LIBOR curve then in effect as promulgated by Reuters.

Section 1.2 Principles of Construction. All references to sections and schedules are to sections and schedules in or to this
Agreement unless otherwise specified. All uses of the word “including” shall mean “including, without limitation” unless the context
shall indicate otherwise. Unless otherwise specified, the words “hereof,” “herein” and “hereunder” and words of similar import when
used in this Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement. Unless otherwise
specified, all meanings attributed to defined terms herein shall be equally applicable to both the singular and plural forms of the terms so
defined.

ARTICLE I

GENERAL TERMS

Section 2.1 Loan Commitment; Disbursement to Borrower.

2.1.1  Agreement to Lend and Borrow. Subject to and upon the terms and conditions set forth herein, Lender
hereby agrees to make, and Borrower hereby agrees to borrow, the Loan on the Closing Date.
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2.1.2  Initial and Future Disbursements to Borrower. On the date hereof, Lender is making an initial advance
of the Loan to Borrower in the amount of $36,000,000.00 (the “Initial Advance”). Lender agrees to make one or more future advances of
the Loan to Borrower from time to time in accordance with the express terms and conditions set forth in this Agreement (each a “Future
Advance”) up to an aggregate amount of $8,000,000.00 (the “Future Advance Amount”) to pay for Approved CapEx Expenses, of
which (x) $5,500,000.00 shall be available for Approved CapEx Expenses related to the PIP Work (as the same may be adjusted pursuant
to the terms and provisions of Section 2.5.9 hereof, the “PIP Work Future Advance Amount”) and (y) $2,500,000.00 shall be available
for Approved CapEx Expenses related to the Elective CapEx Work (as the same may be adjusted pursuant to the terms and provisions of
Section 2.5.9 hereof, the “Elective CapEx Work Future Advance Amount”). Any amount borrowed and repaid hereunder in respect of
the Loan may not be re-borrowed.

2.1.3  The Note, Security Instrument and Loan Documents. The Loan shall be evidenced by the Note and
secured by the Security Instrument, the Assignment of Leases and the other Loan Documents.

2.1.4  Use of Proceeds. Borrower shall use the proceeds of the Loan to (a) refinance the Property and/or
repay and discharge any existing loans relating to the Property, (b) pay all past-due Basic Carrying Costs, if any, with respect to the
Property, (c) make deposits into the Reserve Funds on the Closing Date in the amounts provided herein, (d) pay costs and expenses
incurred in connection with the closing of the Loan, as approved by Lender, () fund any working capital requirements of the Property,
(f) pay for the Approved CapEx Expenses, and (g) use the balance of the Initial Advance, if any, for business purposes.

Section 2.2 Interest Rate.

2.2.1 Interest Rate. Subject to Section 2.2.5 hereof, interest on the Outstanding Principal Balance shall
accrue from the Closing Date to but excluding the Maturity Date at the Interest Rate.

2.2.2  Interest Calculation. With respect to any applicable period, interest on the Outstanding Principal
Balance shall be calculated by multiplying (a) the actual number of days elapsed in the period for which the calculation is being made by
(b) a daily rate based on the Interest Rate and a three hundred sixty (360) day year by (c) the Outstanding Principal Balance in effect for
the applicable period as calculated by Lender.

2.2.3 Determination of Interest Rate.

(a) The Interest Rate with respect to the Loan shall be: (i) the LIBOR Rate with respect to the applicable
Interest Period for a LIBOR Loan, (ii) the Prime Rate plus the Prime Rate Spread for a Prime Rate Loan if the Loan is converted to a
Prime Rate Loan pursuant to the provisions hereof or (iii) when applicable pursuant to this Agreement, the Default Rate. Notwithstanding
any provision of this Agreement to the contrary, in no event shall Borrower have the right to convert a LIBOR Loan to a Prime Rate
Loan.

(b) Subject to the terms and conditions hereof, the Loan shall be a LIBOR Loan and Borrower shall pay
interest on the Outstanding Principal Balance at the LIBOR Rate for the applicable Interest Period. Any change in the rate of interest
hereunder due to a change in the Interest Rate shall become effective as of the opening of business on the first day on which such change
in the Interest Rate shall become effective. Each determination by Lender of the Interest Rate shall be conclusive and binding for all
purposes, absent manifest error.
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(c) In the event that Lender shall have determined (which determination shall be conclusive and binding
upon Borrower absent manifest error) that by reason of circumstances affecting the interbank Eurodollar market, adequate and reasonable
means do not exist for ascertaining LIBOR, then Lender shall forthwith give notice by telephone of such determination, confirmed in
writing, to Borrower at least one (1) day prior to the last day of the related Interest Period. If such notice is given, the related outstanding
LIBOR Loan shall be converted, on the last day of the then current Interest Period, to a Prime Rate Loan.

(d)  If, pursuant to the terms hereof, any portion of the Loan has been converted to a Prime Rate Loan and
Lender shall determine (which determination shall be conclusive and binding upon Borrower absent manifest error) that the event(s)
or circumstance(s) which resulted in such conversion shall no longer be applicable, Lender shall give notice by telephone of such
determination, confirmed in writing, to Borrower at least one (1) day prior to the last day of the related Interest Period. If such notice is
given, the related outstanding Prime Rate Loan shall be converted to a LIBOR Loan on the last day of the then current Interest Period.

(e)  If any requirement of law, or any change therein or in the interpretation or application thereof, shall
hereafter make it unlawful for Lender to make or maintain a LIBOR Loan as contemplated hereunder (i) the obligation of Lender
hereunder to make a LIBOR Loan or to convert a Prime Rate Loan to a LIBOR Loan shall be canceled forthwith and (ii) any outstanding
LIBOR Loan shall be converted automatically to a Prime Rate Loan on the last day of the then current Interest Period or within such
earlier period as required by law. Borrower hereby agrees to promptly pay to Lender, upon demand, any additional amounts necessary to
compensate Lender for any costs incurred by Lender in making any conversion in accordance with this Agreement, including, without
limitation, any interest or fees payable by Lender to lenders of funds obtained by it in order to make or maintain the LIBOR Loan
hereunder. Lender’s notice of such costs, as certified to Borrower, shall be conclusive absent manifest error.

® Borrower agrees to pay any Breakage Costs in connection with the conversion (for any reason
whatsoever, whether voluntary or involuntary) of the Interest Rate from the LIBOR Rate to the Prime Rate with respect to any portion of
the Outstanding Principal Balance then bearing interest at the LIBOR Rate on a date other than the last day of an Interest Period.

2.2.4  Default Rate. In the event that, and for so long as, any Event of Default shall have occurred and be
continuing, the Outstanding Principal Balance and, to the extent permitted by law, all accrued and unpaid interest in respect thereof and
any other amounts due pursuant to the Loan Documents, shall accrue interest at the Default Rate, calculated from the date such payment
was due without regard to any grace or cure periods contained herein.
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2.2.5 Usury Savings. This Agreement, the Note and the other Loan Documents are subject to the express
condition that at no time shall Borrower be obligated or required to pay interest on the principal balance of the Loan at a rate which
could subject Lender to either civil or criminal liability as a result of being in excess of the Maximum Legal Rate. If, by the terms of
this Agreement, the Note or the other Loan Documents, Borrower is at any time required or obligated to pay interest on the principal
balance due hereunder at a rate in excess of the Maximum Legal Rate, the Interest Rate or the Default Rate, as the case may be, shall be
deemed to be immediately reduced to the Maximum Legal Rate and all previous payments in excess of the Maximum Legal Rate shall
be deemed to have been payments in reduction of principal and not on account of the interest due hereunder. All sums paid or agreed to
be paid to Lender for the use, forbearance, or detention of the sums due under the Loan shall, to the extent permitted by applicable law,
be amortized, prorated, allocated, and spread throughout the full stated term of the Loan until payment in full so that the rate or amount
of interest on account of the Loan does not exceed the Maximum Legal Rate of interest from time to time in effect and applicable to the
Loan for so long as the Loan is outstanding.

2.2.6  Breakage Indemnity. Borrower shall indemnify Lender against any loss or expense which Lender may
actually sustain or incur in liquidating or redeploying deposits from third parties acquired to effect or maintain the Loan or any part thereof
as a consequence of (a) any payment or prepayment of the Loan or any portion thereof made on a date other than a Payment Date and (b)
any default in payment or prepayment of the Outstanding Principal Balance or any part thereof or interest accrued thereon, as and when
due and payable (at the date thereof or otherwise, and whether by acceleration or otherwise) (collectively, “Breakage Costs”). Lender
shall deliver to Borrower a statement for any such sums which it is entitled to receive pursuant to this Section 2.2.6, which statement shall
be binding and conclusive absent manifest error. Borrower’s obligations under this Section 2.2.6 are in addition to Borrower’s obligations
to pay any Yield Maintenance Premium applicable to a payment or prepayment of the Loan and the Exit Fee.

Section 2.3 Debt Service Payments.

2.3.1 Payments Generally. For purposes of making payments hereunder, but not for purposes of calculating
Interest Periods, if the date on which any such payment is due is not a Business Day, then amounts due on such date shall be due on
the immediately succeeding Business Day. All amounts due pursuant to this Agreement and the other Loan Documents shall be payable
without setoff, counterclaim, defense or any other deduction whatsoever.

2.3.2 Monthly Debt Service Payment.

(@)  On the Closing Date, Borrower shall make a payment of interest only for the period commencing on
and including the Closing Date. On June 9, 2017 (the “First Payment Date”) and each subsequent Payment Date up to and including
the Maturity Date, Borrower shall make a payment to Lender of interest on the Outstanding Principal Balance for the Interest Period
that immediately precedes such Payment Date (the “Monthly Debt Service Payment Amount”). Lender shall have the right from time
to time, in its sole discretion, upon not less than thirty (30) days prior written notice to Borrower, to change (a) the Payment Date to a
different calendar day and/or (b) the calendar days upon which the Interest Period shall commence (in a particular calendar month) and
end (in the immediately succeeding calendar month), with a corresponding change in the Interest Determination Date and, if requested
by Lender, Borrower shall promptly execute an amendment to this Agreement to evidence all such changes, but the failure of Borrower
to exercise such amendment shall not affect the effectiveness of any change for which Lender has so notified Borrower.

41

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(b)  Notwithstanding anything to the contrary contained herein, on the Amortization Commencement Date
and each Payment Date thereafter through and including the Maturity Date, in addition to the required interest payments set forth in
Section 2.3.2(a) above, Borrower shall make monthly principal amortization payments (which amounts shall be applied to the outstanding
principal balance of the Loan) pursuant to the payment schedule set forth on Schedule VII attached hereto; provided, however, such
Schedule shall be modified on the Amortization Commencement Date by Lender as may be necessary to reflect any prepayments of
principal or cancellation of Future Advances pursuant to the terms and provisions hereof. Notwithstanding anything to the contrary
contained herein, no Exit Fee shall be payable in connection with the payments required under this Section 2.3.2(b).

2.3.3 Payment on Maturity Date. Borrower shall pay to Lender not later than 1:00 p.m., New York City
time, on the Maturity Date the Outstanding Principal Balance, all accrued and unpaid interest, the Exit Fee and all other amounts due
hereunder and under the Note, the Security Instrument and the other Loan Documents.

2.3.4 Late Payment Charge. If any principal, interest or any other sums due under the Loan Documents
(other than the payment of principal due on the Maturity Date) is not paid by Borrower on or prior to the date on which it is due, Borrower
shall pay to Lender upon demand an amount equal to the lesser of (a) four percent (4%) of such unpaid sum, and (b) the Maximum Legal
Rate, in order to defray the expense incurred by Lender in handling and processing such delinquent payment and to compensate Lender
for the loss of the use of such delinquent payment. Any such amount shall be secured by the Security Instrument and the other Loan
Documents to the extent permitted by applicable law.

2.3.5 Method and Place of Payment. Except as otherwise specifically provided herein, all payments and
prepayments under this Agreement and the Note shall be made to Lender not later than 1:00 p.m., New York City time, on the date
when due and shall be made in Dollars in immediately available funds at Lender’s office or as otherwise directed by Lender, and any
funds received by Lender after such time shall, for all purposes hereof, be deemed to have been paid on the next succeeding Business
Day. Any prepayments required to be made hereunder or under the Cash Management Agreement by Lender or Servicer out of the Cash
Management Account shall be deemed to have been timely made for purposes of this Section 2.3.5.

Section 2.4 Prepayments.

2.4.1 Voluntary Prepayments.

(@)  Except as otherwise provided herein, Borrower shall not have the right to prepay the Loan in whole or
in part prior to the Maturity Date.
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(b)  Permitted Prepayment. On any Payment Date, so long as no Event of Default has occurred and is
continuing, Borrower may, at its option and upon not more than ninety (90) and not less than thirty (30) days prior written notice to
Lender, and subject to compliance with the provisions of this Section 2.4.1, prepay the Loan in whole or in part, provided that such
prepayment is accompanied by (i) all accrued and unpaid interest on the Outstanding Principal Balance prepaid and (ii) all other amounts
then due under the Note, this Agreement, or any of the other Loan Documents (including, without limitation, any Breakage Costs, the Exit
Fee, and, if such prepayment is made on or prior to the Yield Maintenance Date, the Yield Maintenance Premium). A prepayment notice
may be revoked by written notice of revocation to Lender on or prior to the date of prepayment specified in any such prepayment notice;
provided that Borrower shall pay Lender upon demand for all of Lender’s out-of-pocket costs and expenses (including reasonable fees
and disbursements of Lender’s counsel) incurred in connection with such anticipated prepayment and Breakage Costs actually incurred
by Lender.

(c)  Prepayment/Repayment Conditions.
()] On the date on which a prepayment is made, Borrower shall pay to Lender:

(A) all accrued and unpaid interest calculated at the Interest Rate on the amount of
principal being prepaid through and including the Repayment Date together with an amount equal
to the interest that would have accrued at the Interest Rate on the amount of principal being prepaid
through the end of the Interest Period in which such prepayment occurs, notwithstanding that such
Interest Period extends beyond the date of prepayment;

(B) intentionally omitted;

(C) if such prepayment is made on any date other than a Payment Date, Breakage Costs,
if any, without duplication of any sums paid pursuant to the preceding subparagraph (A);

(D) the Yield Maintenance Premium applicable thereto (if such prepayment occurs on or
prior to the Yield Maintenance Date);

(E) the Exit Fee; and

(F) all other sums then due under the Note, this Agreement, the Security Instrument, and
the other Loan Documents.

(ii)) Intentionally Omitted.
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2.4.2 Mandatory Prepayments. Following any Casualty or Condemnation, on the next occurring Payment
Date following the date on which Lender actually receives any Net Proceeds, if Lender is not obligated to make such Net Proceeds
available to Borrower for Restoration, Borrower shall prepay, or authorize Lender to apply such Net Proceeds as a prepayment of, the
Outstanding Principal Balance of the Note in an amount equal to one hundred percent (100%) of such Net Proceeds; provided, however,
that if an Event of Default has occurred and is continuing, Lender may apply such Net Proceeds to the Debt (until paid in full) in any
order or priority in its sole discretion. Additionally, so long as no Event of Default has occurred and is continuing, no Yield Maintenance
Premium shall be due in connection with any prepayment made pursuant to this Section 2.4.2, but Borrower shall pay the Exit Fee. Any
partial prepayment under this Section 2.4.2 shall be applied to the last payments of principal due under the Loan.

2.4.3 Prepayments Made While an Event of Default Exists. If, following the occurrence and during the
continuance of an Event of Default, payment of all or any part of the Debt is tendered by Borrower for any reason or otherwise recovered
by Lender (including, without limitation, through acceleration or the application of any Reserve Funds or Net Proceeds) Borrower shall
pay, as part of the Debt, all of (a) all accrued interest calculated at the Interest Rate on the amount of principal being prepaid through
and including the date of such prepayment together with an amount equal to the interest that would have accrued at the Interest Rate on
the amount of principal being prepaid through the end of the Interest Period in which such prepayment occurs, notwithstanding that such
Interest Period extends beyond the date of prepayment, (b) intentionally omitted, (c) the Breakage Costs, if any, without duplication of
any sums paid pursuant to the preceding clause (a), (d) an amount equal to the Yield Maintenance Premium (if made before the Yield
Maintenance Date) and (e) the Exit Fee.
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Section 2.5 Future Advances.

2.5.1 Future Advances. Lender shall make Future Advances to Borrower from time to time, but not more
frequently than once in any calendar month, to pay or reimburse Borrower for Approved CapEx Expenses upon satisfaction by Borrower
of each of the following conditions with respect to each Future Advance: (i) Borrower shall submit a written request to Lender at least ten
(10) Business Days prior to the date on which Borrower requests such payment be made, which request shall specify the Approved CapEx
Expenses to be paid or reimbursed from such Future Advance and whether such Approved CapEx Expenses are for the PIP Work or the
Elective CapEx Work, and be accompanied by copies of invoices for the amounts requested; (ii) Borrower shall deliver Lien waivers
(or partial Lien waivers, as applicable) or other evidence of payment, in each case, reasonably satisfactory to Lender and releases (with
respect to amounts then due and owing) from all parties furnishing materials and/or services in connection with the requested payment;
(ii1) on the date such request is received by Lender and on the date such payment is to be made, no Event of Default or monetary or
material non-monetary Default shall exist and remain uncured; (iv) Lender shall have received an Officer’s Certificate from Borrower
(A) stating that the items to be funded by the requested disbursements hereunder are Approved CapEx Expenses, and a description
thereof, (B) stating that, to the best of Borrower’s knowledge, all CapEx related to the Approved CapEx Expenses to be funded by the
requested Future Advance has been performed in a good and workmanlike manner and in accordance with all Legal Requirements and,
with respect to the PIP Work, the Franchise Agreement, such Officer’s Certificate to be accompanied by a copy of all licenses, permits
and other approvals by any Governmental Authority and Franchisor required to commence and/or complete the portion of the CapEx to
be paid for by the applicable Approved CapEx Expenses, if applicable, each of which shall be in full force and effect, (C) identifying each
Person that supplied materials or labor in connection with the Approved CapEx Expenses to be funded by the requested Future Advance,
(D) stating that each such Person has been paid in full or will be paid in full upon such Future Advance for work completed and/or
materials furnished to date, (E) stating that all previous disbursements of Future Advances have been used to pay or reimburse Borrower
for the previously identified Approved CapEx Expenses, together with reasonable evidence that such payments have been made and
(F) stating that all outstanding trade payables relating to the Approved CapEx Expenses (other than those to be paid from the requested
disbursements) have been paid in full; (v) if the amount of Future Advances requested is $500,000 or more or, if the aggregate amount of
the Future Advance requested, together with all Future Advances made since the date of the last ALTA 33-06 Disbursement Endorsement
received by Lender is $500,000 or more, Lender shall have received, at Borrower’s cost, an ALTA 33-06 Disbursement Endorsement,
in form and substance reasonably acceptable to Lender, to, and mechanic’s lien coverage on, the Title Insurance Policy insuring the
Lien of the Security Instrument to the date of such Future Advance setting forth no additional exceptions (including survey exceptions),
together with a title search indicating that the Property is free from all Liens, claims and other encumbrances not previously approved by
Lender other than Permitted Encumbrances; provided, however, in connection with the final Future Advance made hereunder (regardless
of the amount of such Future Advance), Lender shall have received an ALTA 33-06 Disbursement Endorsement, in form and substance
reasonably acceptable to Lender, to, and mechanic’s lien coverage on, the Title Insurance Policy insuring the Lien of the Security
Instrument to the date of such Future Advance setting forth no additional exceptions (including survey exceptions), together with a title
search indicating that the Property is free from all Liens, claims and other encumbrances not previously approved by Lender other than
Permitted Encumbrances; (vi) Borrower shall have paid all actual and out of pocket costs incurred by Lender in connection with such
requested Future Advance; (vii) no Deficiency shall exist; (viii) Lender shall have received (1) such other evidence as Lender shall
reasonably request that the Approved CapEx Expenses to be funded by the requested Future Advance have been completed and are paid
for or will be paid upon receipt by Borrower, and (2) if Lender so requires, advice from Lender’s construction consultant that the work
that is the subject of the applicable Future Advance is proceeding satisfactorily, on schedule, and in a good and workmanlike manner to
the satisfaction of such construction consultant; and (ix) (1) with respect to Future Advances for Approved CapEx Expenses relating to
the PIP Work, all of the PIP Work Conditions shall have been satisfied and (2) with respect to Future Advances for Approved CapEx
Expenses relating to the Elective CapEx Work, all of the Elective CapEx Work Conditions shall have been satisfied. Lender shall not be
required to make any Future Advances more than one (1) time per calendar month and unless the aggregate amount requested hereunder
is in an amount greater than Fifty Thousand and No/100 Dollars ($50,000.00) (or a lesser amount if the total unfunded amount of Loan
proceeds available for Future Advances is less than Fifty Thousand and No/100 Dollars ($50,000.00), in which case only one advance
of the unfunded amount remaining shall be made) and such advance shall be made only upon satisfaction of each condition contained in
this Section 2.5.1. In no event shall Lender have any obligation to make Future Advances (w) that are not for Approved CapEx Expenses,
(x) in the aggregate in excess of the Future Advance Amount, (y) for the PIP Work in the aggregate in excess of the PIP Work Future
Advance Amount and (z) for the Elective CapEx Work in the aggregate in excess of the Elective CapEx Work Future Advance Amount.
For the avoidance of doubt, and notwithstanding anything to the contrary contained herein, Lender shall have no obligation to make any
Future Advances (1) for Approved CapEx Expenses related to the PIP Work unless all of the PIP Work Conditions have been satisfied
and (2) for Approved CapEx Expenses related to the Elective CapEx Work unless all of the Elective CapEx Work Conditions have been
satisfied. Lender shall not be required to disburse any funds for any materials, machinery or other Personal Property not yet incorporated
into the Improvements (the “Stored Materials™), unless the following conditions are satisfied: (i) Borrower shall deliver to Lender bills
of sale or other evidence reasonably satisfactory to Lender of the cost of, and, subject to the payment therefor, Borrower’s title in and to
such Stored Materials; (ii) the Stored Materials are identified to the Property and Borrower, are segregated so as to adequately give notice
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to all third parties of Borrower’s title in and to such materials, and are components in substantially final form ready for incorporation into
the Improvements; (iii) the Stored Materials are stored at the Property or at such other third-party owned and operated site as Lender shall
reasonably approve, and are protected against theft and damage in a manner reasonably satisfactory to Lender, including, if requested by
Lender, storage in a bonded warehouse in the greater metropolitan area in which the Property is located; (iv) the Stored Materials will be
paid for in full with the funds to be disbursed, and all lien rights or claims of the supplier will be released upon full payment; (v) Lender
has or will have upon payment with disbursed funds a perfected, first priority security interest in the Stored Materials; and (vi) the Stored
Materials are insured for an amount equal to their replacement costs in accordance with Section 6.1(a) of this Agreement.
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2.5.2 No Obligation to do Work. Nothing in this Section 2.5 shall (i) make Lender responsible for
performing or completing all or any portion of the CapEXx; (ii) require Lender to expend funds in addition to the allocated Future Advances
to complete any portion of the CapEx; (iii) obligate Lender to proceed with or personally perform any portion of the CapEx; or (iv)
require Borrower to perform any Elective CapEx Work, except to the extent such Elective CapEx Work has been Commenced (and then
only to the extent of that specific Elective CapEx Work).

2.5.3 Inspections. Borrower shall permit Lender and Lender’s agents and representatives or independent
contractors hired by Lender (including Lender’s construction consultant, engineer, architect or other inspector) to enter onto the Property,
subject to the rights of Tenants under applicable Leases, during normal business hours following reasonable advance notice to inspect
the progress of the CapEx and all materials being used in connection therewith and to examine all plans and shop drawings relating to
such CapEx. Borrower shall cause all contractors and subcontractors to cooperate with Lender or Lender’s representatives or such other
Persons described above in connection with inspections described in this Section 2.5.3.

2.5.4 Additional Inspection Provisions. Lender may require an inspection of the Property at Borrower’s
expense prior to making a Future Advance in order to verify completion of the portion of the CapEx for which payment is sought. Lender
may require, to the extent it deems it to be reasonably necessary, that such inspection be conducted by its construction consultant or
another appropriate independent qualified professional selected by Lender and may require a certificate of completion by an independent
qualified professional architect acceptable to Lender prior to making a Future Advance. Borrower shall pay the reasonable expense of the
inspection as required hereunder, whether such inspection is conducted by Lender, its construction consultant or an independent qualified
professional architect.

2.5.5 No Waiver. Any Future Advance by Lender of Loan proceeds made prior to or without the fulfillment
by Borrower of all of the conditions precedent thereto described in this Section 2.5, whether or not known to Lender, shall not constitute
a waiver by Lender of the requirement that all conditions, including the non-performed conditions, shall be required with respect to all
additional Future Advances.
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2.5.6  Additional Condition to Future Advances.

(a)  If at any time Lender reasonably determines that the then cost to Complete the PIP Work is in excess
of the amount set forth on the PIP Work Budget for such PIP Work (a “PIP Work Deficiency”), then Lender shall have no obligation
to make any Future Advances for Approved CapEx Expenses unless Borrower pays out-of-pocket from Borrower equity (provided,
however, so long as no Event of Default has occurred and is continuing, Borrower may use amounts in the FF&E Reserve Account, if
any, that are in excess of amounts needed to complete the FF&E Work set forth in the Approved Annual Budget to fund any such PIP
Work Deficiency) all Approved CapEx Expenses for PIP Work until the cost to complete the PIP Work is equal to the remaining unfunded
portion of the Future Advance Amount for the PIP Work (as based on evidence reasonably acceptable to Lender) (and thereafter Future
Advances for Approved CapEx Expenses shall again be made pursuant to this Agreement).

(b)  If at any time Lender reasonably determines that the then cost to Complete the Elective CapEx Work
actually Commenced is in excess of the amount set forth on the Elective CapEx Work Budget for such Elective CapEx Work (an “Elective
CapEx Work Deficiency”; and together with a PIP Work Deficiency, individually and collectively, a “Deficiency”), then Lender shall
have no obligation to make any Future Advances relating to the Elective CapEx Work unless Borrower pays out-of-pocket from Borrower
equity (provided, however, so long as no Event of Default has occurred and is continuing, Borrower may use amounts in the FF&E
Reserve Account, if any, that are in excess of amounts needed to complete the FF&E Work set forth in the Approved Annual Budget
to fund any such Elective CapEx Work Deficiency) all Approved CapEx Expenses for Elective CapEx Work until the cost to complete
the Elective CapEx Work is equal to the remaining unfunded portion of the Future Advance Amount for the Elective CapEx Work (as
based on evidence reasonably acceptable to Lender) (and thereafter Future Advances for Approved CapEx Expenses shall again be made
pursuant to this Agreement).

2.5.7 Force Funding. (PIP Work). Notwithstanding anything to the contrary contained herein, from and after
the applicable Future Advance Force Funding Date, Lender shall have the right (and Borrower hereby authorizes Lender) at any time
to advance the Future Advances remaining undisbursed in an amount necessary to Complete the PIP Work (as reasonably determined
by Lender) into the PIP Work Reserve Account and all of the monies therein shall automatically be deemed to be “Reserve Funds”
hereunder), at which point the outstanding balance of the Loan shall be increased by the amount so deposited (and, as such, Debt
Service payments due and owing hereunder shall be paid based on such increased outstanding balance), and the terms and conditions
for the disbursement of such monies from the PIP Work Reserve Account shall be the same terms and conditions for the making of
Future Advances for PIP Work set forth in this Section 2.5, as if incorporated herein, mutatis mutandis (although Borrower shall not be
required to obtain the applicable ALTA 33-06 Disbursement Endorsement with respect to each draw). Borrower hereby acknowledges
that Lender’s advance of Future Advances into the PIP Work Reserve Account described in the immediately preceding sentence shall not
in any way diminish or otherwise modify the conditions precedent to Future Advances for PIP Work described in this Section 2.5 or any of
Borrower’s obligations under the Loan Documents. In connection with any force funding pursuant to this Section 2.5.7, Borrower shall, at
Borrower’s cost and at Lender’s request, deliver to Lender an ALTA 33-06 Disbursement Endorsement, in form and substance reasonably
acceptable to Lender, to, and mechanic’s lien coverage on, the Title Insurance Policy insuring the Lien of the Security Instrument to the
date of such advance setting forth no additional exceptions (including survey exceptions), together with a title search indicating that the
Property is free from all liens, claims and other encumbrances not previously approved by Lender other than Permitted Encumbrances.
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2.5.8 Cancellation of Future Advances (Elective CapEx Work). Borrower shall have the right to notify
Lender in writing at least thirty (30) but no more than sixty (60) days prior to the Future Advance Force Funding Date that Borrower
desires to cancel its ability to receive all or a portion of the Future Advances related to the Elective CapEx Work so long as (x) no
Elective CapEx Work has Commenced or will Commence or (y) all Elective CapEx Work actually Commenced has been Completed.
If Borrower so notifies Lender prior to the Future Advance Force Funding Date that it so desires to cancel its ability to receive all or a
portion of the Future Advances for Approved CapEx related to the Elective CapEx Work, as set forth herein, Borrower’s right to receive,
and Lender’s obligation to make, any further Future Advance for Approved CapEx Expenses related to the Elective CapEx Work pursuant
to this Agreement equal to the amount so cancelled shall be terminated and of no further force and effect. For the avoidance of doubt,
and notwithstanding anything to the contrary contained herein, the amount of the Future Advances up to the Elective CapEx Work Future
Advance Amount that Borrower does not (or is deemed to not) request that Lender force fund pursuant to this Section 2.5.8 shall be
terminated and of no further force and effect. If Borrower does not so elect to cancel its ability to receive Future Advances for Approved
CapEx relating to the Elective CapEx Work in accordance with the terms and provisions of this Section 2.5.8, Lender shall have the right
(and Borrower hereby authorizes Lender to) to deposit all Future Advances remaining undisbursed in an amount up to the Elective CapEx
Work Future Advance Amount into a Reserve Account to be established hereunder (and all of the monies therein shall automatically
be deemed to be “Reserve Funds” hereunder), at which point the outstanding balance of the Loan shall be increased by the amount so
deposited (and, as such, Debt Service payments due and owing hereunder shall be paid based on such increased outstanding balance),
and the terms and conditions for the disbursement of such monies from such Reserve Account shall be the same terms and conditions for
the making of Future Advances set forth in this Section 2.5, as if incorporated herein, mutatis mutandis (although Borrower shall not be
required to obtain the applicable ALTA 33-06 Disbursement Endorsement with respect to each draw). Borrower hereby acknowledges that
Lender’s advance of Future Advances for Elective CapEx Work into a Reserve Account described in the immediately preceding sentence
shall not in any way diminish or otherwise modify the conditions precedent to Future Advances for Elective CapEx Work described
in this Section 2.5 or any of Borrower’s obligations under the Loan Documents. In connection with any force funding pursuant to this
Section 2.5.8, Borrower shall, at Borrower’s cost and at Lender’s request, deliver to Lender an ALTA 33-06 Disbursement Endorsement,
in form and substance reasonably acceptable to Lender, to, and mechanic’s lien coverage on, the Title Insurance Policy insuring the Lien
of the Security Instrument to the date of such advance setting forth no additional exceptions (including survey exceptions), together with
a title search indicating that the Property is free from all liens, claims and other encumbrances not previously approved by Lender other
than Permitted Encumbrances.
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2.5.9 Reallocation of Future Advance Amounts. Borrower shall have the one-time right to request that a
portion of the PIP Work Future Advance Amount be reallocated to the Elective CapEx Work Future Advance Amount or a portion of
the Elective CapEx Work Future Advance Amount be reallocated to the PIP Work Future Advance Amount so long as (x) no Event of
Default shall have occurred and be continuing, and (y) Borrower has not yet submitted the PIP Work Budget or the Elective CapEx Work
Budget to Lender for its review and approval pursuant to the terms of Sections 5.6.1(a) and (b), which request shall be subject to Lender’s
approval, not to be unreasonably withheld, conditioned or delayed.

Section 2.6  Release of Property. Except as set forth in this Section 2.6, no repayment or prepayment of all or any portion of
the Note shall cause, give rise to a right to require, or otherwise result in, the release of the Lien of the Security Instrument.

2.6.1 Release on Payment in Full. Lender shall, upon the written request and at the expense of Borrower,
upon payment in full of the Debt in accordance with the terms of this Agreement and the other Loan Documents, release the Lien of the
Security Instrument.

Section 2.7 Cash Management.

2.7.1 Clearing Account.

(@)  Borrower shall establish and maintain a segregated Eligible Account (the “Clearing Account”) with
the Clearing Bank in trust for the benefit of Lender, which Clearing Account shall be under the sole dominion and control of Lender.
The Clearing Account shall be entitled “KAUAI COCONUT BEACH, LLC AND KAUAI COCONUT BEACH OPERATOR, LLC,
as pledgor, for the benefit of TH COMMERCIAL MORTGAGE LLC, as Secured Party — Clearing Account,” or such other name as
required by Lender from time to time. Borrower (i) hereby grants to Lender a first priority security interest in the Clearing Account
and all deposits at any time contained therein and the proceeds thereof, and (ii) will take all actions necessary to maintain in favor of
Lender a perfected first priority security interest in the Clearing Account, including, without limitation, the execution of any account
control agreement required by Lender. Borrower will not in any way alter, modify or close the Clearing Account and will notify Lender
of the account number thereof. Except as may be expressly permitted in the Clearing Account Agreement, Lender and Servicer shall have
the sole right to make withdrawals from the Clearing Account and all costs and expenses for establishing and maintaining the Clearing
Account shall be paid by Borrower. All monies now or hereafter deposited into the Clearing Account shall be deemed additional security
for the Obligations.

(b) Borrower shall, or shall cause Manager to, deliver written instructions to (i) all Tenants under Leases,
to deliver all Rents payable thereunder and (ii) all issuers of credit cards accepted at the Property, to cause all sums payable by such
issuers to be transmitted directly to the Clearing Account. Borrower shall, and shall cause Manager to, deposit into the Clearing Account
within one (1) Business Day after receipt all amounts received by Borrower or Manager constituting Rents (including, for the avoidance
of doubt, any Operating Rent). The Clearing Account Agreement and Clearing Account shall remain in effect until the Loan has been
repaid in full.
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(c)  During any Cash Trap Period, Borrower shall cause the Clearing Bank to transfer to the Cash
Management Account in immediately available funds by federal wire transfer all amounts on deposit in the Clearing Account once every
Business Day (less any required minimum balance pursuant to the terms of the Clearing Account Agreement). If no Cash Trap Period is
then continuing, funds in the Clearing Account shall be available to Borrower daily.

(d)  Upon the occurrence of an Event of Default, Lender may, in addition to any and all other rights and
remedies available to Lender, direct the Clearing Bank to immediately pay over all funds on deposit in the Clearing Account to Lender
and to apply any such funds to the payment of the Debt in any order in its sole discretion.

(e)  Funds deposited into the Clearing Account shall not be commingled with other monies held by
Borrower, Manager or the Clearing Bank.

(f)  Borrower shall not further pledge, assign or grant any security interest in the Clearing Account or the
monies deposited therein or permit any lien or encumbrance to attach thereto, or any levy to be made thereon, or any UCC-1 financing
statements, except those naming Lender as the secured party, to be filed with respect thereto.

(g)  Borrower shall indemnify Lender and the Clearing Bank and hold Lender and the Clearing Bank
harmless from and against any and all actions, suits, claims, demands, liabilities, losses, damages, obligations and costs and expenses
(including litigation costs and reasonable attorneys’ fees and expenses) arising from or in any way connected with the Clearing Account,
the Clearing Account Agreement or the performance of the obligations for which the Clearing Account was established (unless arising
from the gross negligence or willful misconduct of Lender or the Clearing Bank, as applicable).

2.7.2  Cash Management Account.

(a) Lender shall establish and maintain a segregated Eligible Account (the “Cash Management
Account”) to be held by the Deposit Bank in trust for the benefit of Lender, which Cash Management Account shall be under the sole
dominion and control of Lender. The Cash Management Account shall be entitled “KAUAI COCONUT BEACH, LLC AND KAUAI
COCONUT BEACH OPERATOR, LLC, as pledgor, for the benefit of TH COMMERCIAL MORTGAGE LLC, as Secured Party — Cash
Management Account,” or such other name as required by Lender from time to time. Lender will also establish subaccounts of the Cash
Management Account which shall at all times be Eligible Accounts (and may be ledger or book entry accounts and not actual accounts)
(such subaccounts are referred to herein as “Subaccounts™). Borrower (i) hereby grants to Lender a first priority security interest in the
Cash Management Account and the Subaccounts and all deposits at any time contained therein and the proceeds thereof, and (ii) will take
all actions necessary to maintain in favor of Lender a perfected first priority security interest in the Cash Management Account and the
Subaccounts, including, without limitation, filing or authorizing Lender to file UCC-1 financing statements and continuations thereof.
Borrower will not in any way alter, modify or close the Cash Management Account and will notify Lender of the account number thereof.
Lender and Servicer shall have the sole right to make withdrawals from the Cash Management Account and the Subaccounts and all
costs and expenses for establishing and maintaining the Cash Management Account and the Subaccounts shall be paid by Borrower. All
monies now or hereafter deposited into the Cash Management Account and the Subaccounts shall be deemed additional security for the
Obligations.

50

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(b) Provided no Event of Default shall have occurred and be continuing, on each Payment Date during a
Cash Trap Period (or, if such Payment Date is not a Business Day, on the immediately succeeding Business Day) all funds on deposit in
the Cash Management Account shall be applied by Lender (or by the Deposit Bank at Lender’s direction) to the payment of the following
items in the order indicated:

()] First, payment to Lender (for deposit in the Tax and Insurance Escrow Account) in respect
of the Tax and Insurance Escrow Funds in accordance with the terms and conditions of Section 7.1 hereof, to be
disbursed as set forth in this Agreement;

(ii) Second, payment to the Deposit Bank of the fees and expenses of the Deposit Bank then due
and payable pursuant to the Cash Management Agreement;

(iii) Third, payment to Borrower in an amount equal to the aggregate of (A) operating expenses
due and payable by Borrower during the succeeding month as set forth in the Approved Annual Budget (which, for
the avoidance of doubt, shall not include amounts for the asset management fee payable to Kauai Hotel Series of
JMIR Investments III, LP and/or Behringer Harvard Kauai Hotel, LLC pursuant to the terms of the JV Agreement),
(B) Extraordinary Expenses, if any, approved by Lender; less (C) any amounts which were previously disbursed to
Borrower pursuant to this Section 2.7.2(b)(iii) and which are not being used by Borrower to pay operating expenses
or Extraordinary Expenses; provided, however, that Lender shall have no obligation to disburse any funds to Borrower
under this Section 2.7.2(b)(iii) unless Borrower has delivered to Lender not less than five (5) Business Days prior to the
disbursement date an Officer’s Certificate in form and substance reasonably acceptable to Lender certifying to Lender:
(x) a list in reasonable detail of the operating expenses which are due and payable by Borrower during the succeeding
month as set forth in the Annual Budget, and (y) a reconciliation showing all operating expenses and Extraordinary
Expenses actually paid by Borrower for the prior quarter and all amounts distributed to Borrower under this Section

2.7.2(b)(iii);

@iv) Fourth, payment to Lender of the Monthly Debt Service Payment Amount;
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W) Fifth, payment to Lender (for deposit in the FF&E Reserve Account) in respect of the FF&E
Reserve Monthly Deposit in accordance with the terms and conditions of Section 7.6.1 hereof;

(vi) Sixth, payment to Lender of any other amounts then due and payable under the Loan
Documents;

(vii) Seventh, payment to Borrower for distribution to the Joint Venture for payment to Kauai
Hotel Series of JMIR Investments III, LP and/or Behringer Harvard Kauai Hotel, LLC of an amount equal to fifty
percent (50%) of the asset management fees then due and payable pursuant to the terms of the JV Agreement;

(viii)  Eighth, payment of all amounts then remaining after payment of items (i) through (vii) (all
amounts then remaining after payment of items (i) through (vii) being hereinafter referred to as “Excess Cash”) to the
Excess Cash Reserve Fund in accordance with the terms and conditions of Section 7.7 hereof; and

(ix) Lastly, if no Cash Trap Period is then continuing, payment of all available Excess Cash to
Borrower.

(c)  The insufficiency of funds on deposit in the Cash Management Account shall not relieve Borrower of
the obligation to make any payments, as and when due pursuant to this Agreement and the other Loan Documents, and such obligations
shall be separate and independent, and not conditioned on any event or circumstance whatsoever.

(d)  Notwithstanding Section 2.7.2(b) above, following the occurrence of an Event of Default and during
the continuance thereof, all funds on deposit in the Cash Management Account may be applied by Lender in such order and priority as
Lender shall determine in its sole discretion until the Debt has been indefeasibly paid in full.

(e)  Borrower hereby agrees to reasonably cooperate with Lender with respect to any requested
modifications to the Cash Management Agreement for the purpose of establishing additional sub-accounts in connection with any
payments otherwise required under this Agreement and the other Loan Documents.

(f)  Borrower shall indemnify Lender and the Deposit Bank and hold Lender and the Deposit Bank
harmless from and against any and all actions, suits, claims, demands, liabilities, losses, damages, obligations and costs and expenses
(including litigation costs and reasonable attorneys’ fees and expenses) arising from or in any way connected with the Cash Management
Account, the Cash Management Agreement or the performance of the obligations for which the Cash Management Account was
established (unless arising from the gross negligence or willful misconduct of Lender or the Deposit Bank, as applicable).
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2.7.3 Intentionally Omitted.

2.7.4 Cash Management Account.

(a)  Pursuant and subject to the terms hereof and of the other Loan Documents, Borrower agrees that the
Clearing Bank shall at all times be entitled to comply with all instructions originated by Lender, without further consent by Borrower,
directing disposition of the Clearing Account and all sums at any time held, deposited or invested therein, together with any interest
or other earnings thereon, and all proceeds thereof (including proceeds of sales and other dispositions), whether accounts, general
intangibles, chattel paper, deposit accounts, instruments, documents or securities.

(b)  The Clearing Account and Cash Management Account shall not, at any time, be held in the name of
any Person other than Borrower, as pledgor, for the benefit of Lender, as secured party.

Section 2.8 Interest Rate Cap Agreement.

2.8.1 Interest Rate Cap Agreement. Prior to or contemporaneously with the Closing Date, Borrower shall
have obtained, and thereafter maintain in effect, the Interest Rate Cap Agreement (the “Initial Interest Rate Cap Agreement”), which:

(@)  has a term expiring no earlier than the last day of the Interest Period in May 2019;
(b)  has a notional amount equal to the maximum principal amount of the Loan;

(c) has a strike rate equal to the Strike Price;

(d)  is governed by the laws of the State of New York;

(e) is issued by the Counterparty to Borrower and pledged to Lender by Borrower in accordance with the
Assignment of Rate Cap;

(f)  has a Counterparty that is obligated to make a stream of payments, directly to the Clearing Account
(whether or not an Event of Default has occurred) from time to time equal to the product of (i) the notional amount of such Interest Rate
Cap Agreement multiplied by (ii) the excess, if any, of LIBOR (including any upward rounding under the definition of LIBOR) over the
Strike Price and shall provide that such payment shall be made on a monthly basis in each case not later than (after giving effect to and
assuming the passage of any cure period afforded to the Counterparty under the Interest Rate Cap Agreement, which cure period shall not
in any event be more than three (3) Business Days) each Payment Date; and

(g)  does not impose any material obligation on the beneficiary thereof (after payment of the acquisition
cost) and is, in all material respects, satisfactory in form and substance to Lender and satisfies applicable Rating Agency standards
and requirements (if a Securitization has occurred), including, without limitation, provisions satisfying Rating Agency standards,
requirements and criteria (i) that incorporate representations by the Counterparty that no withholding taxes shall apply to payments by
the Counterparty, and provide for “gross up” payments by the Counterparty for any withholding tax, (ii) whereby the Counterparty agrees
not to file or join in the filing of any petition against Borrower under the Bankruptcy Code or any other federal or state bankruptcy or
insolvency law, and (iii) that incorporate, if the Interest Rate Cap Agreement contemplates collateral posting by the Counterparty, a credit
support annex setting forth the mechanics for collateral to be calculated and posted that are consistent with Rating Agencies standards,
requirements and criteria.
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In addition, Borrower shall cause the Counterparty under the Interest Rate Cap Agreement to execute and deliver the
Acknowledgment.

No later than five (5) days prior to the expiration of the Initial Interest Rate Cap Agreement, Borrower shall deliver an extension
of the Initial Interest Rate Cap Agreement or a replacement of the same meeting the requirements of this Section 2.8.1 except that the
term shall expire no earlier than the last day of the Interest Period in the calendar month on which the Stated Maturity Date occurs. Failure
to deliver such Replacement Interest Rate Cap Agreement(s) shall constitute an automatic Event of Default.

2.8.2  Pledge and Collateral Assignment. As security for the full and punctual payment and performance of
the Obligations when due (whether upon stated maturity, by acceleration, early termination or otherwise), Borrower shall execute and
deliver the Assignment of Rate Cap and cause the Counterparty to execute and deliver same to Lender.

2.8.3 Covenants.

(@)  Borrower shall comply with all of its obligations under the terms and provisions of the Interest Rate
Cap Agreement. All amounts paid by the Counterparty under the Interest Rate Cap Agreement to Borrower or Lender shall be deposited
immediately into the Clearing Account pursuant to Section 2.7. Subject to the terms hereof, provided no Event of Default has occurred
and is continuing, Borrower shall be entitled to exercise all rights, powers and privileges of Borrower under, and to control the prosecution
of all claims with respect to, the Interest Rate Cap Agreement. Borrower shall take all actions reasonably requested by Lender to enforce
Borrower’s rights under the Interest Rate Cap Agreement in the event of a default by the Counterparty thereunder and shall not waive,
amend or otherwise modify any of its rights thereunder.

(b)  In the event of any downgrade, withdrawal or qualification of the rating of the Counterparty such that
it ceases to qualify as an “Approved Counterparty”, Borrower shall replace the Interest Rate Cap Agreement with a Replacement Interest
Rate Cap Agreement (and deliver a fully executed assignment of interest rate cap agreement in substantially the form of the Assignment
of Rate Cap with respect thereto (a “Replacement Assignment of Rate Cap”)) not later than ten (10) Business Days following receipt
of notice from Lender, Servicer or any other Person of such downgrade, withdrawal or qualification; provided that, notwithstanding the
downgrade, until a Replacement Assignment of Rate Cap is in place, the Counterparty must continue to perform its obligations under the
Interest Rate Cap Agreement.

(¢)  In the event that Borrower fails to purchase and deliver to Lender the Interest Rate Cap Agreement as
and when required hereunder, Lender may purchase the Interest Rate Cap Agreement and the cost incurred by Lender in purchasing the
Interest Rate Cap Agreement shall be paid by Borrower to Lender with interest thereon at the Default Rate from the date such cost was
incurred by Lender until such cost is paid by Borrower to Lender.
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(d)  Borrower shall not sell, assign, or otherwise dispose of, or mortgage, pledge or grant a security interest
in, the Interest Rate Cap Agreement (other than to Lender pursuant to the Assignment of Rate Cap), and any sale, assignment, mortgage,
pledge or security interest whatsoever made in violation of this covenant shall be a nullity and of no force and effect, and upon demand
of Lender, shall forthwith be cancelled or satisfied by an appropriate instrument in writing.

(e)  Borrower shall not (i) without the prior written consent of Lender, modify, amend or supplement the
terms of the Interest Rate Cap Agreement, (ii) without the prior written consent of Lender, terminate the Interest Rate Cap Agreement,
(ii1) without the prior written consent of Lender, waive or release any obligation of the Counterparty (or any successor or substitute party
to the Interest Rate Cap Agreement) under the Interest Rate Cap Agreement, (iv) without the prior written consent of Lender, consent or
agree to any act or omission to act on the part of the Counterparty (or any successor or substitute party to the Interest Rate Cap Agreement)
which, without such consent or agreement, would constitute a default under the Interest Rate Cap Agreement, (v) fail to exercise promptly
and diligently each and every right which it may have under the Interest Rate Cap Agreement, (vi) take or omit to take any action or
suffer or permit any action to be omitted or taken, the taking or omission of which would result in any right of offset against sums payable
under the Interest Rate Cap Agreement or any defense by the Counterparty (or any successor or substitute party to the Interest Rate Cap
Agreement) to payment or (vii) fail to give prompt notice to Lender of any notice of default given by or to Borrower under or with respect
to the Interest Rate Cap Agreement, together with a complete copy of such notice.

® In connection with the Interest Rate Cap Agreement, Borrower shall obtain and deliver to Lender an
opinion of counsel from counsel (which counsel may be in-house counsel for the Counterparty) for the Counterparty upon which Lender
and its successors and assigns may rely (the “Counterparty Opinion”), under New York law and, if the Counterparty is a non-U.S. entity,
the applicable foreign law, which shall provide in relevant part, that: (i) the issuer is duly organized, validly existing, and in good standing
under the laws of its jurisdiction of incorporation and has the organizational power and authority to execute and deliver, and to perform its
obligations under, the Interest Rate Cap Agreement; (ii) the execution and delivery of the Interest Rate Cap Agreement by the issuer, and
any other agreement which the issuer has executed and delivered pursuant thereto, and the performance of its obligations thereunder have
been and remain duly authorized by all necessary action and do not contravene any provision of its certificate of incorporation or by-laws
(or equivalent organizational documents) or any law, regulation or contractual restriction binding on or affecting it or its property; (iii)
all consents, authorizations and approvals required for the execution and delivery by the issuer of the Interest Rate Cap Agreement, and
any other agreement which the issuer has executed and delivered pursuant thereto, and the performance of its obligations thereunder have
been obtained and remain in full force and effect, all conditions thereof have been duly complied with, and no other action by, and no
notice to or filing with any Governmental Authority is required for such execution, delivery or performance; and (iv) the Interest Rate Cap
Agreement, and any other agreement which the issuer has executed and delivered pursuant thereto, has been duly executed and delivered
by the issuer and constitutes the legal, valid and binding obligation of the issuer, enforceable against the issuer in accordance with its
terms, subject to applicable bankruptcy, insolvency and similar laws affecting creditors’ rights generally, and subject, as to enforceability,
to general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law).
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2.8.4 Replacement Interest Rate Cap Agreement. In connection with any Replacement Interest Rate Cap
Agreement, including, without limitation, in connection with Borrower’s exercise of any Extension Option pursuant to Section 2.9 hereof,
all the provisions of this Section 2.8 applicable to the Interest Rate Cap Agreement delivered on the Closing Date shall be applicable to
the Replacement Interest Rate Cap Agreement.

Section 2.9 Extension Options.

2.9.1 Extension Options. Subject to the provisions of this Section 2.9, Borrower shall have the option (the
“First Extension Option”), by irrevocable written notice (the “First Extension Notice”) delivered to Lender no earlier than one hundred
twenty (120) days prior to, nor later than thirty (30) days prior to, the Stated Maturity Date, to extend the Maturity Date to May 9, 2021
(the “First Extended Maturity Date”). If the Maturity Date shall have been timely and properly extended to the First Extended Maturity
Date, then Borrower shall have the option (the “Second Extension Option”), by irrevocable written notice (the “Second Extension
Notice”) delivered to Lender no earlier than one hundred twenty (120) days prior to, nor later than thirty (30) days prior to, the First
Extended Maturity Date, to extend the Maturity Date to May 9, 2022 (the “Second Extended Maturity Date”). Borrower’s right to so
extend the Maturity Date to the First Extended Maturity Date and the Second Extended Maturity Date shall be subject to the satisfaction
of the following conditions precedent prior to each extension hereunder:

(@) no Event of Default or monetary or material non-monetary Default shall have occurred and be
continuing on the date Borrower delivers the First Extension Notice or the Second Extension Notice, as applicable, and no Event of
Default or monetary or material non-monetary Default shall have occurred and be continuing on the Stated Maturity Date and the First
Extended Maturity Date, as applicable;

(b) Borrower shall (i) obtain and deliver to Lender not later than one (1) Business Day prior to the first
day of the term of the Loan as extended, one or more Replacement Interest Rate Cap Agreements from an Approved Counterparty in a
notional amount equal to the maximum principal amount of the Loan, which Replacement Interest Rate Cap Agreement(s) shall be (A)
effective for the period commencing on the day immediately following the then-applicable Maturity Date (prior to giving effect to the
applicable Extension Option) and ending on the last day of the Interest Period in which the applicable extended Maturity Date occurs
and (B) otherwise on same terms set forth in Section 2.8, and (ii) (x) execute and deliver a Replacement Assignment of Rate Cap and (y)
deliver an executed Acknowledgment with respect to each such Replacement Interest Rate Cap Agreement;
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(c)  Borrower shall deliver a Counterparty Opinion with respect to the Replacement Interest Rate Cap
Agreement and the related Acknowledgment and a Replacement Assignment of Rate Cap with respect thereto;

(d)  all amounts due and payable to Lender pursuant to this Agreement or the other Loan Documents as of
the Stated Maturity Date or the First Extended Maturity Date, as applicable (other than the Outstanding Principal Balance), and all costs
and expenses of Lender, including fees and expenses of Lender’s counsel, in connection with the Loan and/or the applicable extension of
the Term shall have been paid in full;

(e)  on the Stated Maturity Date or the First Extended Maturity Date, as applicable, Borrower shall pay to
Lender the applicable Extension Fee;

(f) Borrower shall have achieved Completion of the PIP Work;

(g)  the Debt Yield shall be equal to or greater than (i) with respect to the First Extension Option, nine
percent (9.00%), and (ii) with respect to the Second Extension Option, nine and seventy-five hundredths percent (9.75%); provided,
however, that, subject to Borrower’s satisfaction of all other conditions to extension set forth in this Section 2.9, Borrower may, at its
sole election, prepay such portion of the Loan to the extent necessary to satisfy this condition (g) without the payment of any Yield
Maintenance Premium or other penalty or fee; provided, however, Borrower shall pay the applicable Exit Fee; and

(h) with respect to the Second Extension Option, Borrower shall have delivered to Lender either (1)
evidence that the term of the Operating Lease has been extended to May 31, 2023 or (2) subject to Franchisor’s consent, if required, a
new operating lease, in form and substance reasonably acceptable to Lender, with a term expiring no earlier than May 31, 2023 and, to
the extent necessary, Borrower shall have recorded a memorandum of operating lease to evidence such extension or new operating lease.

If Borrower is unable to satisfy all of the foregoing conditions within the applicable time frames for each, Lender shall have no
obligation to extend the Maturity Date hereunder.
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2.9.2 Intentionally Omitted.

Section 2.10 Change in Law; Taxes.

2.10.1 Increased Costs. If as a result of any Change in Law or compliance of Lender therewith, the basis of
taxation of payments to Lender or any Person Controlling Lender of the principal of or interest on the Loan is changed or Lender or
the Person Controlling Lender shall be subject to (i) any tax, duty, charge or withholding of any kind with respect to this Agreement
(excluding federal taxation of the overall net income of Lender or the Person Controlling Lender); or (ii) any reserve, special deposit or
similar requirements relating to any extensions of credit or other assets of, or any deposits with or other liabilities, of Lender or any Person
Controlling Lender is imposed, modified or deemed applicable; or (iii) any other condition affecting loans to borrowers subject to LIBOR-
based interest rates is imposed on Lender or any Person Controlling Lender and Lender reasonably determines that, by reason thereof,
the cost to Lender or any Person Controlling Lender of making, maintaining or extending the Loan to Borrower is increased, or any
amount receivable by Lender or any Person Controlling Lender hereunder in respect of any portion of the Loan to Borrower is reduced
(such increases in cost and reductions in amounts receivable being herein called “Increased Costs”), then Lender shall provide notice
thereof to Borrower and Borrower agrees that it will pay to Lender upon Lender’s written request such additional amount or amounts as
will compensate Lender or any Person Controlling Lender for such Increased Costs to the extent Lender reasonably determines that such
Increased Costs are allocable to the Loan. If Lender requests compensation under this Section 2.10.1, Lender shall, if requested by notice
by Borrower to Lender, furnish to Borrower a statement setting forth the basis for requesting such compensation and the method for
determining the amount thereof. If Lender is advised by counsel chosen by it that the payment by Borrower of any amounts described in
this Section 2.10.1 would be unlawful or taxable to Lender or unenforceable or provide the basis for a defense of usury, then in any such
event, Lender may, by written notice to Borrower of not less than one hundred twenty (120) days, declare the Obligations immediately
due and payable.

2.10.2 Other Taxes. Borrower agrees to pay any and all present or future stamp, court or documentary,
intangible, recording, filing or similar taxes or other excise or property taxes, charges, or similar levies which arise from any payment
made under, from the execution, delivery, performance, enforcement or registration of, from the receipt or perfection of a security interest
under, or otherwise with respect to, this Agreement, the other Loan Documents, or the Loan (hereinafter referred to as “Other Taxes”).

Section 2.11 Taxes.

(a)  Payments Free of Taxes. Any and all payments by or on account of any obligation of Borrower under
any Loan Document shall be made without deduction or withholding for any Taxes, except as required by applicable law. If any applicable
law (as determined in the good faith discretion of both Borrower and Lender after consultation with each other) requires the deduction
or withholding of any Tax from any such payment by Borrower, then Borrower shall be entitled to make such deduction or withholding
and shall timely pay the full amount deducted or withheld to the relevant Governmental Authority in accordance with applicable law
and, if such Tax is an Indemnified Tax, then the sum payable by Borrower shall be increased as necessary so that after all deductions or
withholdings have been made (including all deductions and withholdings applicable to additional sums payable under this Section), the
applicable Lender receives an amount equal to the sum it would have received had no such deduction or withholding been made.

(b)  Payment of Other Taxes by Borrower. Borrower shall timely pay to the relevant Governmental
Authority in accordance with applicable law, or at the option of Lender timely reimburse it for the payment of, any Other Taxes.

(c) Indemnification by Borrower. Borrower shall indemnify Lender, within ten (10) days after demand
therefor, for the full amount of any Taxes indemnified under this Section 2.11 (including Taxes imposed or asserted on or attributable to
amounts payable under this Section) payable or paid by Lender or required to be withheld or deducted from a payment to Lender and any
reasonable expenses arising therefrom or with respect thereto, whether or not such Taxes were correctly or legally imposed or asserted by
the relevant Governmental Authority. A certificate as to the amount of such payment or liability delivered to Borrower by Lender shall
be conclusive absent manifest error.
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(d) Evidence of Payments. As soon as practicable after any payment of Taxes by or on account of
Borrower to a Governmental Authority pursuant to this Section, Borrower shall deliver to Lender the original or a certified copy of a
receipt issued by such Governmental Authority evidencing such payment, a copy of the return reporting such payment or other evidence
of such payment reasonably satisfactory to Lender.

(e) Status of Lenders. If Lender is entitled to an exemption from or reduction of withholding Tax with
respect to payments made under any Loan Document, Lender shall deliver to Borrower, promptly following the time or times reasonably
requested by Borrower, such properly completed and executed documentation reasonably requested by Borrower as will permit such
payments to be made without withholding or at a reduced rate of withholding, including:

()] if Lender is a U.S. Person, executed originals of IRS Form W-9 certifying that Lender is
exempt from U.S. federal backup withholding tax;

(ii) If Lender is a Foreign Lender, executed originals of IRS Form W-8BEN or W-8BEN-E,
W-8ECI or W-8IMY, as applicable, together with all supporting documentation required under applicable law, including
in the case of a Foreign Lender claiming the benefits of the exemption for portfolio interest under Section 881(c) of
the Code, a certificate substantially in the form of Schedule IX to the effect that such Foreign Lender is not a “bank”
within the meaning of Section 881(c)(3)(A) of the Code, a “10 percent shareholder” of Borrower within the meaning of
Section 881(c)(3)(B) of the Code, or a “controlled foreign corporation” described in Section 881(c)(3)(C) of the Code;
and

(iii) any documentation required to be provided by a Lender as prescribed under Sections 1471
through 1474 of the Code and the applicable Treasury regulations thereunder and official interpretations thereof.

(f) Changes in Tax, Debt, Credit and Documentary Stamp Laws.

1) If any law is enacted or adopted or amended after the date of this Agreement which deducts
the Loan from the value of the Property for the purpose of taxation and which imposes a tax, either directly or indirectly,
on Lender’s interest in the Loan or Lender’s interest in the Property, Borrower will pay the tax, with interest and
penalties thereon, if any. If Lender is advised by counsel chosen by it that the payment of tax by Borrower would be
unlawful or taxable to Lender or unenforceable or provide the basis for a defense of usury then Lender shall have the
option by written notice of not less than one hundred twenty (120) days to declare the Obligations immediately due and
payable.
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(i1) Borrower will not claim or demand or be entitled to any credit or credits on account of the
Loan for any part of the Taxes or Other Charges assessed against the Property, or any part thereof, and no deduction
shall otherwise be made or claimed from the assessed value of the Property, or any part thereof, for real estate tax
purposes by reason of the Security Instrument or the Loan. If such claim, credit or deduction shall be required by
applicable law and such claim, credit or deduction results in a tax, either directly or indirectly on Lender’s interest in the
Loan or Lender’s interest in the Property, Lender shall have the option, by written notice of not less than one hundred
twenty (120) days, to declare the Obligations immediately due and payable.

(iii) If at any time the United States of America, any State thereof or any subdivision of any
such State shall require revenue or other stamps to be affixed to the Note, the Security Instrument, or any of the other
Loan Documents or impose any other similar tax or charge on the same, Borrower will pay for the same, with interest
and penalties thereon, if any.

ARTICLE III
EXCULPATION
Section 3.1 Exculpation.
(a) Subject to the qualifications below, Lender shall not enforce the liabilities and obligations of Borrower

to perform and observe the obligations contained in the Note, this Agreement, the Security Instrument or the other Loan Documents
by any action or proceeding wherein a money judgment shall be sought against Borrower, except that Lender may bring a foreclosure
action, an action for specific performance or any other appropriate action or proceeding to enable Lender to enforce and realize upon its
interest under the Note, this Agreement, the Security Instrument and the other Loan Documents, or in the Property, the Rents, or any other
collateral given to Lender pursuant to the Loan Documents; provided, however, that, except as specifically provided herein, any judgment
in any such action or proceeding shall be enforceable against Borrower only to the extent of Borrower’s interest in the Property, in the
Rents and in any other collateral given to Lender, and Lender, by accepting the Note, this Agreement, the Security Instrument and the
other Loan Documents, agrees that it shall not sue for, seek or demand any deficiency judgment against Borrower in any such action or
proceeding under, or by reason of, or in connection with, the Note, this Agreement, the Security Instrument or the other Loan Documents.
The provisions of this Section 3.1 shall not, however, (a) constitute a waiver, release or impairment of any obligation evidenced or secured
by any of the Loan Documents; (b) impair the right of Lender to name Borrower as a party defendant in any action or suit for foreclosure
and sale under the Security Instrument; (c) affect the validity or enforceability of the Environmental Indemnity or any guaranty made in
connection with the Loan or any of the rights and remedies of Lender thereunder; (d) impair the right of Lender to obtain the appointment
of a receiver; (e) impair the enforcement of the Assignment of Leases; or (f) constitute a prohibition against Lender seeking a deficiency
judgment against Borrower in order to fully realize the security granted by the Security Instrument or commencing any other appropriate
action or proceeding in order for Lender to exercise its remedies against the Property.
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(b) Nothing contained herein shall in any manner or way release, affect or impair the right of Lender
to recover, and Borrower shall be fully and personally liable and subject to legal action, for any losses, damages (including, without
limitation, punitive or exemplary damages), costs, expenses, liabilities (including, without limitation, strict liability), claims, obligations,
settlement payments, penalties, fines, assessments, citations, litigation, demands, defenses, judgments, suits, proceedings or other
expenses of any kind whatsoever incurred or suffered by Lender (including reasonable attorneys’ fees and expenses and court costs)
arising out of or in connection with the following (“Losses”):

()] fraud or intentional misrepresentation by or on behalf of Borrower, Guarantor or any
Affiliate of any of them in connection with the Loan or the Property;

(ii) willful misconduct of Borrower, Guarantor, or any Affiliate of any of them in connection
with the Loan or the Property;

(iii) breach of any representation, warranty, covenant or indemnification provision in the
Environmental Indemnity, the Loan Agreement or the Security Instrument concerning Environmental Statutes or
Hazardous Substances;

@iv) active, intentional material physical waste of the Property or any portion thereof by
Borrower, Guarantor, or any Affiliate of any of them;

W) intentional removal or disposal of any portion of the Property during the continuance of an
Event of Default which is not promptly replaced with property of comparable utility and value;

(vi) breach of any Legal Requirement (including RICO) mandating the forfeiture by Borrower
of the Property, or any portion thereof, because of the conduct or purported conduct of criminal activity by Borrower,
Guarantor or any Restricted Party or any Affiliate of any of them in connection therewith;

(vii) intentionally omitted;

(viii) misapplication, misappropriation or conversion by or on behalf of Borrower, Guarantor, or

any Affiliate of any of them of (A) any insurance proceeds, (B) any Awards, (C) any Rents, (D) any Rents paid more
than one (1) month in advance, or (E) any other monetary collateral for the Loan;
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(ix) failure to pay charges for Taxes, Other Charges, labor or materials or judgments that can
create Liens on any portion of the Property, unless (1) such charges are the subject of a bona fide dispute in which
Borrower is contesting the amount or validity thereof in accordance with Section 5.1.2, in a manner which prevents any
interest or penalties from accruing, or any Lien from attaching, (2) with respect to Taxes, sufficient funds to pay such
charges are available in the Tax and Insurance Escrow Account and Lender fails to pay same or (3) there is insufficient
Rents to pay same;

x) failure to deliver to Lender any security deposits, advance deposits or any other deposits
collected with respect to the Property upon a foreclosure of the Property or action in lieu thereof, except to the extent
any such security deposits were applied in accordance with the terms and conditions of any of the Leases prior to the
occurrence of the Event of Default that gave rise to such foreclosure or action in lieu thereof;

(xi) failure by Borrower to obtain and maintain, from time to time, the fully paid for insurance
policies in accordance with the terms hereof unless (1) sufficient funds to pay such amounts are available in the Tax
and Insurance Escrow Account and Lender fails to pay same or (2) there is insufficient Rents to pay same;

(xii) an act or omission of any of Borrower, Principal or Guarantor, or any Affiliate of any of
them which hinders, delays or interferes with Lender’s enforcement of its rights under any Loan Document or the
realization of the collateral, including the assertion by Borrower, Principal or Guarantor, or any Affiliate of any of them
of defenses or counterclaims, in each case, other than good faith defenses and compulsory counterclaims;

(xiii) Borrower’s indemnifications of Lender set forth in Section 9.2 of this Agreement;
(xiv) intentionally omitted;
(xv) failure by Borrower or License Holder to (A) comply with its obligations in all material

respects pursuant to the Liquor License Cooperation Agreement or a loss of the Liquor License as a result of (x) any
act or omission (to the extent such omission is in the reasonable control of License Holder, Borrower or their respective
Affiliates) of License Holder, Borrower or any Affiliate thereof, or (y) the conduct of criminal activity by License
Holder, Borrower, or Guarantor or any Affiliate of any of the them, or (B) cooperate with Lender or Lender’s designee
during the continuance of an Event of Default after notice from Lender, in making application to the License Authority
to transfer the Liquor License and inventory of beer, wine, and distilled spirits that is subject to the Liquor License or
take such action as may be necessary to transfer the Liquor License to Lender or its designee upon Lender’s written
request therefor, to the extent permitted by applicable law, or continue to hold the Liquor License for the benefit of
Lender (for a reasonable period of time pursuant to a customary interim beverage agreement reasonably acceptable to
Lender) until such time as Lender can obtain a liquor license for the Property in the name of its nominee; or
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(xvi) except as set forth in clause (c)(x) below, Borrower or Principal failing to comply with any
representation, warranty or covenant set forth in Section 4.1.30 hereof or failing to maintain its status as a Special
Purpose Entity, as required by, and in accordance with, the terms and provisions of this Agreement or the Security
Instrument, including, without limitation, the breach of the covenant in_Section 5.2.12 to provide thirty (30) days’ prior
written notice prior to the removal of an Independent Director, or the breach of any Backward-Looking Special Purpose
Entity Representations and Warranties set forth in Section 4.1.30.

(©) Notwithstanding anything to the contrary in this Agreement, the Note or any of the Loan Documents,
(A) Lender shall not be deemed to have waived any right which Lender may have under Section 506(a), 506(b), 1111(b) or any other
provisions of the U.S. Bankruptcy Code to file a claim for the full amount of the Debt secured by the Security Instrument or to require that
all collateral shall continue to secure all of the Obligations in accordance with the Loan Documents, and (B) Borrower shall be personally
liable for the payment of the entire amount of the Debt in the event of:

()] Borrower, Principal or Guarantor filing a voluntary petition under the Bankruptcy Code or
any other federal or state bankruptcy or insolvency law;

(ii) the filing of an involuntary petition against Borrower, Principal or Guarantor under the
Bankruptcy Code or any other federal or state bankruptcy or insolvency law, by any Person that is an Affiliate of
Borrower, Principal or Guarantor;

(iii) Borrower, Principal or Guarantor consenting to or otherwise or joining in an any
involuntary petition filed against it, by any other Person under the Bankruptcy Code or any other federal or state
bankruptcy or insolvency law;

@iv) Borrower, Principal or Guarantor consenting to or otherwise or joining in an application for
the appointment of a custodian, receiver, trustee or examiner for Borrower or any portion of the Property (other than an
application by Lender in connection with the enforcement of Lender’s remedies under the Loan Documents);

W) Borrower, Principal or Guarantor or any Affiliate of any of them soliciting or causing to be
solicited petitioning creditors or any other Person for any involuntary petition against Borrower, Principal or Guarantor
by any Person (other than by Lender in connection with the exercise of Lender’s remedies under the Loan Documents);

(vi) Borrower, Principal or Guarantor making an assignment for the benefit of creditors, or
admitting, in writing or in any legal proceeding, its insolvency or inability to pay its debts as they become due (other
than merely Borrower’s inability to repay or as a result of Borrower’s mere failure to repay, in either case, the Debt on
the Maturity Date);
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(vii) Borrower or Principal failing to obtain Lender’s prior written consent to any subordinate
financing (to the extent such consent is required hereunder);

(viii) ~ Borrower encumbers the Property, the Collateral or any portion thereof with a voluntary
Lien, in each instance, other than in accordance with the terms of the Loan Documents;

(ix) Borrower or Principal failing to obtain Lender’s prior written consent to any Transfer, as
required by this Agreement or the other Loan Documents; or

x) Borrower or Principal failing to comply with any representation, warranty or covenant set
forth in Section 4.1.30 hereof or failing to maintain its status as a Special Purpose Entity, as required by, and in
accordance with, the terms and provisions of this Agreement or the Security Instrument, including, without limitation,
the breach of the covenant in_Section 5.2.12 to provide thirty (30) days’ prior written notice prior to the removal of an
Independent Director, or the breach of any Backward-Looking Special Purpose Entity Representations and Warranties
set forth in Section 4.1.30; provided that such failure to comply or breach results in a substantive consolidation of either
Borrower or either Principal with any other Person in any federal or state bankruptcy proceeding.

ARTICLE 1V
REPRESENTATIONS AND WARRANTIES

Section 4.1 Borrower Representations. Borrower represents and warrants as of the date hereof that:
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4.1.1 Organization. Borrower has been duly organized and is validly existing and in good standing with
requisite power and authority to own its properties and to transact the business in which it is now engaged. Borrower is duly qualified to
do business and is in good standing in each jurisdiction where it is required to be so qualified in connection with its properties, businesses
and operations. Borrower possesses all material rights, licenses, permits and authorizations, governmental or otherwise, necessary to
entitle it to own, or lease, as applicable, its properties and to transact the businesses in which it is now engaged, and the sole business of
(x) Owner Borrower is the ownership, management and operation of the Property and (y) Operator Borrower is the leasing, management
and operation of the Property. The ownership interests of Borrower are as set forth on the organizational chart attached hereto as Schedule
III. Borrower (a) has complied in all respects with its certificate of incorporation, bylaws, limited partnership agreement, articles of
organization and limited liability company operating agreement, as applicable; (b) has maintained complete books and records and bank
accounts separate from those of its Affiliates; (c) has obeyed all formalities required to maintain its status as, and at all times has held
itself out to the public as, a legal entity separate and distinct from any other entity (including, but not limited to, any Affiliate thereof); and
(d) has all requisite power and authority to conduct its business and to own its property, as now conducted or owned, and as contemplated
by this Agreement, including, without limitation, the power and authority to do business in the state in which the Property is located.
The signatory hereto has all requisite power, authority and legal right to execute this Agreement, the Note and the other Loan Documents
on Borrower’s behalf to which Borrower is a party. Guarantor has the necessary power, authority and legal right to execute, deliver and
perform its obligations under the Guarantor Documents.

4.1.2 Proceedings. Borrower has taken all necessary action to authorize the execution, delivery and
performance of this Agreement and the other Loan Documents. This Agreement and the other Loan Documents have been duly executed
and delivered by or on behalf of Borrower and constitute the legal, valid and binding obligations of Borrower enforceable against
Borrower in accordance with their respective terms, subject only to applicable bankruptcy, insolvency and similar laws affecting rights
of creditors generally, and subject, as to enforceability, to general principles of equity (regardless of whether enforcement is sought in a
proceeding in equity or at law).

4.1.3 No Conflicts. The execution, delivery and performance of this Agreement and the other Loan
Documents by Borrower and/or Guarantor, as applicable, will not conflict with or result in a breach of any of the terms or provisions
of, or constitute a default under, or result in the creation or imposition of any Lien, charge or encumbrance (other than pursuant to the
Loan Documents) upon any of the property or assets of Borrower pursuant to the terms of any indenture, mortgage, deed of trust, loan
agreement, partnership agreement, management agreement or other agreement or instrument to which Borrower is a party or by which
any of Borrower’s property or assets is subject, nor will such action result in any violation of the provisions of any Legal Requirements
of any Governmental Authority having jurisdiction over Borrower or any of Borrower’s property or assets, and any consent, approval,
authorization, order, registration or qualification of or with any court or any such Governmental Authority required for the execution,
delivery and performance by Borrower and/or Guarantor, as applicable, of this Agreement or any other Loan Documents has been
obtained and is in full force and effect.

4.1.4 Litigation. There are no actions, suits or proceedings at law or in equity by or before any
Governmental Authority or other agency now pending or threatened against or affecting Borrower, Guarantor, Principal or the Property
or any portion thereof, which actions, suits or proceedings, if determined against Borrower, Guarantor, Principal or the Property or such
portion thereof, might materially adversely affect the condition (financial or otherwise) or business of Borrower, Guarantor, Principal or
the condition or ownership of the Property or any portion thereof.
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4.1.5 Agreements. To Borrower’s knowledge, Borrower is not a party to any agreement or instrument or
subject to any restriction that would reasonably be expected to materially and adversely affect Borrower or the Property or any portion
thereof, or Borrower’s business, property or assets, operations or condition, financial or otherwise. Borrower is not in default in any
material respect in the performance, observance or fulfillment of any of the obligations, covenants or conditions contained in any
agreement or instrument to which it is a party or by which Borrower or the Property are bound. Borrower has no material financial
obligation under any indenture, mortgage, deed of trust, loan agreement or other agreement or instrument to which Borrower is a party
or by which Borrower or the Property is otherwise bound, other than (a) any obligations incurred in the ordinary course of the operation
of the Property as permitted pursuant to clause (s) of the definition of “Special Purpose Entity” set forth in Section 1.1 hereof, (b) the
obligations under the Loan Documents, (c) the Operator Borrower’s obligations under the Franchise Agreement, (d) the obligations under
the Operating Lease, and (e) Operator Borrower’s obligations under the Management Agreement.

4.1.6 Title. (a) Owner Borrower has good, marketable and insurable fee simple title to the real property
comprising part of the Property and good title to the balance of the Property, free and clear of all Liens whatsoever, except the Permitted
Encumbrances, such other Liens as are permitted pursuant to the Loan Documents and the Liens created by the Loan Documents and (b)
Operator Borrower has a good, marketable and insurable leasehold interest in the real property comprising part of the Property, free and
clear of all Liens whatsoever, except the Permitted Encumbrances, such other Liens as are permitted pursuant to the Loan Documents
and the Liens created by the Loan Documents. The Permitted Encumbrances, in the aggregate, do not materially and adversely affect
the value, operation or use of the Property or any portion thereof (as currently used) or Borrower’s ability to repay the Loan. The
Security Instrument and the Assignment of Leases, when properly recorded in the appropriate records, together with any UCC-1 financing
statements required to be filed in connection therewith, will create (a) a valid, perfected first priority lien on the Property, subject only
to Permitted Encumbrances and the Liens created by the Loan Documents, and (b) perfected security interests in and to, and perfected
collateral assignments of, all personalty (including the Leases), all in accordance with the terms thereof, in each case subject only to any
applicable Permitted Encumbrances, such other Liens as are permitted pursuant to the Loan Documents and the Liens created by the Loan
Documents. There are no claims for payment for work, labor or materials affecting the Property or any portion thereof that are or may
become a Lien prior to, or of equal priority with, the Liens created by the Loan Documents.
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4.1.7 Solvency. Borrower has (a) not entered into the transactions contemplated by this Agreement or
executed the Note, this Agreement or any other Loan Document with the actual intent to hinder, delay or defraud any creditor and (b)
received reasonably equivalent value in exchange for its Obligations under such Loan Documents. After giving effect to the Loan, the fair
saleable value of Borrower’s assets exceeds and will, immediately following the making of the Loan, exceed Borrower’s total liabilities,
including, without limitation, subordinated, unliquidated, disputed and contingent liabilities. The fair saleable value of Borrower’s assets
is and will, immediately following the making of the Loan, be greater than Borrower’s probable liabilities, including the maximum
amount of its contingent liabilities on its debts as such debts become absolute and matured. Borrower’s assets do not and, immediately
following the making of the Loan will not, constitute unreasonably small capital to carry out its business as conducted or as proposed to
be conducted. Borrower does not intend to, and does not believe that it will, incur debts and liabilities (including contingent liabilities and
other commitments) beyond its ability to pay such debts and liabilities as they mature (taking into account the timing and amount of cash
to be received by Borrower and the amount to be payable on or in respect of the obligations of Borrower). No Bankruptcy Action exists
against Borrower or any Principal, and neither Borrower nor Principal has ever been a party to a Bankruptcy Action. Neither Borrower
nor Principal is contemplating either a Bankruptcy Action or the liquidation of all or a major portion of Borrower’s assets or property,
and Borrower has no knowledge of any Person contemplating the filing of any petition against it or Principal.

4.1.8 Full and Accurate Disclosure. No statement of fact made by or on behalf of Borrower in this
Agreement or in any of the other Loan Documents contains any untrue statement of a material fact or omits to state any material fact
necessary to make statements contained herein or therein not misleading. There is no material fact presently known to Borrower that
has not been disclosed to Lender that adversely affects, nor as far as Borrower can foresee, might adversely affect, the Property (or any
portion thereof) or the business, operations or condition (financial or otherwise) of Borrower or Guarantor.

4.1.9 No Plan Assets. Borrower is not an “employee benefit plan” as defined in Section 3(3) of ERISA
which is subject to Title I of ERISA or a “plan” as defined in and subject to the provisions of Section 4975 of the Code, and none of the
assets of Borrower constitutes or will constitute “plan assets” of one or more such plans for purposes of ERISA or the Code. In addition,
(a) Borrower is not a “governmental plan” within the meaning of Section 3(32) of ERISA or an entity whose assets constitute “plan
assets” of a governmental plan or plans, (b) transactions by or with Borrower are not subject to any state statute or regulation regulating
investments of, or fiduciary obligations with respect to, governmental plans (within the meaning of Section 3(32) of ERISA), in any case,
which is similar to the provisions of Section 406 of ERISA or Section 4975 of the Code currently in effect, which would prohibit or
otherwise restrict the transactions contemplated by this Agreement, and (c) none of Borrower, Guarantor or their ERISA Affiliates is at
the date hereof, or has been at any time within the five (5) years preceding the date hereof, required to contribute to any Multiemployer
Plan or any Pension Plan, or a “contributing sponsor” (as such term is defined in Section 4001 of ERISA) in any Multiemployer Plan or
Pension Plan; and none of Borrower, Guarantor or any ERISA Affiliate has any contingent liability with respect to any post-retirement
“employee welfare benefit plan” (as such term is defined in Section 3(1) of ERISA), except as disclosed to Lender in writing.
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4.1.10 Compliance. Borrower and the Property (including the use thereof) comply in all material respects
with all applicable Legal Requirements, including, without limitation, building and zoning ordinances and codes. Borrower is not in
default or violation of any order, writ, injunction, decree or demand of any Governmental Authority applicable to Borrower or the
Property. There has not been committed by Borrower, or any other Person in occupancy of or involved with the operation or use of
the Property or any portion thereof, any act or omission affording any Governmental Authority the right of forfeiture as against the
Property or any part thereof or any monies paid in performance of Borrower’s Obligations under any of the Loan Documents. Neither the
Improvements as constructed, nor the use of the Property by Tenants under the Leases and the contemplated accessory uses, violate, in any
material respect, (a) any Legal Requirements (including subdivision, zoning, building, environmental protection and wetland protection
Legal Requirements), or (b) any building permits, restrictions or records, or agreements affecting the Property or any part thereof. Neither
the zoning authorizations, approvals or variances nor any other right to construct or to use the Property is to any extent dependent upon
or related to any real estate other than the Property.

4.1.11 Financial Information. All financial data with respect to the Property, Borrower and Guarantor,
including, without limitation, the statements of cash flow and income and operating expenses that have been delivered to Lender in
connection with the Loan, (a) are true, complete and correct in all material respects, (b) accurately represent the financial condition
of the Property, Borrower and Guarantor as of the date of such reports, and (c) to the extent prepared or audited by an independent
certified public accounting firm, have been prepared in accordance with GAAP, and the Uniform System of Accounts for Hotels (or
such other accounting basis, consistently applied, and acceptable to Lender) throughout the periods covered, except as disclosed therein.
Except for Permitted Encumbrances, Borrower does not have any contingent liabilities, liabilities for Taxes, unusual forward or long-term
commitments or unrealized or anticipated losses from any unfavorable commitments that are known to Borrower and reasonably likely
to have a material adverse effect on the Property or any portion thereof or the operation thereof as a select service hotel and its other
intended uses, except as referred to or reflected in said financial statements. Since the date of such financial statements, there has been no
Material Adverse Change in the financial condition, operation or business of Borrower or Guarantor from that set forth in said financial
statements.

4.1.12 Condemnation. No Condemnation or other similar proceeding has been commenced or, to
Borrower’s knowledge, is threatened or contemplated with respect to all or any portion of the Property or for the relocation of any
roadway providing access to the Property.

4.1.13  Federal Reserve Regulations. No part of the proceeds of the Loan will be used for the purpose of
purchasing or acquiring any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System
or for any other purpose that would be inconsistent with such Regulation U or any other Regulations of such Board of Governors, or for
any purposes prohibited by any Legal Requirements or by the terms and conditions of this Agreement or the other Loan Documents.

4.1.14  Utilities and Public Access. The Property has rights of access to public ways and is served by water,
sewer, sanitary sewer and storm drain facilities adequate to service the Property for its intended uses. All public utilities necessary or
convenient to the full use and enjoyment of the Property are located either in the public right-of-way abutting the Property (which are
connected so as to serve the Property without passing over other property) or in recorded easements serving the Property and such
easements are set forth in and insured by the Title Insurance Policy. All roads necessary for the use of the Property for its current purpose
have been completed and dedicated to public use and accepted by all applicable Governmental Authorities. There is no on-site sewage
disposal system and the Property is served by a sewer system maintained by a Governmental Authority or property owners association.

68

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

4.1.15 Not a Foreign Person. Borrower and, if Borrower is a disregarded entity for federal income tax
purposes, the Person treated as owning the assets owned by Borrower for federal income tax purposes, is not a “foreign person” within
the meaning of §1445(f)(3) or of §7701 of the Code.

4.1.16  Separate Lots. The Property is comprised of one (1) or more parcels, which constitute a separate tax
lot or lots and does not constitute a portion of any other tax lot not a part of the Property.

4.1.17 Assessments. There are no pending or, to Borrower’s knowledge, proposed special or other
assessments for public improvements or otherwise affecting the Property, nor are there any contemplated improvements to the Property
that might result in such special or other assessments.

4.1.18  Enforceability. The Loan Documents are enforceable by Lender (or any subsequent holder thereof)
in accordance with their respective terms, subject to principles of equity and bankruptcy, insolvency and other laws generally applicable
to creditors’ rights and the enforcement of debtors’ obligations. The Loan Documents are not subject to any right of rescission, set-off,
counterclaim or defense by Borrower or Guarantor, including the defense of usury, nor would the operation of any of the terms of the
Loan Documents, or the exercise of any right thereunder, render the Loan Documents unenforceable (subject to principles of equity
and bankruptcy, insolvency and other laws generally affecting creditors’ rights and the enforcement of debtors’ obligations), and neither
Borrower nor Guarantor has asserted any right of rescission, set-off, counterclaim or defense with respect thereto.

4.1.19 No Prior Assignment. There are no prior assignments of the Leases or any portion of the Rents due
and payable or to become due and payable that are presently outstanding.

4.1.20 Insurance. Borrower has obtained and has delivered to Lender certificates of insurance, together with
applicable endorsements and upon request will provide complete copies of all Policies, with all premiums paid thereunder, reflecting the
insurance coverages, amounts and other requirements set forth in Section 6.1 of this Agreement. As of the date of this Agreement, no
litigated claims are currently pending, outstanding or otherwise remain unsatisfied under any such Policies limited to the Property, and,
to Borrower’s knowledge, no Person, including Borrower, has done, by act or omission, anything which would impair the coverage of
any such Policies limited the Property.

4.1.21 Use of Property. The Property (and each portion thereof) is used exclusively as a select service hotel
and other appurtenant and related uses.

4.1.22  Certificate of Occupancy; Licenses. All material certifications, permits, licenses and approvals,
including, without limitation, certificates of completion and occupancy permits required for the legal use, occupancy and operation of the
Property and each portion thereof for its intended uses and otherwise as a select service hotel (collectively, the “Licenses”), have been
obtained and are in full force and effect. The use being made of the Property and each portion thereof is in conformity with the certificate
of occupancy issued for the Property and any portion thereof.
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4.1.23  Flood Zone. None of the Improvements on the Property are located in an area as identified by the
Federal Emergency Management Agency as an area having special flood hazards or, if so located, the flood insurance required pursuant
to Section 6.1(a)(i) hereof is in full force and effect with respect to the Property.

4.1.24  Physical Condition. Except for the PIP Work and the Required Repairs and except as otherwise
described in the Property Condition Report, and to Borrower’s knowledge, (a) the Property, including, without limitation, all buildings,
improvements, parking facilities, sidewalks, storm drainage systems, roofs, plumbing systems, HVAC systems, fire protection systems,
electrical systems, equipment, elevators, exterior sidings and doors, landscaping, irrigation systems and all structural components are in
good condition, order and repair in all material respects and (b) there exists no structural or other material defects or damages in or on
the Property, whether latent or otherwise, and Borrower has not received notice from any insurance company or bonding company of
any defects or inadequacies in the Property, or any part thereof, which would adversely affect the insurability of the same or cause the
imposition of extraordinary premiums or charges thereon or of any termination or threatened termination of any policy of insurance or
bond.

4.1.25 Boundaries. To Borrower’s knowledge, (a) all of the Improvements which were included in
determining the appraised value of any portion of the Property lie wholly within the boundaries and building restriction lines of such
portion of the Property, (b) no improvements on adjoining properties encroach upon any portion of the Property, and (c) no easements or
other encumbrances upon the Property or any portion thereof encroach upon any of the Improvements, so as to adversely affect the value
or marketability of the Property, except those easements or other encumbrances with respect to which the Title Insurance Policy insures
against any losses resulting therefrom.
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4.1.26 Leases. No portion of the Property is subject to any Leases other than the Leases described on the
rent roll attached as Schedule I. Borrower is the owner and lessor of landlord’s interest in the Leases. No Person has any possessory
interest in the Property or any portion thereof, except under and pursuant to the provisions of the Leases. The current Leases are in full
force and effect and there are no known defaults thereunder by either party and there are no conditions that, with the passage of time
or the giving of notice, or both, would constitute defaults thereunder. The copies of the Leases and any related guaranty (including all
amendments thereto) delivered to Lender are accurate, true and complete, and there are no oral agreements with respect thereto. No Rents
(other than security deposits, if any, listed on Schedule I) have been paid more than one (1) month in advance of its due date. All work
to be performed by the landlord under each Lease has been performed as required in such Lease and has been accepted by the applicable
Tenant, and any payments, free rent, partial rent, rebate of rent or other payments, credits, allowances or abatements required to be given
by the landlord under such Lease to any Tenant has already been received by such Tenant. There has been no prior sale, transfer or
assignment, hypothecation or pledge of any Lease or of the Rents received therein which is still in effect. Except as listed on Schedule
L no Tenant has assigned its Lease or sublet all or any portion of the premises demised thereby, no such Tenant holds its leased premises
under assignment or sublease, nor does anyone, except such Tenant and its employees occupy such leased premises. No Tenant under any
Lease has a right or option pursuant to such Lease or otherwise to purchase all or any part of the Property. No Tenant under any Lease
has any right or option for additional space in the Improvements.

4.1.27 Survey. To Borrower’s knowledge, the Survey for the Property (and each portion thereof) delivered
to Lender in connection with this Agreement has been prepared by a professional and properly licensed land surveyor in accordance
with the Accuracy Standards for ALTA/ACSM Land Title Surveys as adopted by ALTA, American Congress on Surveying & Mapping
and National Society of Professional Surveyors in 2016. The Survey reflects the same legal description contained in the Title Insurance
Policy.

4.1.28 Principal Place of Business; State of Organization. Each Borrower’s principal place of business as of
the date hereof is the address set forth in the introductory paragraph of this Agreement. Each Borrower is organized under the laws of
the State of Delaware and the organizational identification number of Owner Borrower is 4877919 and the organizational identification
number of Operator Borrower is 4878085.

4.1.29 Filing and Recording Taxes. All transfer taxes, deed stamps, intangible taxes or other amounts in the
nature of transfer taxes (including all Other Taxes) required to be paid by any Person under applicable Legal Requirements currently in
effect in connection with the transfer of the Property to Borrower have been paid. All mortgage, mortgage recording, stamp, intangible or
other similar tax (including all Other Taxes) required to be paid by any Person under applicable Legal Requirements currently in effect
in connection with the execution, delivery, recordation, filing, registration, perfection or enforcement of any of the Loan Documents,
including, without limitation, the Security Instrument, have been paid or are being paid simultaneously herewith.

4.1.30 Special Purpose Entity/Separateness.

(a) Until the Debt has been paid in full, Borrower hereby represents, warrants and covenants that
(1) Borrower is, shall be and shall continue to be a Special Purpose Entity, and (ii) Principal is, shall be and shall continue to be a Special
Purpose Entity.

(b) The representations, warranties and covenants set forth in Section 4.1.30(a) shall survive for so long
as any amount remains payable to Lender under this Agreement or any other Loan Document.

(c) Any and all of the stated facts and assumptions made in any Insolvency Opinion, including, but not
limited to, any exhibits attached thereto, will have been and shall be true and correct in all respects, and Borrower and Principal will have
complied and will comply with all of the stated facts and assumptions made with respect to it in any Insolvency Opinion. Each entity
other than Borrower and Principal with respect to which an assumption is made or a fact stated in any Insolvency Opinion will have
complied and will comply with all of the assumptions made and facts stated with respect to it in any such Insolvency Opinion.

In addition to the foregoing, Borrower hereby represents, warrants and agrees that (being hereinafter referred to as the
“Backward-Looking Special Purpose Entity Representations and Warranties”) prior to the Closing Date:
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(1) Each Borrower and Principal has always been (A) since the date of its formation in
Delaware, duly formed, validly existing and in good standing under the laws of the state of Delaware, and (B) duly
qualified to do business and is in good standing in each jurisdiction where it is required to be so qualified in connection
with the Property and its business and operations, with requisite power and authority, and all material rights, licenses,
permits and authorizations, governmental or otherwise, necessary to own the Property and to transact the business in
which it has been engaged.

(ii) Neither Borrower nor Principal has ever had any judgments or liens of any nature against it
except for tax liens not yet delinquent, Permitted Encumbrances, and liens which have been released on or prior to the
Closing Date.

(iii) Each of Borrower and Principal has always been in material compliance with all laws,
regulations, and orders applicable to it and has always had, all material permits necessary for it to operate.

@iv) Except as set forth on Schedule VIII attached hereto, neither Borrower nor Principal is
aware of any pending or threatened litigation, nor has ever been a party to any material lawsuit, arbitration, summons,
or other material legal proceeding except as disclosed in writing to Lender.

W) Neither Borrower nor Principal has been, except as disclosed in writing to Lender, nor is
involved in, any dispute with any taxing authority (other than any Property Tax appeals), and Borrower has paid all
taxes due to any taxing authority before the delinquency thereof.

(vi) To the extent financial statements of Borrower have been provided to Lender by or on behalf
of Borrower in connection with the Loan, to Borrower’s knowledge, the latest set of each such financial statements
fairly and accurately reflects the current financial condition of the subject of such statement, as of the date of such
statement, in all material respects.

(vii) Borrower has never owned any real property other than the Property and has never engaged
in any business except the ownership and operation of such Property; Principal has never owned any property or assets
other than the interests in Borrower and the proceeds thereof.

(viii)  Borrower has no material contingent or actual obligations unrelated to the Property and

Principal has no material contingent or actual obligations.
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4.1.31 Management Agreement. The Management Agreement is in full force and effect and, to Borrower’s
knowledge, there is no default thereunder by any party thereto and no event has occurred that, with the passage of time and/or the giving
of notice would constitute a default thereunder. Neither the execution and delivery of the Loan Documents or Borrower’s performance
thereunder will adversely affect Borrower’s rights under the Management Agreement.

4.1.32 Illegal Activity. No portion of the Property has been or will be purchased with proceeds of any illegal
activity.

4.1.33  No Change in Facts or Circumstances; Disclosure. All information submitted by Borrower to Lender
including, but not limited to, all financial statements, rent rolls, reports, certificates and other documents submitted in connection with the
Loan or in satisfaction of the terms thereof and all statements of fact made by Borrower in this Agreement or in any other Loan Document,
are accurate, complete and correct in all material respects. There has been no material adverse change in any condition, fact, circumstance
or event that would make any such information inaccurate, incomplete or otherwise misleading in any material respect or that otherwise
materially and adversely affects or might materially and adversely affect the use, operation or value of the Property or any portion thereof
or the business operations and/or the financial condition of Borrower or Guarantor. Borrower and Guarantor have disclosed to Lender all
material facts and have not failed to disclose any material fact that could cause any Provided Information or representation or warranty
made herein to be materially misleading.

4.1.34 Investment Company Act. Borrower is not (a) an “investment company’ or a company “controlled”
by an “investment company”, within the meaning of the Investment Company Act of 1940, as amended; (b) a “holding company” or
a “subsidiary company” of a “holding company” or an “affiliate” of either a “holding company” or a “subsidiary company” within the
meaning of the Public Utility Holding Company Act of 2005, as amended; or (c) subject to any other federal or state law or regulation
which purports to restrict or regulate its ability to borrow money.

4.1.35 Embargoed Person. As of the date hereof and at all times throughout the term of the Loan, including
after giving effect to any Transfers permitted pursuant to the Loan Documents, (a) none of the funds or other assets of Borrower, Principal
or Guarantor constitute property of, or are beneficially owned, directly or indirectly, by any Embargoed Person; (b) no Embargoed Person
has any interest of any nature whatsoever in Borrower, Principal or Guarantor, as applicable, with the result that the investment in
Borrower, Principal or Guarantor, as applicable (whether directly or indirectly), is prohibited by law or the Loan is in violation of law;
and (c) none of the funds of Borrower, Principal or Guarantor, as applicable, has been derived from any unlawful activity with the result
that the investment in Borrower, Principal or Guarantor, as applicable (whether directly or indirectly), is prohibited by law or the Loan is
in violation of law.

4.1.36 Cash Management Account.

(a) This Agreement, together with the other Loan Documents, creates a valid and continuing security
interest (as defined in the UCC) in the Clearing Account and Cash Management Account in favor of Lender, as and when each such
account may be established, which security interest is prior to all other Liens, other than Permitted Encumbrances, and is enforceable as
such against creditors of and purchasers from Borrower. Other than in connection with the Loan Documents and except for Permitted
Encumbrances, Borrower has not sold, pledged, transferred or otherwise conveyed its interest in the Clearing Account and Cash
Management Account.
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(b) Each of the Clearing Account and Cash Management Account shall constitute a “deposit account™
within the meaning of the UCC.

(©) Pursuant and subject to the terms hereof and of the other Loan Documents, Borrower agrees that
it shall instruct the Clearing Bank and Deposit Bank to comply with all instructions originated by Lender, without further consent by
Borrower, directing disposition of the Clearing Account and Cash Management Account and all sums at any time held, deposited or
invested therein, together with any interest or other earnings thereon, and all proceeds thereof (including proceeds of sales and other
dispositions), whether accounts, general intangibles, chattel paper, deposit accounts, instruments, documents or securities.

(d) The Clearing Account and Cash Management Account shall not be held in the name of any Person
other than Borrower, as pledgor, for the benefit of Lender, as secured party.

(e) The Property is not subject to any cash management system (other than pursuant to the Loan
Documents), and any and all existing tenant instruction letters and credit card company instruction letters issued in connection with any
previous financing have been duly terminated on or prior to the date hereof.

4.1.37  Filing of Returns; Payment of Taxes. Each of Borrower’s and Guarantor’s federal tax identification
number is set forth on Schedule V. Each of Borrower and Guarantor has at all times been properly treated for federal income tax purposes
either as a Disregarded Entity or as a partnership. All Taxes relating to the Property are current and are not delinquent. Each of Borrower
and Guarantor has filed, or caused to be filed, all federal, state, local and foreign Tax returns, reports and other Tax-related documents
required to be filed by it and has paid all Taxes payable by it that have become due, other than those not yet delinquent and except
for those being contested in accordance with Section 5.1.2. Each of Borrower and Guarantor has established on its books such charges,
accruals and reserves in respect of Taxes for all fiscal periods as are required by sound accounting principles consistently applied. Neither
Borrower nor Guarantor knows of any proposed assessment for additional Taxes for any period, or of any basis therefor, that, individually
or in the aggregate, taking into account such charges, accruals and reserves in respect thereof as such Person has made, could reasonably
be expected to cause a Material Adverse Change with respect to Borrower, Guarantor or the Property.

4.1.38 REA. The REA is in full force and effect and neither Borrower nor, to Borrower’s knowledge, any
other party to the REA, is in material default thereunder, and to Borrower’s knowledge, there are no conditions which, with the passage
of time or the giving of notice, or both, would constitute a material default thereunder. Except as set forth on Schedule VI, the REA has
not been modified, amended or supplemented.
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4.1.39  Food and Beverage Agreement. On or prior to the date hereof, Borrower has delivered to Lender a
true, correct and complete copy of the Food and Beverage Management Agreement. The Food and Beverage Management Agreement is
in full force and effect and there is no material default, breach or violation existing thereunder by Operator Borrower or, to Borrower’s
knowledge, License Holder and no event has occurred that, with the passage of time or the giving of notice, or both, would constitute a
material default, breach or violation thereunder.

4.1.40 Environmental Representations. Except as otherwise disclosed by that certain Phase I environmental
report (or Phase II environmental report, if required by Lender) with respect to the Property delivered to Lender by Borrower on or prior
to the date hereof (hereinafter referred to as the “Environmental Reports™) and based upon Borrower’s actual knowledge, (A) there
are no Hazardous Substances or underground storage tanks in, on, or under the Property, except those that are both (i) in compliance
with all Environmental Statutes and with permits issued pursuant thereto and (ii) fully disclosed to Lender in writing pursuant to the
Environmental Report(s); (B) there are no past, present or threatened Releases of Hazardous Substances in, on, under or from the Property
which have not been fully remediated in accordance with Environmental Statute; (C) there is no past or present non-compliance with
Environmental Statutes, or with permits issued pursuant thereto, in connection with the Property which has not been fully remediated
in accordance with Environmental Statutes; (D) Borrower does not know of, and has not received, any written or oral notice or other
communication from any Person (including, but not limited to, a Governmental Authority) relating to the threat of any Release of
Hazardous Substances migrating to the Property; (E) Borrower does not know of, nor has it received, any written or oral notice or
other communication from any Person (including, but not limited to, a Governmental Authority) relating to Hazardous Substances or
Remediation thereof, of possible liability of any Person pursuant to any Environmental Statute, any other environmental conditions in
connection with the Property, or any actual or potential administrative or judicial proceedings in connection with any of the foregoing;
(F) Borrower has truthfully and fully delivered to Lender, in writing, any and all information relating to environmental conditions in, on,
under or from the Property that is known to Borrower and all information that is contained in the files and records of Borrower, including,
but not limited to, any reports relating to Hazardous Substances in, on, under or from the Property and/or to the environmental condition
of the Property; and (G) no Mold is present in the indoor air of the Property at concentrations exceeding ambient air levels and no visible
Mold is present on any building materials or surfaces at the Property for which any Governmental Authority recommends or requires
removal thereof by remediation professionals, and Borrower is not aware of any conditions at the Property that are likely to result in the
presence of Mold in the indoor air at concentrations that exceed ambient air levels or on building materials or surfaces that would require
such removal.

4.1.41 Franchise Agreement. The Franchise Agreement is in full force and effect and, to Borrower’s
knowledge, there is no default, breach or violation existing thereunder by any party thereto and no event has occurred (other than
payments due but not yet delinquent) that, with the passage of time or the giving of notice, or both, would constitute a default, breach
or violation by any party thereunder. Neither the execution and delivery of the Loan Documents nor Borrower’s performance thereunder
will adversely affect Borrower’s rights under the Franchise Agreement.

4.1.42 PIP. There are no property improvement plans outstanding with respect to the Property other than
the PIP.

75

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

4.1.43  Labor Matters. There are no collective bargaining agreements or similar agreements in effect with
respect to Borrower or the Property. Borrower does not have any employees.

4.1.44 Operating Lease. Owner Borrower is the owner and lessor of landlord’s interest in the Operating
Lease. The Operating Lease is in full force and effect and there are no material defaults thereunder by either party and there are no
conditions that, with the passage of time or the giving of notice, or both, would constitute defaults thereunder. No Operating Rent has
been paid more than one (1) month in advance of its due date. All security deposits (if any) under the Operating Lease are held by the
Owner Borrower in accordance with applicable Legal Requirements. There has been no prior sale, transfer or assignment, hypothecation
or pledge of the Operating Lease or of the Operating Rents received thereunder which is still in effect. Except pursuant to the Loan
Documents, Operator Borrower has not assigned the Operating Lease or sublet all or any portion of the premises demised thereby other
than pursuant to a Lease. Operator Borrower has no right or option pursuant to the Operating Lease or otherwise to purchase all or any
part of the leased premises or the building of which the leased premises are a part.

Section 4.2 Survival of Representations. Borrower agrees that all of the representations and warranties of Borrower set forth
in Section 4.1 and elsewhere in this Agreement and in the other Loan Documents shall survive for so long as any amount remains
owing to Lender under this Agreement or any of the other Loan Documents by Borrower. All representations, warranties, covenants and
agreements made in this Agreement or in the other Loan Documents by Borrower shall be deemed to have been relied upon by Lender
notwithstanding any investigation heretofore or hereafter made by Lender or on its behalf.

ARTICLE V
BORROWER COVENANTS
Section 5.1 Affirmative Covenants. From the date hereof and until payment and performance in full of all Obligations,
Borrower hereby covenants and agrees with Lender that:
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5.1.1  Existence; Compliance with Legal Requirements. Borrower shall do or cause to be done all things
necessary to preserve, renew and keep in full force and effect its existence, rights, licenses, permits and franchises necessary for the
conduct of its business and comply with all Legal Requirements applicable to Borrower and the Property (or any portion thereof). There
shall never be committed by Borrower, and Borrower shall not permit any other Person in occupancy of or involved with the operation
or use of the Property or any portion thereof to commit, any act or omission affording any Governmental Authority the right of forfeiture
against the Property or any part thereof or any monies paid in performance of Borrower’s Obligations under any of the Loan Documents.
Borrower shall not commit, permit or suffer to exist any act or omission affording such right of forfeiture. Borrower shall at all times
maintain, preserve and protect all franchises and trade names, preserve all the remainder of its property used or useful in the conduct
of its business, and shall keep the Property in good working order and repair (normal wear and tear excepted and subject to repairs and
work expressly contemplated by this Agreement), and from time to time make, or cause to be made, all reasonably necessary repairs,
renewals, replacements, betterments and improvements thereto, all as more fully provided in the Security Instrument. Borrower shall
keep the Property insured at all times by financially sound and reputable insurers, to such extent and against such risks, and maintain
liability and such other insurance, as is more fully provided in this Agreement. After prior notice to Lender, Borrower, at its own expense,
may contest by appropriate legal proceeding promptly initiated and conducted in good faith and with due diligence, the validity of any
Legal Requirement, the applicability of any Legal Requirement to Borrower or the Property (or portion thereof) or any alleged violation
of any Legal Requirement; provided, that: (a) no Default or Event of Default has occurred and remains uncured; (b) such proceeding shall
be permitted under, and be conducted in accordance with, the provisions of any instrument to which Borrower is subject and shall not
constitute a default thereunder and such proceeding shall be conducted in accordance with all applicable statutes, laws and ordinances;
(c) neither the Property nor any part thereof or interest therein will be in danger of being sold, forfeited, terminated, cancelled or lost; (d)
Borrower shall, upon final determination thereof, promptly comply with any such Legal Requirement determined to be valid or applicable
or cure any violation of any Legal Requirement; (e) such proceeding shall suspend the enforcement of the contested Legal Requirement
against Borrower and the Property; and (f) Borrower shall furnish such security as may be required in the proceeding, or as may be
reasonably requested by Lender, to insure compliance with such Legal Requirement, together with all interest and penalties payable in
connection therewith. Lender may apply any such security, as necessary to cause compliance with such Legal Requirement at any time
when, in the reasonable judgment of Lender, the validity, applicability or violation of such Legal Requirement is finally established or the
Property (or any part thereof or interest therein) shall be in danger of being sold, forfeited, terminated, cancelled or lost.
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5.1.2  Taxes and Other Charges. Borrower shall pay, or shall cause its Tenant(s) to pay (to the extent any
Tenant is obligated to make such payments under its Lease), all Property Taxes and Other Charges now or hereafter levied or assessed
or imposed against the Property, or any part thereof, as the same become due and payable (and with respect to Property Taxes, prior to
the date the same become delinquent); provided, however, Borrower’s obligation to directly pay Property Taxes shall be suspended for so
long as Borrower complies with the terms and provisions of Section 7.1 hereof. Borrower will deliver to Lender receipts for payment or
other evidence satisfactory to Lender that the Property Taxes and Other Charges have been so paid or are not then delinquent no later than
ten (10) days prior to the date on which the Property Taxes and/or Other Charges would otherwise be delinquent if not paid; provided,
however, Borrower is not required to furnish such receipts for payment of Property Taxes in the event that such Property Taxes have
been paid by Lender pursuant to Section 7.1 hereof. Subject to the terms of this Section 5.1.2 and Section 5.2.2, Borrower shall not suffer
and shall promptly cause to be paid and discharged any Lien or charge whatsoever, which may be or become a Lien or charge against
the Property or any portion thereof (other than Permitted Encumbrances), and shall promptly pay for all utility services provided to the
Property. After prior notice to Lender, Borrower, at its own expense, may contest by appropriate legal proceeding, promptly initiated and
conducted in good faith and with due diligence, the amount or validity or application in whole or in part of any Property Taxes or Other
Charges; provided that (a) no Default or Event of Default has occurred and remains uncured; (b) such proceeding shall be permitted
under, and be conducted in accordance with, the provisions of any other instrument to which Borrower is subject and shall not constitute
a default thereunder and such proceeding shall be conducted in accordance with all applicable statutes, laws and ordinances; (c) neither
the Property nor any part thereof or interest therein will be in danger of being sold, forfeited, terminated, cancelled or lost; (d) Borrower
shall promptly upon final determination thereof pay the amount of any such Property Taxes or Other Charges, together with all costs,
interest and penalties which may be payable in connection therewith; (e) such proceeding shall suspend the collection of such contested
Property Taxes or Other Charges from the Property (except that if such Property Taxes or Other Charges must be paid sooner in order
to avoid being delinquent, then Borrower shall cause the same to be paid prior to delinquency, and upon making such payment prior to
delinquency Borrower may continue such contest); and (f) Borrower shall furnish such security as may be required in the proceeding, or
as may be reasonably requested by Lender, to insure the payment of any such Property Taxes or Other Charges, together with all interest
and penalties thereon. Lender may pay over any such cash deposit or part thereof held by Lender to the claimant entitled thereto at any
time when, in the reasonable judgment of Lender, the entitlement of such claimant is established or the Property (or part thereof or interest
therein) shall be in danger of being sold, forfeited, terminated, cancelled or lost or there shall be any danger of the Lien of the Security
Instrument being primed by any related Lien.

5.1.3  Litigation. Borrower shall give prompt notice to Lender of any proceedings by any Governmental
Authority and any litigation, in each case, pending or threatened against Borrower, Principal and/or Guarantor which might materially
adversely affect Borrower’s, Principal’s or Guarantor’s condition (financial or otherwise) or business or the Property or any portion
thereof.

5.1.4  Access to Property. Borrower shall permit agents, representatives and employees of Lender to inspect
the Property or any part thereof at reasonable hours upon reasonable advance notice (which may be given verbally).

5.1.5 Notice of Default. Borrower shall promptly advise Lender of (i) any Material Adverse Change in
Borrower’s, Principal’s or Guarantor’s condition, financial or otherwise, of which Borrower has knowledge or (ii) receipt of any written
notice of default under the Management Agreement.

5.1.6  Cooperate in Legal Proceedings. Borrower shall cooperate fully with Lender with respect to any
proceedings before any court, board or other Governmental Authority which may in any way affect the rights of Lender hereunder or
any rights obtained by Lender under any of the other Loan Documents and, in connection therewith, permit Lender, at its election, to
participate in any such proceedings.

5.1.7 Perform Loan Documents. Borrower shall observe, perform and satisfy all the terms, provisions,
covenants and conditions of, and shall pay when due all costs, fees and expenses to the extent required under the Loan Documents
executed and delivered by, or applicable to, Borrower. Payment of the costs and expenses associated with any of the foregoing shall be in
accordance with the terms and provisions of this Agreement, including, without limitation, the provisions of Section 10.13 hereof.
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5.1.8 Award and Insurance Benefits. Borrower shall cooperate with Lender in obtaining for Lender the
benefits of any Awards or insurance proceeds lawfully or equitably payable in connection with the Property or any portion thereof
in accordance with the terms of Article VI below, and Lender shall be reimbursed for any expenses incurred in connection therewith
(including attorneys’ fees and disbursements, and the payment by Borrower of the expenses of an appraisal on behalf of Lender in the
case of Casualty or Condemnation affecting the Property or any part thereof) out of such insurance proceeds.

5.1.9  Further Assurances. Borrower shall, at Borrower’s sole cost and expense:

(a) furnish to Lender all instruments, documents, boundary surveys, footing or foundation surveys,
certificates, plans and specifications, appraisals, title and other insurance reports and agreements, and each and every other document,
certificate, agreement and instrument required to be furnished by Borrower pursuant to the terms of the Loan Documents or which are
reasonably requested by Lender in connection therewith;

(b) execute and deliver to Lender such documents, instruments, certificates, assignments and other
writings, and do such other acts necessary or desirable, to evidence, preserve and/or protect the Collateral at any time securing or intended
to secure the Obligations under the Loan Documents, as Lender may reasonably require; and

(c) do and execute all and such further lawful and reasonable acts, conveyances and assurances for the
better and more effective carrying out of the intents and purposes of this Agreement and the other Loan Documents, as Lender shall
reasonably require from time to time. In furtherance hereof, Borrower grants to Lender, effective only upon the occurrence of an Event of
Default, an irrevocable power of attorney coupled with an interest for the purpose of protecting, perfecting, preserving and realizing upon
the interests granted pursuant to this Agreement and to effect the intent hereof, all as fully and effectually as Borrower might or could
do; and Borrower hereby ratifies all that Lender shall lawfully do or cause to be done by virtue hereof. Upon receipt of an affidavit of an
officer of Lender as to the loss, theft, destruction or mutilation of the Note or any other Loan Document which is not of public record,
and, in the case of any such mutilation, upon surrender and cancellation of such Note or other applicable Loan Document, Borrower will
issue, in lieu thereof, a replacement Note or other applicable Loan Document, dated the date of such lost, stolen, destroyed or mutilated
Note or other Loan Document in the same principal amount thereof and otherwise of like tenor.

5.1.10 Mortgage Taxes. Borrower shall simultaneously herewith pay all state, county and municipal
mortgage, recording, stamp, intangible and all Other Taxes imposed upon the execution and recordation of the Security Instrument.
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5.1.11 Financial Reporting.

(a) Borrower will keep and maintain or will cause to be kept and maintained on a Fiscal Year basis
in accordance with GAAP, and the Uniform System of Accounts for Hotels (or such other accounting basis selected by Borrower,
consistently applied, and reasonably acceptable to Lender), and the requirements of Regulation AB, proper and accurate books, records
and accounts reflecting, in all material respects, all of the financial affairs of Borrower and all items of income and expense in connection
with the operation of the Property. Lender shall have the right from time to time, at all times during normal business hours upon
reasonable notice (which may be verbal), to examine such books, records and accounts at the office of Borrower or any other Person
maintaining such books, records and accounts and to make such copies or extracts thereof as Lender shall desire. After the occurrence of
an Event of Default, Borrower shall pay any reasonable costs and expenses incurred by Lender to examine Borrower’s accounting records
with respect to the Property, as Lender shall reasonably determine to be necessary or appropriate in the protection of Lender’s interest.
Upon Lender’s reasonable request, Borrower shall furnish to Lender such other information reasonably necessary and sufficient to fairly
represent the financial condition of Borrower and the Property.

(b) Borrower will furnish to Lender annually, within one hundred twenty (120) days following the end of
each Fiscal Year of Borrower, a complete copy of Borrower’s and Guarantor’s annual financial statements certified as true and correct by
the party providing such statements, in accordance with GAAP, and the Uniform System of Accounts for Hotels (or such other accounting
basis consistently applied and acceptable to Lender) and the requirements of Regulation AB covering the Property for such Fiscal Year,
and containing statements of profit and loss for Borrower, Guarantor and the Property and a balance sheet for Borrower and Guarantor.
Such statements of Borrower shall set forth the financial condition and the results of operations for the Property for such Fiscal Year, and
shall include, but not be limited to, Net Operating Income, Gross Income from Operations and Operating Expenses. Borrower’s annual
financial statements shall be accompanied by (i) a comparison of the budgeted income and expenses and the actual income and expenses
for the prior Fiscal Year, (ii) intentionally omitted, (iii) intentionally omitted, (iv) intentionally omitted, (v) intentionally omitted, and
(vi) an Officer’s Certificate certifying that each annual financial statement fairly presents, in all material respects, the financial condition
and the results of operations of Borrower and the Property subject to such reporting, and that such financial statements have been prepared
in accordance with GAAP, and the Uniform System of Accounts for Hotels and as of the date thereof whether there exists an event or
circumstance which constitutes a Default or Event of Default under the Loan Documents executed and delivered by, or applicable to,
Borrower, and if such Default or Event of Default exists, the nature thereof, the period of time it has existed and the action then being
taken to remedy the same. Guarantor’s annual financial statements shall be accompanied by (i) intentionally omitted, (ii) a statement
of its Net Worth and Liquidity (as such terms are defined in the Guaranty) within such one hundred twenty (120) day period described
above and (iii) an Officer’s Certificate certifying that each annual financial statement fairly presents, in all material respects, the financial
condition and the results of operations of Guarantor being reported upon and that such financial statements have been prepared in
accordance with GAAP (or such other accounting basis consistently applied and acceptable to Lender) and as of the date thereof whether
there exists an event or circumstance which constitutes a Default or Event of Default under the Loan Documents executed and delivered
by, or applicable to, Guarantor, and if such Default or an Event of Default exists, the nature thereof, the period of time it has existed and
the action then being taken to remedy the same.
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(c) Borrower will furnish, or cause to be furnished, to Lender on or before forty-five (45) days after
the end of each calendar quarter the following items, accompanied by an Officer’s Certificate stating that such items are true, correct,
accurate, and complete and fairly present, in all material respects, the financial condition and results of the operations of Borrower and
the Property (subject to normal year-end adjustments) as applicable: (i) intentionally omitted; (ii) intentionally omitted; (iii) quarterly
and year-to-date operating statements (including Capital Expenditures) prepared for each calendar quarter, noting Net Operating Income,
Gross Income from Operations, and Operating Expenses (not including any contributions to the FF&E Reserve Account), and, upon
Lender’s reasonable request, other information necessary and sufficient to fairly represent the financial position and results of operation
of the Property during such calendar quarter and containing a comparison of budgeted income and expenses and the actual income and
expenses, and, upon Lender’s written request, a detailed explanation of any variances of ten percent (10%) or more between budgeted
and actual amounts for such periods, all in form reasonably satisfactory to Lender; (iv) a calculation reflecting the annual Debt Service
Coverage Ratio and Debt Yield as of the last day of such quarter; (v) intentionally omitted; (vi) intentionally omitted; and (vii) a trailing-
twelve month operating statement in the Uniform System of Accounts for Hotels format, presented on a month-by-month basis and in the
aggregate for operations reported through the last month of the given calendar quarter. In addition, such Officer’s Certificate shall also
state that the representations and warranties of Borrower set forth in Section 4.1.30 are true and correct as of the date of such certificate.

(d) In addition, Borrower shall provide to Lender within thirty (30) days of the end of each calendar month
the financial reports that Borrower receives from the Manager pursuant to the terms and provisions of the Management Agreement,
together with (i) a rent roll for the subject month or quarter containing the names of all tenants at the Property, the terms and expiration
date of their respective leases, the space occupied, the rents payable and the securities deposited thereunder, annualized expense
reimbursement income detail paid by each tenant, together with the name of any lease guarantor thereof and (ii) STR Reports and PACE
Reports for the most recently completed calendar month, including a summary report detailing monthly occupancy, including average
daily rate.
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(e) For the partial year period commencing on the date hereof, and for each Fiscal Year thereafter,
Borrower shall submit to Lender an Annual Budget not later than thirty (30) days prior to the commencement of such period or Fiscal
Year in form reasonably satisfactory to Lender. The Annual Budget shall be subject to Lender’s approval, which shall not be unreasonably
withheld, conditioned or delayed (each such Annual Budget, an “Approved Annual Budget”). In the event that Lender objects to a
proposed Annual Budget submitted by Borrower which requires the approval of Lender hereunder, Lender shall advise Borrower of such
objections within fifteen (15) days after receipt thereof (and deliver to Borrower a reasonably detailed description of such objections) and
Borrower shall promptly revise such Annual Budget and resubmit the same to Lender. Lender shall advise Borrower of any objections
to such revised Annual Budget within ten (10) days after receipt thereof (and deliver to Borrower a reasonably detailed description of
such objections) and Borrower shall promptly revise the same in accordance with the process described in this subsection until Lender
approves the Annual Budget. Until such time that Lender approves a proposed Annual Budget that requires the approval of Lender
hereunder, the most recently Approved Annual Budget shall apply; provided that, such Approved Annual Budget shall be adjusted to
reflect actual increases in Taxes, Insurance Premiums and Other Charges, and such other adjustments to operating expenses required
based on fluctuations in revenue as are reasonably approved by Lender. Notwithstanding anything to the contrary contained herein,
in no event shall Borrower pay, or the Annual Budget include, any asset management fee payable to Kauai Hotel Series of JMIR
Investments III, LP and/or Behringer Harvard Kauai Hotel, LLC or any construction management fee payable to JMIR-Project Manager
LLC (unless expressly set forth in the PIP Work Budget and/or the Elective CapEx Work Budget approved by Lender), in each case,
pursuant to the terms of the JV Agreement or otherwise; it being understood and agreed that any such fees shall be subordinate in all
respects to the Obligations. Upon request of Lender, Borrower shall obtain and deliver to Lender subordination agreements in form and
substance reasonably satisfactory to Lender executed by JMIR Investments III, LP, Behringer Harvard Kauai Hotel, LLC and JMIR-
Project Manager LLC, as applicable.

® In the event that Borrower must incur an extraordinary Operating Expense or Capital Expenditure
not set forth in the Approved Annual Budget (each an “Extraordinary Expense”), then Borrower shall promptly deliver to Lender a
reasonably detailed explanation of such proposed Extraordinary Expense for Lender’s approval; provided, however, Lender’s approval
shall not be required for Extraordinary Expenses incurred in connection with circumstances posing imminent danger to the life and safety
of any Person at or on the Property so long as Borrower promptly notifies the Lender of the same.

82

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(2) If, at the time a Disclosure Document is being prepared for a Securitization, Lender expects that
Borrower alone or Borrower and one or more Affiliates of Borrower collectively, or the Property alone, will be a Significant Obligor,
Borrower shall furnish to Lender upon request (i) the selected financial data or, if applicable, Net Operating Income for Borrower and
the Property for the most recent Fiscal Year and interim period (or such longer period as may be required by Regulation S-K if the Loan
is not treated as a non-recourse loan under Instruction 3 for Item 1101(k) of Regulation AB) meeting the requirements and covering the
time periods specified in Section 301 of Regulation S-K and Item 1112 of Regulation AB, if Lender expects that the principal amount
of the Loan together with any related Loans as of the cut-off date for such Securitization may, or if the principal amount of the Loan
together with any related Loans as of the cut-off date for such Securitization and at any time during which the Loan and any related Loans
are included in a Securitization does, equal or exceed ten percent (10%) (but less than twenty percent (20%)) of the aggregate principal
amount of all mortgage loans included or expected to be included, as applicable, in the Securitization, or (ii) the financial statements
required under Item 1112(b)(2) of Regulation AB, if Lender expects that the principal amount of the Loan together with any related
Loans as of the cut-off date for such Securitization may, or if the principal amount of the Loan together with any related Loans as of the
cut-off date for such Securitization and at any time during which the Loan and any related Loans are included in a Securitization does,
equal or exceed twenty percent (20%) of the aggregate principal amount of all mortgage loans included or expected to be included, as
applicable, in the Securitization. Such financial data or financial statements shall be furnished to Lender (A) within ten (10) Business
Days after notice from Lender in connection with the preparation of Disclosure Documents for the Securitization, (B) not later than thirty
(30) days after the end of each fiscal quarter of Borrower and (C) not later than seventy-five (75) days after the end of each Fiscal Year
of Borrower; provided, however, that Borrower shall not be obligated to furnish financial data or financial statements pursuant to clauses
(B) or (C) of this sentence with respect to any period for which a filing pursuant to the Exchange Act in connection with or relating to the
Securitization (an “Exchange Act Filing”) is not required. If requested by Lender, Borrower shall use commercially reasonable efforts to
furnish to Lender financial data and/or financial statements for any Tenant of the Property if, in connection with a Securitization, Lender
expects there to be, with respect to such Tenant or group of Affiliated Tenants, a concentration within all of the mortgage loans included
or expected to be included, as applicable, in the Securitization such that such Tenant or group of affiliated Tenants would constitute a
Significant Obligor. All financial data and financial statements provided by Borrower hereunder pursuant to this Section 5.1.11(g) shall
be prepared in accordance with GAAP, and the Uniform System of Accounts for Hotels, and shall meet the requirements of Regulation
S-K or Regulation S-X, as applicable, Regulation AB and other applicable legal requirements. All financial statements referred to in
this Section 5.1.11(g) hereof shall be audited by independent accountants of Borrower reasonably acceptable to Lender in accordance
with Regulation AB, Regulation S-K or Regulation S-X, as applicable, and all other applicable legal requirements, shall be accompanied
by the manually executed report of the independent accountants thereon, which report shall meet the requirements of Regulation S-
K or Regulation S-X, as applicable, Regulation AB and all other applicable legal requirements, and shall be further accompanied by
a manually executed written consent of the independent accountants, in form and substance acceptable to Lender, to the inclusion of
such financial statements in any Disclosure Document and any Exchange Act Filing and to the use of the name of such independent
accountants and the reference to such independent accountants as “experts” in any Disclosure Document and Exchange Act Filing, all of
which shall be provided at the same time as the related financial statements are required to be provided. All financial data and financial
statements (audited or unaudited) provided by Borrower under this Section 5.1.11(g) shall be accompanied by an Officer’s Certificate,
which certification shall state that such financial statements meet the requirements set forth in this Section 5.1.11(g). If requested by
Lender, each Borrower shall provide Lender, promptly upon request, with any other or additional financial statements, or financial,
statistical or operating information, as Lender shall reasonably determine to be required pursuant to Regulation S-K or Regulation S-X,
as applicable, Regulation AB or any amendment, modification or replacement thereto or other legal requirements in connection with any
Disclosure Document or any Exchange Act filing in connection with or relating to a Securitization or as shall otherwise be reasonably
requested by the Lender. In the event Lender reasonably determines, in connection with a Securitization, that the financial data and
financial statements required in order to comply with Regulation S-K or Regulation S-X, as applicable, Regulation AB or any amendment,
modification or replacement thereto or other legal requirements are other than as provided herein, then notwithstanding the provisions of
this Section 5.1.11(g), Lender may request, and Borrower shall promptly provide, such other financial data and financial statements as
Lender reasonably determines to be necessary or appropriate for such compliance.

(h) Intentionally Omitted.
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(1) Borrower shall furnish to Lender, within ten (10) Business Days after request (or as soon thereafter as
may be reasonably possible), such further detailed information with respect to the operation of the Property and the financial affairs of
Borrower as may be reasonably requested by Lender.

) Borrower shall furnish to Lender, within ten (10) Business Days after Lender’s request (or as soon
thereafter as may be reasonably possible), financial and sales information from the Tenant under the Hawaiian Rainforest Lease (to the
extent such financial and sales information is required to be provided under the Hawaiian Rainforest Lease and the same is received by
Borrower after request therefor).

k) Borrower agrees that Lender may disclose information regarding the Property and Borrower that is
provided to Lender pursuant to this Section 5.1.11 in connection with any Securitization to such parties requesting such information in
connection with such Securitization.

) Borrower shall furnish to Lender, promptly upon receipt, all franchise inspection reports received by
Borrower.

(m) Borrower shall furnish or cause to be furnished to Lender, within thirty (30) days after the end of each
calendar month, the most current Smith Travel Research Reports then available to Borrower reflecting market penetration and relevant
hotel properties competing with the Property.

(n)  All monthly and other operating statements to be delivered by or on behalf of Borrower hereunder shall
be (and all accompanying Officer’s Certificates shall state that they have been) prepared based upon the Uniform System of Accounts for
Hotels.

(o) Breach. If Borrower fails to provide to Lender or its designee any of the financial statements,
certificates, reports or information (the “Required Records”) required by this Section 5.1.11 within the applicable time periods set forth
in this Section 5.1.11, Lender shall have the option, upon fifteen (15) days’ notice to Borrower, to gain access to Borrower’s books and
records and prepare or have prepared at Borrower’s expense, any Required Records not delivered by Borrower. In addition, it shall be an
Event of Default if any of the following shall occur: (i) any failure of Borrower to provide to Lender any of the Required Records within
the applicable time periods set forth in this Section 5.1.11, if such failure continues for fifteen (15) days after written notice thereof, or (ii)
in the event any Required Records shall be materially inaccurate or false, or (iii) in the event of the failure of Borrower to permit Lender
or its representatives to inspect said books, records and accounts upon request of Lender as required by this Section 5.1.11.

5.1.12 Business and Operations. Borrower will continue to engage in the businesses presently conducted by
it as and to the extent the same are necessary for the ownership, maintenance, management and operation of the Property. Borrower will
qualify to do business and will remain in good standing under the laws of each jurisdiction as and to the extent the same are required for
the ownership, maintenance, management and operation of the Property. Borrower shall keep and maintain all Licenses necessary for the
operation of the Property and each portion thereof for its intended uses and otherwise as a select service hotel.
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5.1.13  Title to the Property. Borrower will warrant and defend (a) the title to the Property and every part
thereof, subject only to Permitted Encumbrances, and (b) the validity and priority of the Lien of the Security Instrument and the
Assignment of Leases, subject only to Permitted Encumbrances, in each case against the claims of all Persons whomsoever. Borrower
shall reimburse Lender for any Losses incurred by Lender if an interest in the Property, other than as permitted hereunder, is claimed by
another Person.

5.1.14  Costs of Enforcement. In the event (a) that the Security Instrument is foreclosed in whole or in part
or that the Security Instrument is put into the hands of an attorney for collection, suit, action or foreclosure, (b) of the foreclosure of any
mortgage prior to or subsequent to the Security Instrument in which proceeding Lender is made a party, or (c) of a Bankruptcy Action
related to Borrower or any Principal or an assignment by Borrower or any Principal for the benefit of its creditors, Borrower, on behalf
of itself and its successors and assigns, agrees that it/they shall be chargeable with and shall pay all costs of collection and defense,
including attorneys’ fees and expenses, and court costs, incurred by Lender or Borrower in connection therewith and in connection with
any appellate proceeding or post-judgment action involved therein, together with all required service or use Taxes.

5.1.15 Estoppel Statement.

(a) After request by Lender, Borrower shall within ten (10) days furnish Lender with a statement,
duly acknowledged and certified, setting forth (i) the original principal amount of the Loan, (ii) the Outstanding Principal Balance,
(iii) the Interest Rate of the Loan, (iv) the date installments of interest and/or principal were last paid, (v) any offsets or defenses to the
performance of the Obligations, if any, and (vi) that the Note, this Agreement, the Security Instrument and the other Loan Documents are
valid, legal and binding obligations of Borrower and have not been modified or if modified, giving particulars of such modification.

(b) Borrower shall use commercially reasonable efforts to deliver to Lender upon request, tenant estoppel
certificates from each commercial Tenant leasing space at the Property in form and substance reasonably satisfactory to Lender; provided
that Borrower shall not be required to deliver such certificates more frequently than two (2) times in any calendar year.

5.1.16  Estoppel Certificates. Borrower shall use commercially reasonable efforts to deliver to Lender, upon
request, estoppel certificates from each party under the REA; provided that such certificates may be in the form required under the REA
and, so long as no Event of Default has occurred and is continuing, Borrower’s obligations under this Section 5.1.16 shall be limited to
no more than one (1) time per year.

5.1.17 Loan Proceeds. Borrower shall use the proceeds of the Loan received by it on the Closing Date only
for the purposes set forth in Section 2.1.4.

5.1.18  Performance by Borrower. Borrower shall in a timely manner observe, perform and fulfill each and
every covenant, term and provision of each Loan
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Document executed and delivered by, or applicable to, Borrower and shall not enter into or otherwise suffer or permit any amendment,
waiver, supplement, termination or other modification of any Loan Document executed and delivered by, or applicable to, Borrower
without the prior written consent of Lender.

5.1.19  Confirmation of Representations. Borrower shall deliver, in connection with any Securitization, (a)
one or more Officer’s Certificates certifying as to the accuracy of all representations made by Borrower in the Loan Documents as of the
date of the closing of such Securitization in all relevant jurisdictions, and (b) certificates of the relevant Governmental Authorities in all
relevant jurisdictions indicating the good standing and qualification of Borrower as of the date of the Securitization.

5.1.20  No Joint Assessment. Borrower shall not suffer, permit or initiate the joint assessment of the Property
or any portion thereof (a) with any other real property constituting a tax lot separate from the Property, and (b) which constitutes real
property with any portion of the Property which may be deemed to constitute personal property, or any other procedure whereby the Lien
of any Taxes which may be levied against such personal property shall be assessed or levied or charged to such real property portion of
the Property.

5.1.21 Leasing Matters.

(a) Other than Hotel Transactions, Borrower shall not enter into any Major Lease (or any renewals,
amendments or modifications (other than immaterial changes) of a Major Lease) without Lender’s prior consent in its reasonable
discretion.

(b) Each Major Lease shall be subject to Lender’s written approval, in its reasonable discretion, prior to
Borrower’s execution of any such Major Lease (or any expansion, renewal or modification of such Major Lease (other than immaterial
changes), or any cancellation or termination of any such Major Lease). All non-Major Leases (or any expansion, renewal or modification
of such non-Major Leases) shall not require Lender’s prior approval. Borrower shall deliver to Lender true, complete and correct copies
of any proposed Major Lease (or proposed expansion, renewal or modification of a Major Lease) requiring Lender’s approval.

(c) Borrower shall not permit or consent to any assignment or sublease of any Major Lease without
Lender’s prior written approval (other than assignments or subleases expressly permitted under any Major Lease pursuant to a unilateral
right of the Tenant thereunder not requiring the consent of Borrower).

(d) Borrower (i) shall observe and timely perform all obligations imposed upon the lessor under the
Leases in a commercially reasonable manner; (ii) shall enforce the terms, covenants and conditions contained in the Leases upon the part
of the Tenant thereunder to be observed or performed in a commercially reasonable manner and in a manner not to impair the value of
the Property involved, except that Borrower shall not terminate, or accept the surrender by a Tenant of, any Lease unless by reason of a
Tenant default and then only in a commercially reasonable manner to preserve and protect the Property; (iii) shall not collect any of the
Rents more than one (1) month in advance (other than security deposits required pursuant to such Lease); (iv) shall not execute any other
assignment of lessor’s interest in the Leases or the Rents (except as contemplated by the Loan Documents); (v) shall not alter, modify or
change the terms of the Leases in a manner inconsistent with the provisions of the Loan Documents; and (vi) shall execute and deliver
at the request of Lender all such further assurances, confirmations and assignments in connection with the Leases as Lender shall from
time to time reasonably require. Lender shall have the right to require each new Tenant to execute and deliver to Lender a subordination,
non-disturbance of possession and attornment agreement in form, content and manner of execution reasonably acceptable to Lender.
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(e) Borrower shall furnish Lender with true, correct and complete copies of all Leases, amendments
thereof and any related agreements promptly following execution thereof.

® Borrower shall promptly notify Lender, in writing, of any material defaults by any tenant or lease
guarantor after Borrower becomes aware of the same.

5.1.22  Alterations. Borrower shall obtain Lender’s prior written consent to any alterations to any
Improvements, which consent shall not be unreasonably withheld, except with respect to any alterations to any Improvements which may
have a material adverse effect on Borrower’s financial condition, the value of the Property or any portion thereof or the Net Operating
Income. Notwithstanding the foregoing, Lender’s consent shall not be required in connection with any alterations that will not have a
material adverse effect on Borrower’s financial condition, the value of the Property or any portion thereof or the Net Operating Income;
provided that such alterations (a)(i) are either work performed pursuant to the terms of any Lease approved or deemed approved in
accordance with the terms hereof, or the costs for such alterations are adequately covered in the current Approved Annual Budget, (ii) do
not adversely affect any structural component of any Improvements, any utility or HVAC system contained in any Improvements or
the exterior of any building constituting a part of any Improvements and (iii) the aggregate cost thereof does not exceed Four Hundred
Thousand and No/100 Dollars ($400,000.00) (the “Threshold Amount”), (b) are performed in connection with Restoration after the
occurrence of a Casualty in accordance with the terms and provisions of this Agreement or (c) are on account of Approved CapEx
Expenses performed in accordance with the terms and provisions of this Agreement.

5.1.23  Operation of Property.

(a) Borrower shall cause the Property to be operated, in all material respects, in accordance with
the Management Agreement or Replacement Management Agreement, as applicable. In the event that the Management Agreement
expires or is terminated (without limiting any obligation of Borrower to obtain Lender’s consent to any termination or modification
of the Management Agreement in accordance with the terms and provisions of this Agreement), Borrower shall promptly enter into a
Replacement Management Agreement with Manager or another Qualified Manager, as applicable.

(b) Borrower shall: (i) promptly perform and/or observe in all material respects all of the covenants and
agreements required to be performed and observed by it under the Management Agreement (including, without limitation, paying the
Special Incentive Fee (as such term is defined in the Management Agreement) as and when the same is due and payable) and do all things
necessary to preserve and to keep unimpaired its material rights thereunder; (ii) promptly notify Lender of any material default under the
Management Agreement of which it is aware; (iii) promptly deliver to Lender a copy of each financial statement, business plan, capital
expenditures plan, material notice and material report received by it under the Management Agreement; and (iv) enforce the performance
and observance of all of the covenants and agreements required to be performed and/or observed by Manager under the Management
Agreement, in a commercially reasonable manner.
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(c) If (i) an Event of Default occurs and is continuing, (ii) the Manager shall be the subject of a
Bankruptcy Action or become insolvent, (iii) a material default occurs under the Management Agreement beyond any applicable grace
and cure periods, or (iv) fifty percent (50%) or more of the direct or indirect ownership interest in Manager has changed and Control
of Manager has changed, in each event from what it was on the Closing Date, Borrower shall, at the request of Lender, terminate the
Management Agreement and replace the Manager with a manager approved by Lender on terms and conditions satisfactory to Lender, it
being understood and agreed that (x) the management fee for such replacement manager shall not exceed the then prevailing market rates
(and in any event shall not exceed three percent (3%) of Gross Income from Operations per annum, from time to time), and (y) Lender
shall not be liable for or obligated to pay any termination fee or other penalty in connection with such termination.

(d) All Material Agreements shall be subject to the prior review and approval, not to be unreasonably
withheld, of Lender.

5.1.24 No Credits on Account of the Obligations. Borrower will not claim or demand or be entitled to any
credit or credits on account of the Obligations for any payment of Property Taxes assessed against the Property and no deduction shall
otherwise be made or claimed from the assessed value of the Property for real estate Tax purposes because of the Loan Documents or
the Obligations. If Legal Requirements or other laws, orders, requirements or regulations require such claim, credit or deduction, Lender
may, by written notice to Borrower of not less than ninety (90) days, declare the Obligations immediately due and payable.

5.1.25 Personal Property. Borrower shall cause all of its personal property, fixtures, attachments and
equipment delivered upon, attached to or used in connection with the operation of the Property to always be located at the Property and
shall be kept free and clear of all Liens, encumbrances and security interests, except Permitted Encumbrances.

5.1.26  Appraisals. Lender shall have the right to obtain a new or updated appraisal of the Property (and/or
any portions thereof) from time to time; provided, however, that so long as no Event of Default has occurred Lender shall do so with
respect to the same portion of the Property not more often than once in every twelve (12) month period. Borrower shall cooperate with
Lender in this regard. If the appraisal is obtained to comply with this Agreement or any applicable law or regulatory requirement, or
bank or lender policy promulgated to comply therewith, or if an Event of Default exists, Borrower shall pay for any such appraisal upon
Lender’s request.
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5.1.27 Financing Statements. Borrower, at its sole cost and expense, shall at all times cause the Security
Instrument and the Assignment of Leases, together with any UCC-1 financing statements required to be filed in connection therewith,
to be recorded, registered or filed in the appropriate public records, and any amendments or supplements hereto and thereto, and, if
requested by Lender, any instruments of assignment hereof or thereof, to be recorded, registered and filed, as applicable, and to be kept
recorded, registered and filed, in such manner and in such places, shall pay all recording, registration and filing fees and taxes and other
charges, including any recording, transfer or intangible personal property tax or similar imposition, with respect thereto, and shall comply
with all applicable Legal Requirements in order fully and effectively to establish, preserve, perfect and protect Lender’s first priority
security interest in the Property and the Collateral, subject only to Permitted Encumbrances and the Liens created by the Loan Documents.
Borrower hereby authorizes Lender to file UCC-1 financing and continuation statements with respect to the Property and the Collateral.

5.1.28 Liquor License. Borrower shall maintain, or cause the Manager to maintain, all hospitality licenses
required to operate the Property as operating on the Closing Date; and shall cause License Holder to maintain the Liquor License pursuant
to the Food and Beverage Management Agreement and renew or obtain a new Liquor License prior to the expiration of the Liquor
License. Borrower shall not permit the Manager or License Holder to transfer the Liquor License or other hospitality licenses, except to
Lender pursuant to the terms of the Loan Documents and, if applicable, to Highgate or an Affiliate of Highgate in connection with the
replacement of Manager with Highgate. Borrower shall promptly deliver to Lender, at Borrower’s sole cost and expense, a Replacement
Liquor License Cooperation Agreement fully executed by Borrower and License Holder.

5.1.29 ERISA. Borrower further covenants and agrees to deliver to Lender such certifications or other
evidence from time to time throughout the term of the Loan, as may be requested by Lender in its reasonable discretion that (i) Borrower
is not an “employee benefit plan” as defined in Section 3(3) of ERISA, which is subject to Title I of ERISA, a “plan” as defined in and
subject to the provisions of Section 4975 of the Code an entity whose assets are treated as “plan assets” for purposes of ERISA or the
Code or a “governmental plan” within the meaning of Section 3(32) of ERISA or any entity whose assets are treated as “plan assets” of a
governmental plan or plans; (ii) Borrower is not subject to any state statute regulating investments of, or fiduciary obligations with respect
to, governmental plans, in either case, subjecting Lender to liability for a violation of ERISA, the Code, a state statute or regulation or a
similar law; and (iii) one or more of the following circumstances is true:

(a) equity interests in Borrower are publicly offered securities, within the meaning of 29 C.F.R.
§2510.3-101(b)(2);

(b) less than twenty-five percent (25%) of each outstanding class of equity interests in Borrower is held
by “benefit plan investors” within the meaning of Section 3(42) of ERISA;

(©) Borrower qualifies as an “operating company” or a “real estate operating company” within the
meaning of 29 C.F.R. §2510.3-101(c) or (e); or

(d) the Loan meets the requirements of PTE 95-60, 91-38, 90-1, 84-14 or similar exemption.
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5.1.30  Operating Lease. Each of Owner Borrower and Operator Borrower shall (a) cause the Property be
operated in accordance with the terms of the Operating Lease; (b) promptly perform and/or observe all of the material covenants,
agreements and obligations required to be performed and observed by it under the Operating Lease, and do all things necessary to
preserve and to keep unimpaired its material rights thereunder; and (c) promptly notify Lender of any default by either Borrower under
the Operating Lease beyond any applicable notice and cure period.

5.1.31 Required Repairs. Borrower shall complete the repairs and improvements to the Property identified
on Schedule IT attached hereto (such repairs hereinafter referred to as “Required Repairs”) in a good and workmanlike manner on or
before the date that is forty-five (45) days after the Closing Date. It shall be an Event of Default if Borrower does not complete the
Required Repairs within the aforementioned timeframe.

5.1.32  Post-Closing Obligations.

(a) No later than thirty (30) days after the Closing Date, Borrower shall deliver to Lender, at Borrower’s
sole cost and expense, an update (dated no earlier than the date hereof) to that certain PZR Report with respect to the Property dated May
4, 2017, prepared by the Planning and Zoning Commission (which shall include the violation searches and verifications) (the “Updated
Zoning Report”). In the event that the Updated Zoning Report reflects any violations of Legal Requirements or violation cited from any
Governmental Authority with respect to all or any portion of the Property (including any zoning, local code, or ordinance violations),
Borrower shall, or shall cause a third party to, cure such violation with diligence within an amount of time as shall be reasonably necessary
to so effect such cure, at Borrower’s sole cost and expense.

(b) Borrower shall use commercially reasonable efforts to deliver to Lender within ten (10) days after the
Closing Date, at Borrower’s sole cost and expense, an estoppel certificate executed by the tenant under the Rainforest Lease, in form and
substance reasonably satisfactory to Lender.

(c) Borrower shall deliver to Lender within five (5) Business Days of the Closing Date (x) copies of
the ACH agreements with issuers of credit cards accepted at the Property, and (y) evidence that Borrower or Manager has delivered
instruction letters to each of the issuers of credit cards accepted at the Property to transmit all sums directly to the Clearing Account;
provided, however, in each case, so long as Borrower is diligently pursuing the foregoing, Borrower shall have an additional five (5)
Business Days to deliver the same to Lender.

Section 5.2 Negative Covenants. From the date hereof until payment and performance in full of the Obligations, Borrower
covenants and agrees with Lender that it will not do, directly or indirectly, any of the following:
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5.2.1 Operation of Property.

(a) Borrower shall not, without Lender’s prior written consent (which consent shall not be unreasonably
withheld): (i) surrender, terminate or cancel the Management Agreement; provided, that Borrower may, without Lender’s consent, replace
the Manager so long as the replacement manager is a Qualified Manager pursuant to a Replacement Management Agreement; (ii) reduce
or consent to the reduction of the term of the Management Agreement; (iii) increase or consent to the increase of the amount of any
charges or fees under the Management Agreement; or (iv) otherwise modify, change, supplement, alter or amend, or waive or release any
of its rights and remedies under, the Management Agreement in any material respect.

(b) Following the occurrence and during the continuance of an Event of Default, Borrower shall not
exercise any rights, make any decisions, grant any approvals or otherwise take any action under the Management Agreement without the
prior written consent of Lender, which consent may be granted, conditioned or withheld in Lender’s sole discretion.

5.2.2 Liens. Borrower shall not create, incur, assume or suffer to exist any Lien on any portion of the
Property or permit any such action to be taken, except for Permitted Encumbrances; provided, however, after prior notice to Lender,
Borrower, at its own expense, may contest by appropriate legal proceeding, promptly initiated and conducted in good faith and with
due diligence, the amount or validity or application in whole or in part of any mechanic’s or materialmen’s liens; provided that (a)
no Default or Event of Default has occurred and remains uncured; (b) such proceeding shall be permitted under, and be conducted in
accordance with, the provisions of any other instrument to which Borrower is subject and shall not constitute a default thereunder and
such proceeding shall be conducted in accordance with all applicable statutes, laws and ordinances; (c) neither the Property nor any part
thereof or interest therein will be in danger of being sold, forfeited, terminated, cancelled or lost; (d) Borrower shall promptly upon final
determination thereof pay the amount of any claim resulting in such Lien, together with all costs, interest and penalties which may be
payable in connection therewith; (e) such proceeding shall suspend the collection of any claims resulting in such contested Lien; and (f)
Borrower shall furnish such security as may be required in the proceeding, or as may be reasonably requested by Lender, to insure the
payment of any claim resulting in such contested Lien, together with all interest and penalties thereon.

5.2.3 Dissolution. Borrower shall not (a) engage in any dissolution, liquidation, consolidation or merger
with or into any other business entity, (b) engage in any business activity not related to the ownership and operation of the Property,
(c) transfer, lease or sell, in one transaction or any combination of transactions, the assets or all or substantially all of the property or
assets of Borrower except to the extent permitted by the Loan Documents (unless such transfer or sale will result in the indefeasible
repayment in full of the Loan), (d) modify, amend, waive or terminate its organizational documents or its qualification and good standing
in any jurisdiction, or (e) cause or allow Principal to (i) dissolve, wind up or liquidate or take any action, or omit to take any action, as a
result of which Principal, as applicable would be dissolved, wound up or liquidated in whole or in part, or (ii) amend, modify, waive or
terminate the certificate of incorporation or bylaws of Principal, in each case, without obtaining the prior consent of Lender.
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5.2.4 Change in Business. Borrower shall not enter into any line of business other than the ownership and
operation of the Property, or make any material change in the scope or nature of its business objectives, purposes or operations, or
undertake or participate in activities other than the continuance of its present business.

5.2.5 Debt Cancellation. Borrower shall not cancel or otherwise forgive or release any material claim or
debt (other than termination of Leases in accordance herewith) owed to Borrower by any Person, except for adequate consideration and
in the ordinary course of Borrower’s business.

5.2.6 Zoning. Borrower shall not initiate or consent to any zoning reclassification of any portion of the
Property or seek any variance under any existing zoning ordinance, or use or permit the use of any portion of the Property in any manner
that could result in such use becoming a non-conforming use under any zoning ordinance or any other applicable land use law, rule or
regulation, in each case, without the prior written consent of Lender.

5.2.7 No Joint Assessment. Borrower shall not suffer, permit or initiate the joint assessment of all or any
portion of the Property with (a) any other real property constituting a tax lot separate from the Property, or (b) any portion of the Property
which may be deemed to constitute personal property, or any other procedure whereby the Lien of any Taxes that may be levied against
such personal property shall be assessed or levied or charged to the Property.

5.2.8 Principal Place of Business and Organization. Borrower shall not change its principal place of business
set forth in the introductory paragraph of this Agreement without first giving Lender at least thirty (30) days’ prior notice. Borrower
shall not change the place of its organization as set forth in Section 4.1.28 without the consent of Lender, which consent shall not be
unreasonably withheld. Upon Lender’s request, Borrower shall execute and deliver additional financing statements, security agreements
and other instruments which may be necessary to effectively evidence or perfect Lender’s security interest in the Property as a result of
such change of principal place of business or place of organization.

5.2.9 ERISA. Borrower shall not engage in any transaction which would cause any obligation, or action
taken or to be taken, hereunder (or the exercise by Lender of any of its rights under the Note, this Agreement or the other Loan
Documents) to be a Prohibited Transaction.

5.2.10 Transfers.

(a) Borrower acknowledges that Lender has examined and relied on the experience of Borrower and its
general partners, members, principals and (if Borrower is a trust) beneficial owners, as applicable, in owning and operating properties
such as the Property in agreeing to make the Loan, and will continue to rely on Borrower’s ownership of the Property as a means of
maintaining the value of the Property as security for repayment of the Debt and the performance of the Other Obligations. Borrower
acknowledges that Lender has a valid interest in maintaining the value of the Property so as to ensure that, should Borrower default in the
repayment of the Debt or the performance of the Other Obligations contained in the Loan Documents, Lender can recover the Debt by a
sale of the Property.

92

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(b) Without the prior written consent of Lender and except to the extent otherwise set forth in this Section
5.2.10, Borrower shall not, and shall not permit any Restricted Party to, (i) sell, convey, mortgage, grant, bargain, encumber, pledge,
assign, grant options with respect to, or otherwise transfer or dispose of (in each case, directly or indirectly, voluntarily or involuntarily,
by operation of law or otherwise, and whether or not for consideration or of record) the Property or any part thereof or any legal or
beneficial interest therein, directly or indirectly, at any tier of ownership, except with respect to (x) the transient occupancy of guest rooms
at the Property by hotel guests in the ordinary course of Borrower’s business and (y) any Leases otherwise expressly permitted under
this Agreement, (ii) permit a Sale or Pledge of any interest in any Restricted Party, directly or indirectly, at any tier of ownership (any of
the actions in the foregoing clauses (i) or (ii), a “Transfer”), or (iii) suffer or permit any such Transfer described in this Section 5.2.10
to occur by or in a Restricted Party, directly or indirectly, at any tier of ownership, in each case, other than (A) the leasing of space in
the Improvements to Tenants pursuant to Leases entered into in accordance with the provisions of Section 5.1.21 hereof and any Hotel
Transactions, (B) Permitted Transfers, (C) Permitted Encumbrances, and (D) any Transfer by Borrower to Lender or its designee or other
Transfer resulting from the exercise by Lender of its rights and remedies under the Loan Documents.

(c) A Transfer shall include, but not be limited to, (i) an installment sales agreement wherein Borrower
agrees to sell the Property, or any part thereof, for a price to be paid in installments; (ii) an agreement by Borrower leasing all or
substantially all of the Property or all or substantially all of a building located on the Property, or a sale, assignment or other transfer of,
or the grant of a security interest in, Borrower’s right, title and interest in and to any Leases or any Rents; (iii) if a Restricted Party is
a corporation, any merger, consolidation or Sale or Pledge of such corporation’s stock or the creation or issuance of new stock; (iv) if a
Restricted Party is a limited or general partnership or joint venture, any merger or consolidation or the change, removal, resignation or
addition of a general partner or the Sale or Pledge of the partnership interest of any general partner or any profits or proceeds relating
to such partnership interest, or the Sale or Pledge of limited partnership interests or any profits or proceeds relating to such limited
partnership interest or the creation or issuance of new limited partnership interests; (v) if a Restricted Party is a limited liability company,
any merger or consolidation or the change, removal, resignation or addition of a managing member or non-member manager (or if no
managing member, any member) or the Sale or Pledge of the membership interest of a managing member (or if no managing member, any
member) or any profits or proceeds relating to such membership interest, or the Sale or Pledge of non-managing membership interests
or the creation or issuance of new non-managing membership interests; (vi) if a Restricted Party is a trust or nominee trust, any merger,
consolidation or the Sale or Pledge of the legal or beneficial interest in a Restricted Party or the creation or issuance of new legal or
beneficial interests; or (vii) the removal or the resignation of the Manager (including, without limitation, an Affiliated Manager) other
than in accordance with Section 5.1.23 hereof.
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(d) Notwithstanding the provisions of Sections 5.2.10(a)-(c), Lender’s consent shall not be required under
this Section 5.2.10 in connection with one or a series of Transfers (but not encumbrances of) as follows: (i) the indirect interests in each
of Owner Borrower, Operator Borrower, Owner Sole Member and Operator Sole Member; (ii) the sale, transfer or issuance of stock in
any Restricted Party so long as such stock is listed on the New York Stock Exchange or another nationally recognized stock exchange;
(iii) a Transfer by devise or descent or by operation of law upon the death of an individual having a direct or indirect legal or beneficial
ownership interest in Borrower; (iv) a Transfer made pursuant to Section 5.2.10(e) hereof (so long as all of the conditions set forth therein
have been satisfied); or (v) a Behringer Buyout Event (so long as all of the Behringer Buyout Event Conditions have been satisfied);
provided, however, that with respect to each Transfer described in clauses (i) — (iii) hereof, such Transfer will only be permitted without
Lender consent if, (I) following such Transfer, (A) JMI JV Member directly or indirectly owns at least twenty percent (20%) of each
Borrower, (B) JMI Guarantor owns at least two and seventy-five hundredths percent (2.75%) of the direct interests in JMI JV Member
and continues to Control, directly or indirectly, JMI JV Member and each Borrower (unless Behringer JV Member exercises its rights
pursuant to Section 7.2(d) of the JV Agreement in effect on the Closing Date, in which case Behringer JV Member may appoint a
replacement manager of the Joint Venture acceptable to Lender provided such replacement manager or an Affiliate thereof assumes all of
the JMI Guarantor’s obligations, on a joint and several basis, under the Guarantor Documents), and (C) Behringer Guarantor (1) directly
or indirectly owns at least fifty-one percent (51%) of each Borrower and (2) continues to Control, directly or indirectly, each Behringer
JV Member (unless a Behringer Buyout Event has occurred and all of the Behringer Buyout Event Conditions have been satisfied), (II)
as a condition precedent to each such Transfer (other than a Transfer pursuant to (ii) above), Lender shall receive not less than fifteen (15)
days’ prior notice of such proposed Transfer (or, in the case of a Transfer pursuant to (iii) above, Borrower shall deliver to Lender notice
of such Transfer promptly following such death), (III) if after giving effect to any such Transfer, more than forty-nine percent (49%) in
the aggregate of direct or indirect interests in Borrower are owned by any Person and its Affiliates that owned less than forty-nine percent
(49%) direct or indirect interest in Borrower as of the Closing Date, Borrower shall, no less than thirty (30) days prior to the effective
date of any such Transfer (other than a Transfer pursuant to (iii) above), deliver to Lender an Additional Insolvency Opinion acceptable
to Lender (and the Rating Agencies if a Securitization has occurred), (IV) with respect to Transfers in (i) above, no transferee shall
have been convicted of any crime (other than a misdemeanor not involving moral turpitude), or be the subject of any ongoing criminal
proceeding, (V) neither such transferee nor any of such transferee’s direct and indirect beneficial owners are an Embargoed Person, (VI)
such transferees shall not have filed for bankruptcy (or other similar insolvency proceedings) within the seven (7) year period prior to
such Transfer (in the case of this clause (VI), if such transferee will, by virtue of any such transfer, have or obtain direct or indirect Control
of Borrower or Guarantor), (VII) such Transfer shall not cause any violation of Section 4.1.30 or Section 5.2.12 of this Agreement, and
(VII) to the extent a transferee shall own ten percent (10%) or more of the direct or indirect ownership interests in either Borrower
immediately following such Transfer (provided such transferee owned less than ten percent (10%) of the direct or indirect ownership
interests in Borrower as of the Closing Date) or shall Control Borrower, Borrower shall deliver (and Borrower shall be responsible
for any reasonable out-of-pocket costs and expenses in connection therewith), customary searches reasonably requested by Lender in
writing (including credit, judgment, lien, litigation, bankruptcy, criminal and OFAC) reasonably acceptable to Lender with respect to such
transferee. Borrower shall pay any and all reasonable costs and expenses of Lender incurred in connection with a Transfer permitted under
this Section 5.2.10(d) (including, without limitation, reasonable attorneys’ fees and expenses). Upon request from Lender, Borrower
shall promptly provide Lender a revised version of the organizational chart delivered to Lender in connection with the Loan reflecting
any equity transfer consummated in accordance with this Section 5.2.10(d). Notwithstanding anything to the contrary contained in this
Agreement, (x) no Transfer of any direct ownership interests in any Borrower, Sole Owner Member or Sole Operator Member shall be
permitted without Lender’s prior written consent, in its sole discretion and (y) no Transfer shall be a Permitted Transfer unless such
Transfer is made in compliance with the Franchise Agreement.
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(e) In connection with a Transfer of either the Property or one hundred percent (100%) of the direct or
indirect interests in Borrower, Borrower shall have the right to request Lender’s consent to the assumption of the Loan by the purchaser
of the Property or one hundred percent (100%) of the direct or indirect interests in Borrower, which consent Lender may grant or deny
in its sole and absolute discretion. Any such assumption of the Loan shall be conditioned upon, among other things, (i) (A) the financial
condition and creditworthiness of such purchaser and its direct and indirect owners and sponsors must be acceptable to Lender in all
respects and (B) the delivery of financial information, including, without limitation, audited financial statements and other documents
reasonably requested by Lender, for such purchaser and the direct and indirect owners and sponsors of such purchaser in order for
Lender to make a determination with respect to the terms of the preceding clause (A), (ii) the delivery of evidence that the purchaser
is a Special Purpose Entity, (iii) the execution and delivery of all documentation reasonably requested by Lender including, without
limitation, replacement guaranties (with the same net worth and liquidity covenants as set forth in the Guarantor Documents) and an
environmental indemnity agreement, from an entity or entities satisfactory to Lender and the applicable Rating Agencies, the form
and substance of each shall be the same in all material respects as the Guarantor Documents delivered by Guarantor, (iv) the delivery
of opinions of Borrower’s counsel requested by, and in form and substance satisfactory to, Lender, including, without limitation, an
Additional Insolvency Opinion, with respect to the purchaser and other entities identified by Lender or requested by the applicable Rating
Agencies and opinions with respect to the valid formation, due authority and good standing of the purchaser and any additional pledgors
and the continued enforceability of the Loan Documents and any other matters requested by Lender, (v) the delivery of an endorsement
to the title insurance policy insuring the Lien of the Security Instrument in form and substance acceptable to Lender, as assumed, subject
only to the Permitted Encumbrances, (vi) the payment of all of Lender’s fees, costs and expenses, including, without limitation, attorneys’
fees and costs, actually incurred by Lender in connection with such assumption, (vii) evidence that the new borrower is of good repute
and qualified to own properties of this type, (viii) payment to Lender of an assumption fee equal to .50% of the then Outstanding Principal
Balance, (ix) (A) prior to a Securitization, Lender determines in its sole discretion that a Rating Agency Confirmation would be obtainable
had a Securitization occurred, or (B) after a Securitization, delivery to Lender of a Rating Agency Confirmation, (x) confirmation that
such Transfer will not cause a default under the Franchise Agreement, (xi) confirmation that the Property will continue to be managed
by Manager or a Qualified Manager, and (xii) confirmation that the transferee or its Affiliate (a) has not (within the past ten (10) years)
defaulted, or is not now in default, beyond any applicable cure period, of its material obligations, under any material written agreement
with Lender, any Affiliate of Lender, or any other financial institution or other Person providing or arranging financing; (b) has not been
convicted in a criminal proceeding for a felony or a crime involving moral turpitude or that is not an organized crime figure or is not
reputed (as determined in good faith by Lender in its sole discretion) to have substantial business or other affiliations with an organized
crime figure; (c) has not at any time filed a voluntary petition under the Bankruptcy Code or any other federal or state bankruptcy or
insolvency law; (d) as to which an involuntary petition (which was not subsequently dismissed within sixty (60) days), has not at any
time been filed under the Bankruptcy Code or any other federal or state bankruptcy or insolvency law; (e) has not at any time filed an
answer consenting to or acquiescing in any involuntary petition filed against it by any other Person under the Bankruptcy Code or any
other federal or state bankruptcy or insolvency law; (f) has not at any time consented to or acquiesced in or joined in an application for
the appointment of a custodian, receiver, trustee or examiner for itself or any of its property; (g) has not at any time made an assignment
for the benefit of creditors, or has at any time admitted its insolvency or inability to pay its debts as they become due; and (h) has
not been found by a court of competent jurisdiction or other Governmental Authority in a comparable proceeding to have violated any
federal or state securities laws or regulations promulgated thereunder. Notwithstanding anything to the contrary contained herein, an
assumption of the Loan by KSL Capital Partners Management IV, LLC or its Affiliate (a “KSL Transferee”) shall be permitted, subject
to (1) no Event of Default having occurred, (2) the satisfaction all of the conditions set forth in clauses (ii)-(vii) and (ix)-(xii) hereof
(it being agreed that no assumption fee shall be due and payable in connection with a Transfer to a KSL Transferee) and (3) receipt by
Lender of (a) customary searches reasonably requested by Lender (including credit, judgment, lien, litigation, bankruptcy, criminal and
OFAC) reasonably acceptable to Lender with respect to such KSL Transferee and its Affiliates and (b) financial statements of such KSL
Transferee and its direct and indirect owners and sponsors reasonably requested by, and acceptable to, Lender.
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® Lender shall not be required to demonstrate any actual impairment of its security or any increased
risk of default hereunder in order to declare the Debt immediately due and payable upon a Transfer prohibited hereunder without Lender’s
consent. This provision shall apply to every Transfer prohibited hereunder regardless of whether voluntary or not, or whether or not
Lender has consented to any previous Transfer.

5.2.11 REA. Neither Borrower nor its Affiliates shall, without the prior written consent of Lender, modify
the REA in any material respect.

5.2.12  Special Purpose Entity/Separateness.

(a) Each of Borrower and Principal is and shall continue to be a Special Purpose Entity.
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(b) Any assumptions made in any non-consolidation opinion required to be delivered in connection with
the Loan Documents subsequent to the Insolvency Opinion (an “Additional Insolvency Opinion”), including, but not limited to, any
exhibits attached thereto, shall be true and correct in all respects. Borrower has complied with and will comply with (and Principal has
complied with and Borrower will cause Principal to comply with) all of the assumptions made with respect to Borrower (or Principal)
in the Insolvency Opinion. Borrower will comply with all of the assumptions made with respect to Borrower, and Principal in any
Additional Insolvency Opinion. Each entity other than Borrower and Principal with respect to which an assumption shall be made in any
Additional Insolvency Opinion will comply with all of the assumptions made with respect to it in any Additional Insolvency Opinion.
Borrower covenants that in connection with any Additional Insolvency Opinion delivered in connection with this Agreement it shall
provide an updated certification regarding compliance with the facts and assumptions made therein. Borrower shall provide Lender with
thirty (30) days’ prior written notice prior to the removal of an Independent Director of any of Borrower and/or Principal and Borrower
shall not permit or suffer to exist the removal of any Independent Director (nor the appointment of any Independent Director) without
Lender’s consent, and shall replace an Independent Director who resigns with another Independent Director within ten (10) days of such
resignation.

5.2.13 Embargoed Person; OFAC. As of the date hereof and at all times throughout the term of the Loan,
including after giving effect to any Transfers permitted pursuant to the Loan Documents, (a) none of the funds or other assets of
Borrower, Principal and Guarantor constitute property of, or are beneficially owned, directly or indirectly, by any Embargoed Person;
(b) no Embargoed Person has any interest of any nature whatsoever in Borrower, Principal or Guarantor, as applicable, with the result
that the investment in Borrower, Principal or Guarantor, as applicable (whether directly or indirectly), is prohibited by law or the Loan
is in violation of law; and (c) none of the funds of Borrower, Principal or Guarantor, as applicable, have been derived from any unlawful
activity with the result that the investment in Borrower, Principal or Guarantor, as applicable (whether directly or indirectly), is prohibited
by law or the Loan is in violation of law. Neither Borrower, Principal nor Guarantor is (or will be) a Person with whom Lender is restricted
from doing business under OFAC regulations (including those persons named on OFAC’s Specially Designated and Blocked Persons
list) or under any statute, executive order (including the September 24, 2001 #13224 Executive Order Blocking Property and Prohibiting
Transactions With Persons Who Commit, Threaten to Commit, or Support Terrorism), or other governmental action and is not and shall
not engage in any dealings or transactions or otherwise be associated with such Persons. In addition, to help the U.S. Government fight
the funding of terrorism and money laundering activities, the U.S.A. Patriot Act (and the regulations thereunder) requires the Lender to
obtain, verify and record information that identifies its customers. Borrower shall provide the Lender with any additional information
that the Lender reasonably deems necessary from time to time in order to ensure compliance with the U.S.A. Patriot Act and any other
applicable Legal Requirements concerning money laundering and similar activities.

5.2.14 Operating Lease. Without Lender’s prior written consent, neither Borrower shall (i) surrender,
terminate or cancel the Operating Lease; (ii) reduce or consent to the reduction or termination of the term of the Operating Lease; (iii)
increase or consent to the increase of the amount of any charges under the Operating Lease; (iv) modify, change, supplement, alter or
amend the Operating Lease in any material respect or waive or release any of Owner Borrower’s rights and remedies under the Operating
Lease; or (v) waive, excuse, permit or in any way release or discharge Operator Borrower from any of its material obligations, covenants
and/or conditions under the Operating Lease.
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Section 5.3 Hotel Covenants.

(a) Borrower shall cause the hotel located on the Property to be operated pursuant to the Franchise
Agreement.

(b) Each Borrower shall (i) promptly perform and/or observe all of the covenants and agreements
required to be performed and observed by it under the Franchise Agreement and do all things necessary to preserve and to keep
unimpaired its material rights thereunder; (ii) promptly notify Lender of any material default under the Franchise Agreement of which it
is aware; (iii) promptly deliver to Lender a copy of each material notice and material report received by it under the Franchise Agreement,
if any; and (iv) promptly enforce the performance and observance of all of the covenants and agreements required to be performed and/
or observed by the Franchisor under the Franchise Agreement.

(©) If Borrower shall enter into any new or amended Franchise Agreement with Lender’s consent (other
than any amendments in connection with the replacement of Manager with Highgate pursuant to the terms and provisions of this
Agreement), Lender shall receive within thirty (30) days following the execution of such Franchise Agreement a comfort letter from the
Franchisor which is in form and substance reasonably acceptable to Lender (it being agreed that the form and substance of the Comfort
Letter is reasonably acceptable to Lender); provided, however, so long as Borrower is diligently pursuing the delivery of a comfort letter
from the Franchisor, Borrower shall have an additional period of time not to exceed ten (10) days to deliver the same. If a Securitization
has occurred, notwithstanding the foregoing, Borrower shall not be permitted to enter into any new Franchise Agreement or any material
amendment to the existing Franchise Agreement unless it has received a Rating Agency Confirmation from each Approved Rating
Agency with respect thereto.

(d) Operator Borrower shall not, without Lender’s prior written consent (and, if a Securitization has
occurred, without obtaining a Rating Agency Confirmation from each Approved Rating Agency with respect thereto), (i) surrender,
terminate or cancel the Franchise Agreement; (ii) reduce or consent to the reduction of the term of the Franchise Agreement; (iii) increase
or consent to the increase of the amount of any charges under the Franchise Agreement; or (iv) otherwise modify, change, supplement,
alter or amend, or waive or release any of its material rights and remedies under, the Franchise Agreement.

(e) Without in any way limiting the covenants set forth in the Loan Documents, Borrower shall: (i) cause
the hotel located on the Property to be operated, repaired and maintained as a well-maintained “select-service hotel” which shall mean a
hotel providing amenities, services and facilities substantially equivalent or superior to hotels of similar average room rate and targeted
market segment from time to time operating in the same or comparable geographic area of the Property, taking into consideration the age
and location of the hotel located on the Property and (ii) maintain Inventory in amounts sufficient to meet the hotel industry standard for
hotels comparable to the hotel located on the Property and at levels sufficient for the operation of the hotel located on the Property at full
occupancy levels.
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Section 5.4  Environmental Covenants. Borrower covenants and agrees that: (A) all uses and operations on or of the Property,
whether by Borrower or any other Person, shall be in compliance in all material respects with all Environmental Statutes and permits
issued pursuant thereto; (B) there shall be no Releases of Hazardous Substances in, on, under or from the Property, except those that
are both (i) in compliance in all material respects with all Environmental Statutes and with permits issued pursuant thereto and (ii) fully
disclosed to Lender in writing; (C) there shall be no Hazardous Substances in, on, or under the Property, except those that are both (i)
in compliance in all material respects with all Environmental Statutes and with permits issued pursuant thereto and (ii) fully disclosed
to Lender in writing; (D) Borrower shall keep the Property free and clear of all liens and other encumbrances imposed pursuant to any
Environmental Statute, whether due to any act or omission of Borrower or any other Person; (E) Borrower shall, at its sole cost and
expense, perform any environmental site assessment or other investigation of environmental conditions in connection with the Property,
by an environmental consultant approved by Lender pursuant to any reasonable written request of Lender (including, but not limited to,
sampling, testing and analysis of soil, water, air, building materials, and other materials and substances whether solid, liquid or gas), and
share with Lender the reports and other results thereof, and Lender shall be entitled to rely on such reports and other results thereof;
(F) Borrower shall, at its sole cost and expense, comply with all reasonable written requests of Lender to (i) effectuate Remediation or
obtain a no further action letter for any condition (including, but not limited to, a Release of any Hazardous Substances) in, on, under
or from the Property, in full compliance of Environmental Statutes or reasonably required by Lender based upon recommendations and
observations of an independent environmental consultant approved by Lender, (ii) comply with any Environmental Statute, (iii) comply
with any directive from any Governmental Authority, and (iv) take any other reasonable action necessary or appropriate for protection
of human health or the environment; (G) Borrower shall not do, or allow any Tenant or other user of the Property to do, any act that
materially increases the dangers to human health or the environment, poses an unreasonable risk of harm to any Person (whether on or
off the Property), impairs or may impair the value of the Property, is contrary to any requirement of any insurer, constitutes a public or
private nuisance, constitutes waste, or violates any covenant, condition, agreement or easement applicable to the Property; (H) Borrower
shall use commercially reasonable efforts to enforce the applicable provisions of the Leases in order to prevent Tenants or other users of
the Property from taking any action that violates any applicable Environmental Statute, impairs or may impair the value of the Property,
constitutes a public or private nuisance, constitutes waste or violates any covenant, condition, agreement or easement applicable to the
Property; and (I) promptly after becoming aware thereof, Borrower shall notify Lender in writing of (i) any presence or Release or
threatened Release of Hazardous Substances in, on, under, from or migrating towards the Property, (ii) any non-compliance with any
Environmental Statutes related in any way to the Property, (iii) any actual or potential imposition of a lien or other encumbrances against
the Property imposed pursuant to any Environmental Statute (iv) any required or proposed Remediation of environmental conditions
relating to the Property, and/or (v) any written or oral notice or other communication of which any Borrower becomes aware from any
source whatsoever (including, but not limited to, a Governmental Authority) relating in any way to Hazardous Substances or Remediation
thereof, possible liability of any Person pursuant to any Environmental Statute, other environmental conditions in connection with the
Property, the discovery of any occurrence or condition on any real property adjoining or in the vicinity of the Property that could cause
the Property or any actual or potential administrative or judicial proceedings in connection with anything referred to in this Section 5.4.
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Section 5.5 Labor Matters. Borrower shall (i) not enter into or otherwise permit the Property to be affected by any
collective bargaining agreements without the prior written consent of Lender, not to be unreasonably withheld, and (ii) not consent to
enter into any collective bargaining agreements unless required by applicable law. Neither Borrower nor Manager shall take any action
that would trigger a withdrawal liability to any Multiemployer Plan or any Pension Plan.

Section 5.6 CapEx.

5.6.1 CapEx Budget and Scope.

(a) Borrower shall deliver to Lender for its review and approval as soon as possible following the date
hereof but no later than ten (10) Business Days prior to the earlier of (x) six (6) months after the date hereof and (y) the date Franchisor
requires any item of the PIP Work to be Commenced (as may be set forth in any written notice delivered by Franchisor), (1) a capital
expense budget for the construction and completion of the PIP Work and (2) any plans and specifications relating to the PIP Work, in
each case, to be approved by Lender in its reasonable discretion (such capital expense budget for the construction and completion of the
PIP Work, once approved, and as the same may be modified pursuant to the terms and provisions of this Agreement, the “PIP Work
Budget”). In the event that Lender objects to the proposed capital expense budget or any plans and specifications submitted by Borrower
for the construction and completion of the PIP Work, Lender shall advise Borrower of such objections within fifteen (15) days after
receipt thereof (and deliver to Borrower a reasonably detailed description of such objections) and Borrower shall promptly revise such
capital expense budget and plans and specifications, as applicable, and resubmit the same to Lender within ten (10) days after receipt of
Lender’s objection. Lender shall advise Borrower of any objections to such revised capital expense budget and plans and specifications
within ten (10) days after receipt thereof (and deliver to Borrower a reasonably detailed description of such objections) and Borrower shall
promptly revise and resubmit the same within ten (10) days and otherwise in accordance with the process described in this subsection
until Lender approves the capital expense budget and any plans and specifications relating to the PIP Work. Borrower’s delivery, and
Lender’s approval, of the capital expense budget and any plans and specifications relating to the PIP Work together with the delivery
of any modifications or reaffirmations of the Completion Guaranty by Guarantor, at Guarantor’s sole cost and expense, as Lender may
reasonably require, are referred to herein, collectively, as the “PIP Work Conditions”).
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(b) If Borrower elects to perform any of the Elective CapEx Work, Borrower shall deliver to Lender for
its review and approval no later than ten (10) Business Days prior to November 9, 2018, (1) a capital expense budget for the construction
and completion of the Elective CapEx Work, and (2) a general scope of the Elective CapEx Work and any plans and specifications
relating to the Elective CapEx Work, in each case, to be approved by Lender in its reasonable discretion (such capital expense budget
for the construction and completion of the Elective CapEx Work, once approved, and as the same may be modified pursuant to the
terms and provisions of this Agreement, the “Elective CapEx Work Budget”). In the event that Lender objects to the proposed capital
expense budget or any plans and specifications submitted by Borrower for the construction and completion of the Elective CapEx Work,
Lender shall advise Borrower of such objections within fifteen (15) days after receipt thereof (and deliver to Borrower a reasonably
detailed description of such objections) and Borrower shall promptly revise such capital expense budget and plans and specifications, as
applicable, and resubmit the same to Lender within ten (10) days after receipt of Lender’s objection. Lender shall advise Borrower of any
objections to such revised capital expense budget and plans and specifications within ten (10) days after receipt thereof (and deliver to
Borrower a reasonably detailed description of such objections) and Borrower shall promptly revise and resubmit the same within ten (10)
days and otherwise in accordance with the process described in this subsection until Lender approves the capital expense budget and any
plans and specifications relating to the Elective CapEx Work. Borrower’s delivery, and Lender’s approval, of the capital expense budget
and any plans and specifications relating to the Elective CapEx Work together with the delivery of any modifications or reaffirmations of
the Completion Guaranty by Guarantor, at Guarantor’s sole cost and expense, as Lender may reasonably require, are referred to herein,
collectively, as the “Elective CapEx Work Conditions”).

(c) Once Lender approves the PIP Work Budget and/or the Elective CapEx Work Budget, as applicable,
Borrower shall not modify the PIP Work Budget or the Elective CapEx Work Budget, as applicable, or the scope of the PIP Work or
the Elective CapEx Work, as applicable, without the prior written consent of Lender, not to be unreasonably withheld, conditioned or
delayed; provided, however, that so long as no Event of Default has occurred and is continuing and so long as the same does not cause a
default under the Franchise Agreement or the PIP, Borrower may from time to time (x) with respect to the PIP Work Budget, reallocate
cost savings actually realized from one line item to other line item(s) in the PIP Work Budget or reallocate from the contingency line
item in the PIP Work Budget to any other line item in such PIP Work Budget (up to a pro rata amount based on the then estimated cost to
achieve Completion of the PIP Work) and (y) with respect to the Elective CapEx Work Budget, reallocate cost savings actually realized
from one line item to other line item(s) in the Elective CapEx Work Budget or reallocate from the contingency line item in the Elective
CapEx Work to any other line item in such Elective CapEx Work (up to a pro rata amount based on the then estimated cost to achieve
Completion of the Elective CapEx Work), in each case, upon written notice to, but without the approval of, Lender.

5.6.2 Completion.

(a) Borrower has received extensions from Franchisor for the Commencement and Completion of the PIP
Work and, as of the date hereof, Borrower has not received any notice from Franchisor which would require Borrower to Commence or
Complete any items of the PIP Work by any specific dates. Borrower shall cause the PIP Work to be Commenced no later than the date
Franchisor requires any item of the PIP Work to be Commenced as set forth in any written notice from Franchisor, if any (and prior to
Commencement of the PIP Work, all of the PIP Work Conditions shall have been satisfied). Once the PIP Work has been Commenced,
Borrower shall cause the PIP Work to be prosecuted and Completed in a good and workmanlike manner in accordance with the PIP Work
Budget, applicable plans and specifications and in compliance with all Legal Requirements (including landmarks and zoning laws and all
applicable administrative ordinance and code requirements) and in accordance with the terms and provisions of the Franchise Agreement
and the PIP, by the Completion Date.
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(b) Borrower shall cause any Elective CapEx Work actually Commenced to be prosecuted and Completed
in a good and workmanlike manner in accordance with the Elective CapEx Work Budget, applicable plans and specifications and in
compliance with all Legal Requirements (including landmarks and zoning laws and all applicable administrative ordinance and code
requirements) and in accordance with the terms and provisions of the Franchise Agreement, if applicable. Notwithstanding anything to
the contrary contained herein, Borrower shall not Commence any Elective CapEx Work unless and until all of the Elective CapEx Work
Conditions have been satisfied.

5.6.3  Will Serve Letters. Borrower shall, at Lender’s request, (x) obtain and deliver to Lender, in a form
reasonably satisfactory to Lender, “will-serve” letters from each general contractor and (y) use commercially reasonable efforts to obtain
and deliver to Lender, in a form reasonably satisfactory to Lender, “will-serve” letters for all contracts related to the CapEx, including
contracts with each architect, engineer and construction manager performing work at the Property, in each case, to the extent such contract
is an amount in excess of $200,000.

5.6.4 Plans. Once Lender has approved any plans and specifications for the CapEx Work, Borrower shall
not modify the same in any material respect without Lender’s prior written consent, not to be unreasonably withheld, conditioned or
delayed.

ARTICLE VI
INSURANCE; CASUALTY; CONDEMNATION
Section 6.1 Insurance.

(a) Borrower shall obtain and maintain, or cause to be maintained, at all times insurance for Borrower
and the Property providing at least the following coverages:

(i) comprehensive “All Risk” or “Special Form” insurance, including the peril of wind (named
storms) on the Improvements and the Personal Property, in each case (A) in an amount equal to or greater than one
hundred percent (100%) of the “Full Replacement Cost”, which for purposes of this Agreement shall mean actual
replacement value with no waiver of depreciation,; (B) containing an agreed amount endorsement with respect to the
Improvements and Personal Property waiving all co-insurance provisions, or confirmation that co-insurance does not
apply; and (C) providing for no deductible in excess of Twenty-Five Thousand and No/100 Dollars ($25,000.00) per
occurrence for all such insurance coverage, except for windstorm and earthquake, which shall provide for no deductible
in excess of 5% of the total insurable value of the Property. In addition, Borrower shall obtain: (x) if any portion of the
Improvements is currently, or at any time in the future, located in a federally designated “special flood hazard area”
designated by the Federal Emergency Management Agency, flood hazard insurance covering building and contents
in an amount equal to the maximum amount of such insurance available under the National Flood Insurance Act of
1968, the Flood Disaster Protection Act of 1973 or the National Flood Insurance Reform Act of 1994, as each may
be amended, together with such “excess flood” insurance naming Lender as mortgagee/loss payee in such amount and
with such deductible as Lender may reasonably require; and (y) if the Property is located in an area with a high degree
of seismic risk as reasonably determined by Lender, and the PML/SEL of the Property exceeds twenty percent (20%),
earthquake insurance in amounts and in form and substance satisfactory to Lender);
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(i1) commercial general liability insurance, including coverage provided by a broad form
comprehensive general liability endorsement and coverage against claims for personal injury, bodily injury, death or
property damage occurring upon, in or about the Property, such insurance (A) to be on the so-called “occurrence” form
with a combined limit of not less than Two Million and No/100 Dollars ($2,000,000.00) in the aggregate and One
Million and No/100 Dollars ($1,000,000.00) per occurrence (and, if on a blanket policy, containing an “Aggregate Per
Location” endorsement); (B) to continue at not less than the aforesaid limit until required to be changed by Lender in
writing by reason of changed economic conditions making such protection inadequate; (C) add Lender as an additional
insured; and (D) to cover at least the following hazards: (1) premises and operations; (2) products and completed
operations on an “if any” basis; (3) independent contractors; and (4) contractual liability for all insured contracts;

(ii1) rental loss and/or business income interruption insurance (A) with loss payable to Lender;
(B) covering all risks required to be covered by the insurance provided for in subsections 6.1(a)(i), (iv) and (vi);
(C) which provides that after the physical loss to the Improvements and Personal Property occurs, the loss of rents
or income, as applicable, will be insured until completion of Restoration or the expiration of eighteen (18) months,
whichever first occurs, and notwithstanding that the policy may expire prior to the end of such period; (D) which
contains an extended period of indemnity endorsement which provides that after the physical loss to the Improvements
and Personal Property has been repaired, the continued loss of income will be insured until such income either returns
to the same level it was at prior to the loss, or the expiration of twelve (12) months from the date that the Property
is repaired or replaced and operations are resumed, whichever first occurs, and notwithstanding that the policy may
expire prior to the end of such period; and (E) for loss of Rents in an amount equal to one hundred percent (100%)
of the projected Gross Income from Operations for a period of eighteen (18) months from the date of such Casualty
(assuming such Casualty had not occurred) and notwithstanding that the policy may expire at the end of such period.
Business income coverage is required to reimburse for loss net profit, continuing expenses and necessary payroll, while
the Property is under restoration. The amount of such loss of Rents or business income insurance shall be determined
prior to the date hereof and at least once each year thereafter based on Borrower’s reasonable estimate from the Property
for the succeeding eighteen (18) month period. Notwithstanding anything to the contrary in Section 2.7 hereof, all
proceeds payable to Lender pursuant to this subsection shall be held by Lender and shall be applied at Lender’s sole
discretion to (I) the Debt, or (II) Operating Expenses approved by Lender in its sole discretion; provided, however, that
nothing herein contained shall be deemed to relieve Borrower of its obligations to pay the Debt, except to the extent
such amounts are actually paid out of the proceeds of such business income insurance;
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@iv) at all times during which structural construction, repairs or alterations are being made
with respect to the Improvements, and only if the property and liability coverage forms do not otherwise apply,
(A) commercial general liability umbrella liability insurance covering claims not covered by or under the terms or
provisions of the commercial general liability and umbrella liability insurance policies required herein this Section
6.1(a); and (B) the insurance provided for in subsection (i) above written in a so-called builder’s risk completed value
form (1) on a non-reporting basis, (2) against all risks insured against pursuant to subsection (i) above, (3) including
permission to occupy the Property, and (4) with an agreed amount endorsement waiving co-insurance provision, or
confirmation that co-insurance does not apply;

W) worker’s compensation insurance with respect to any employees of Borrower, as required
by any Governmental Authority or Legal Requirement (if applicable);

(vi) comprehensive boiler and machinery/equipment breakdown insurance, if applicable, in
amounts as shall be reasonably required by Lender on terms consistent with the commercial property insurance policy
required under subsection (i) above;

(vii) motor vehicle liability coverage for all owned and non-owned vehicles, including rented
and leased vehicles containing minimum limits per occurrence of not less than One Million and No/100 Dollars
($1,000,000.00) (if applicable);

(viii) umbrella insurance in an amount not less than Twenty Million and No/100 Dollars
($20,000,000.00) per occurrence on terms consistent with the commercial general liability insurance policy required
under subsection (ii) above;

(ix) intentionally omitted;

x) if the Improvements or the use of the Property shall at any time constitute legal non-

conforming structures or use, ‘Ordinance or Law” coverage to the undamaged portion of the Improvements, demolition
and debris removal, and increased cost of construction in amounts acceptable to Lender;
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(xi) the commercial property policy (including business income), general liability and umbrella
or excess liability insurance required under Sections 6.1(a)(i), (ii), (iii) and (viii) above shall cover perils of terrorism
and acts of terrorism and Borrower shall maintain commercial property and business income insurance for loss resulting
from perils and acts of terrorism on terms (including amounts) consistent with those required under Section 6.1(a)(i),
(i), (iii) and (viii) above at all times during the term of the Loan; and

(xii) upon sixty (60) days’ notice, such other reasonable insurance and in such reasonable
amounts as Lender from time to time may reasonably request against such other insurable hazards, which at the time are
commonly insured against for properties similar to the Property located in or around the region in which the Property
is located.

(b) All insurance provided for in Section 6.1(a) shall be obtained under valid and enforceable policies
(collectively, the “Policies” or in the singular, the “Policy”), and shall be subject to the approval of Lender as to insurance companies,
amounts, deductibles, loss payees and insureds. The Policies shall be issued by financially sound and responsible insurance companies
authorized to do business in the state and having a claims paying ability rating of “A-" or better by S&P and a financial strength rating of
at least “A” and a financial size category of at least “X” from A.M. Best Company. Notwithstanding the foregoing, Lender shall accept
Starr Surplus Lines Insurance Company, rated “A XV” with AM Best, as an insurer for the property Policy, for so long as the rating
of such insurer is not withdrawn or downgraded below the date hereof. In the event such insurer's rating is withdrawn or downgraded
below an A: X rating from AM Best, Borrower shall promptly notify Lender and replace such insurer with an insurer meeting the rating
requirements set forth herein. Not less than ten (10) days prior to the expiration of the Policies theretofore furnished to Lender, Borrower
shall deliver certificates of insurance evidencing the renewal or successor Policies accompanied by evidence satisfactory to Lender of
payment of the premiums due thereunder (the “Insurance Premiums”), and, upon receipt of written request from Lender, copies of all
renewal Policies shall be delivered by Borrower to Lender.

(©) Any blanket insurance Policy shall specifically allocate to the Property the amount of coverage from
time to time required hereunder and shall otherwise provide the same protection as would a separate Policy insuring only the Property
in compliance with the provisions of Section 6.1(a) hereof; provided, however, any blanket insurance policy that does not specifically
allocate to the Property the amount of coverage from time to time required hereunder shall be subject to Lender’s reasonable approval
after taking into account, among other things, the amount, location, number, type and size of properties covered by such blanket insurance

policy.

(d) All Policies provided for or contemplated by Section 6.1(a), shall name Borrower as a named insured
and, in the case of liability Policies, except for the for the Policies referenced in Section 6.1(a)(v) and (vii), shall name Lender (and its
successors and assigns) as an additional insured, and in the case of property Policies, including but not limited to boiler and machinery,
loss of rents/business interruption, terrorism, earthquake and flood insurance shall contain a standard non-contributing mortgagee clause
in favor of Lender providing that the loss thereunder shall be payable to Lender.
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(e) With respect to the Policies of property insurance, they shall contain clauses or endorsements to the
effect that, or otherwise provide that: (i) no act or negligence of Borrower, or anyone acting for Borrower, or failure to comply with the
provisions of any Policy, which might otherwise result in a forfeiture of the insurance or any part thereof, shall in any way affect the
validity or enforceability of the insurance insofar as Lender is concerned; (ii) the Policies shall not be canceled without at least thirty
(30) days’ notice to Lender, except for non-payment of premium which shall be ten (10) days; and (iii) Lender shall not be liable for any
Insurance Premiums thereon or subject to any assessments thereunder.

® With respect to the Policies of liability insurance, they shall provide that the Policy shall not be
cancelled without at least thirty (30) days’ written notice to Lender, except for ten (10) days’ written notice for cancellation due to non-
payment of premium. If the issuers cannot or will not provide notice, the Borrower shall be obligated to provide such notice.

(2) Policies shall be required to be provided to Lender upon written request. If at any time Lender is not in
receipt of written evidence that all Policies are in full force and effect, Lender shall have the right, with three (3) days’ notice to Borrower,
to take such action as Lender deems necessary to protect its interest in the Property, including, without limitation, the obtaining of such
insurance coverage as Lender in its sole discretion deems appropriate. All premiums incurred by Lender in connection with such action
or in obtaining such insurance and keeping it in effect shall be paid by Borrower to Lender upon demand and, until paid, shall be secured
by the Security Instrument and shall bear interest at the Default Rate.

Section 6.2 Casualty. If the Property shall be damaged or destroyed, in whole or in part, by fire or other casualty (a
“Casualty”), Borrower shall (a) give prompt notice of such damage to Lender, and (b) unless Lender fails to make Net Proceeds available
for Restoration in violation of this Agreement, promptly commence and diligently prosecute the completion of Restoration so that the
Property resembles, as nearly as possible, the condition the Property was in immediately prior to such Casualty, with such alterations
as may be reasonably approved by Lender and otherwise in accordance with Section 6.4. Unless Lender fails to make Net Proceeds
available for Restoration in violation of this Agreement, Borrower shall pay all costs of such Restoration whether or not such costs are
covered by insurance. Lender may, but shall not be obligated to make proof of loss if not made promptly by Borrower. In addition,
Lender may participate in (and have approval rights over) any settlement discussions with any insurance companies with respect to any
Casualty in which the Net Proceeds or the costs of completing Restoration are equal to or greater than One Million and No/100 Dollars
($1,000,000.00) (the “Casualty Threshold”) and Borrower shall deliver to Lender all instruments required by Lender to permit such
participation.
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Section 6.3 Condemnation.

(a) Borrower shall promptly give Lender notice of the actual or threatened commencement of any
proceeding in respect of Condemnation, and shall deliver to Lender copies of any and all papers served in connection with such
proceedings. Lender may participate in any such proceedings, and Borrower shall from time to time deliver to Lender all instruments
reasonably requested by Lender to permit such participation. Borrower shall, at its expense, diligently prosecute any such proceedings,
and shall consult with Lender, its attorneys and experts, and cooperate with them in the carrying on or defense of any such proceedings.
Notwithstanding any taking by any public or quasi-public authority through Condemnation or otherwise (including, but not limited to,
any transfer made in lieu of or in anticipation of the exercise of such taking), Borrower shall continue to perform the Obligations at the
time and in the manner provided in this Agreement and the other Loan Documents and the Outstanding Principal Balance shall not be
reduced until any Award shall have been actually received and applied by Lender, after the deduction of expenses of collection, to the
reduction or discharge of the Obligations. Lender shall not be limited to the interest paid on the Award by the applicable Governmental
Authority, but shall be entitled to receive out of the Award interest at the rate or rates provided herein or in the Note. If the Property or
any portion thereof is taken by a Governmental Authority, Borrower shall promptly commence and diligently prosecute Restoration and
otherwise comply with the provisions of Section 6.4. If the Property or any portion thereof is sold, through foreclosure or otherwise, prior
to the receipt by Lender of the Award, Lender shall have the right, whether or not a deficiency judgment on the Note shall have been
sought, recovered or denied, to receive the Award, or a portion thereof sufficient to pay the Debt.

(b) Notwithstanding the foregoing provisions of Section 6.2, Section 6.3(a), and Section 6.4 hereof, if the
Loan or any portion thereof is included in a REMIC Trust and, immediately following a release of any portion of the Lien of the Security
Instrument in connection with a Casualty or Condemnation (but taking into account any proposed Restoration on the remaining portion of
the Property), the Loan to Value Ratio is greater than one hundred twenty-five percent (125%) (such value to be determined, in Lender’s
reasonable discretion, by any commercially reasonable method permitted to a REMIC Trust), the principal balance of the Loan must
be paid down by a “qualified amount” as that term is defined in the IRS Revenue Procedure 2010-30, as the same may be amended,
replaced, supplemented or modified from time to time, unless the Lender receives an opinion of counsel that if such amount is not paid,
the Securitization will not fail to maintain its status as a REMIC Trust and will not be subject to a prohibited transactions tax as a result
of the related release of such portion of the Lien of the Security Instrument.

Section 6.4 Restoration. The following provisions shall apply in connection with any Restoration:

(a) If the Net Proceeds shall be less than the Casualty Threshold and the costs of completing Restoration
shall be less than the Casualty Threshold, the Net Proceeds will be disbursed by Lender to Borrower upon receipt; provided that all of the
conditions set forth in Section 6.4(b)(i) are met and Borrower delivers to Lender a written undertaking to expeditiously commence and to
satisfactorily complete with due diligence Restoration in accordance with the terms of this Agreement.
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(b) If the Net Proceeds are equal to or greater than the Casualty Threshold, but less than twenty percent
(20%) of the original principal balance of the Loan or the costs of completing Restoration is equal to or greater than the Casualty
Threshold, but less than twenty percent (20%) of the original principal balance of the Loan, the Net Proceeds will be held by Lender
and Lender shall make the Net Proceeds available for Restoration in accordance with the provisions of this Section 6.4. The term “Net
Proceeds” for purposes of this Section 6.4 shall mean: (i) the net amount of all insurance proceeds received by Lender pursuant to Section
6.1(a)(1), (iv), (vi), (ix) and (x) as a result of such damage or destruction, after deduction of Lender’s reasonable costs and expenses
(including, but not limited to, reasonable counsel costs and fees), if any, in collecting same (“Insurance Proceeds”), or (ii) the net amount
of the Award, after deduction of Lender’s reasonable costs and expenses (including, but not limited to, reasonable counsel costs and fees),
if any, in collecting same (“Condemnation Proceeds”), whichever the case may be.

()] The Net Proceeds shall be made available to Borrower for Restoration upon the approval
of Lender in its reasonable discretion that the following conditions are met:

(A) no Default or Event of Default shall have occurred and be continuing;

(B) (1) in the event the Net Proceeds are Insurance Proceeds, less than twenty-five percent
(25%) of the total floor area of the affected building has been damaged, destroyed or rendered
unusable as a result of such Casualty, or (2) in the event the Net Proceeds are Condemnation
Proceeds, less than ten percent (10%) of the land constituting the parcel has been taken, and such
land is located along the perimeter or periphery of such parcel, and no portion of the Improvements
is located on such land;

(C) intentionally omitted;

(D) Borrower shall commence Restoration as soon as reasonably practicable (but in no
event later than ninety (90) days after such Casualty or Condemnation, whichever the case may be,
occurs); provided that so long as Borrower is diligently pursuing commencement of the Restoration
within ninety (90) days after such Casualty or Condemnation, such ninety (90) day period shall be
extended for such time as is reasonably necessary for Borrower in the exercise of due diligence
to so commence Restoration, such additional period not to exceed thirty (30) days, and Borrower
shall diligently pursue the Restoration satisfactory completion. For the avoidance of doubt, the
aforementioned periods of time may be extended at Lender’s reasonable discretion.

(E) Lender shall be satisfied that any operating deficits, including all scheduled payments
of principal and interest under the Note, which will be incurred with respect to the Property as a result
of the occurrence of any such Casualty or Condemnation, whichever the case may be, will be covered
out of (1) the Net Proceeds, (2) the insurance coverage referred to in Section 6.1(a)(iii), if applicable,
or (3) by other funds of Borrower;
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(F) Lender shall be satisfied that Restoration will be completed on or before the earliest
to occur of (1) six (6) months prior to the then applicable Maturity Date, (2) the earliest date required
for such completion under the terms of any Leases, if any, (3) such time as may be required under
all applicable Legal Requirements in order to repair and restore the Property to the condition it was
in immediately prior to such Casualty or to as nearly as possible the condition it was in immediately
prior to such Condemnation, as applicable, or (4) the expiration of the insurance coverage referred to
in Section 6.1(a)(iii);

(G) the Property and the use thereof after Restoration will be in compliance with and
permitted under all applicable Legal Requirements;

(H) Restoration shall be done and completed by Borrower in an expeditious and diligent
fashion and in compliance with all applicable Legal Requirements;

()  such Casualty or Condemnation, as applicable, does not result in the loss of access
to any portion of the Property or the related Improvements that cannot be restored as part of the
Restoration;

(J) intentionally omitted;

(K) the Loan to Value Ratio after giving effect to Restoration, shall be equal to or less
than the lesser of (x) the Loan to Value Ratio on the Closing Date and (y) the Loan to Value Ratio on
the date immediately preceding such Casualty or Condemnation;

(L) Borrower shall deliver, or cause to be delivered, to Lender a signed detailed budget
approved in writing by Borrower’s architect or engineer stating the entire estimated cost of

completing Restoration, which budget shall be acceptable to Lender;

(M) the Net Proceeds together with any cash or cash equivalent deposited by Borrower
with Lender are sufficient in Lender’s discretion to cover the cost of Restoration; and

(N) Lender shall be satisfied that the Restoration will be completed in accordance with
any requirements under the Franchise Agreement.
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(i1) The Net Proceeds shall be paid directly to Lender for deposit in an interest-bearing account
(the “Net Proceeds Account”) and, until disbursed in accordance with the provisions of this Section 6.4(b), shall
constitute additional security for the Debt and the Other Obligations. The Net Proceeds shall be disbursed by Lender
to, or as directed by, Borrower from time to time during the course of Restoration, upon receipt of evidence satisfactory
to Lender that (A) all materials installed and work and labor performed (except to the extent that they are to be paid
for out of the requested disbursement) in connection with Restoration have been paid for in full, and (B) there exist no
notices of pendency, stop orders, mechanic’s or materialmen’s liens or notices of intention to file same, or any other
liens or encumbrances of any nature whatsoever on the Property or any portion thereof which (1) have not either been
fully bonded to the reasonable satisfaction of Lender and discharged of record or in the alternative fully insured to the
satisfaction of Lender by the Title Company, or (2) are not being contested in accordance with the terms of Section
5.2.2 hereof.

(iii) All plans and specifications required in connection with Restoration shall be subject to
prior review and acceptance in all respects by Lender and by an independent consulting engineer selected by Lender
(the “Casualty Consultant”). Lender shall have the use of the plans and specifications and all permits, licenses and
approvals required or obtained in connection with Restoration. The identity of the contractors, subcontractors and
materialmen engaged in Restoration, as well as the contracts under which they have been engaged, shall be subject
to prior review and acceptance by Lender and the Casualty Consultant. All costs and expenses incurred by Lender in
connection with making the Net Proceeds available for Restoration including, without limitation, reasonable counsel
fees and disbursements and the Casualty Consultant’s fees, shall be paid by Borrower.

(iv) In no event shall Lender be obligated to make disbursements of the Net Proceeds in excess
of an amount equal to the costs actually incurred from time to time for work in place as part of Restoration, as certified
by the Casualty Consultant, minus the Retention Amount. The term “Retention Amount” shall mean, as to each
contractor, subcontractor or materialman engaged in Restoration, an amount equal to ten percent (10%) of the costs
actually incurred for work in place as part of Restoration, as certified by the Casualty Consultant, until Restoration
has been completed. The Retention Amount shall in no event, and notwithstanding anything to the contrary set forth
above in this Section 6.4(b), be less than the amount actually held back by Borrower from contractors, subcontractors
and materialmen engaged in Restoration. The Retention Amount shall not be released until the Casualty Consultant
certifies to Lender that Restoration has been completed in accordance with the provisions of this Section 6.4(b) and
that all approvals necessary for the re-occupancy and use of the Property have been obtained from all appropriate
Governmental Authorities, and Lender receives evidence satisfactory to Lender that the costs of Restoration have
been paid in full or will be paid in full out of the Retention Amount; provided, however, that Lender will release the
portion of the Retention Amount being held with respect to any contractor, subcontractor or materialman engaged in
Restoration as of the date upon which the Casualty Consultant certifies to Lender that the contractor, subcontractor or
materialman has satisfactorily completed all work and has supplied all materials in accordance with the provisions of
the contractor’s, subcontractor’s or materialmen’s contract, the contractor, subcontractor or materialman delivers the
lien waivers and evidence of payment in full of all sums due to the contractor, subcontractor or materialman as may
be reasonably requested by Lender or by the Title Company issuing the Title Insurance Policy, and Lender receives an
endorsement to the Title Insurance Policy insuring the continued priority of the lien of the related Security Instrument
and evidence of payment of any premium payable for such endorsement. If required by Lender, the release of any
such portion of the Retention Amount shall be approved by the surety company, if any, which has issued a payment or
performance bond with respect to the applicable contractor, subcontractor or materialman.
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W) Lender shall not be obligated to make disbursements of the Net Proceeds more frequently
than once every calendar month.

(vi) If at any time the Net Proceeds or the undisbursed balance thereof shall not, in the
reasonable opinion of Lender in consultation with the Casualty Consultant, be sufficient to pay in full the balance of the
costs which are estimated by the Casualty Consultant to be incurred in connection with the completion of Restoration,
Borrower shall deposit the deficiency (the “Net Proceeds Deficiency”) with Lender before any further disbursement
of the Net Proceeds shall be made. The Net Proceeds Deficiency deposited with Lender shall be held by Lender and
shall be disbursed for costs actually incurred in connection with Restoration on the same conditions applicable to the
disbursement of the Net Proceeds, and until so disbursed pursuant to this Section 6.4(b) shall constitute additional
security for the Debt and the Other Obligations.

(vii) The excess, if any, of the Net Proceeds and the remaining balance, if any, of the Net
Proceeds Deficiency deposited with Lender after the Casualty Consultant certifies to Lender that Restoration has been
completed in accordance with the provisions of this Section 6.4(b), and the receipt by Lender of evidence satisfactory
to Lender that all costs incurred in connection with Restoration have been paid in full, shall be remitted by Lender to
Borrower; provided no Event of Default shall have occurred and shall be continuing.

(©) If Net Proceeds are (i) equal to or greater than twenty percent (20%) of the original principal amount

of the Loan, or (ii) not required to be made available for Restoration (due to Borrower’s inability to satisfy the conditions set forth
in Section 6.4(b)(i) or otherwise), then in any such event all Net Proceeds may be retained and applied by Lender in accordance with
Section 2.4.2 hereof toward reduction of the Outstanding Principal Balance whether or not then due and payable in such order, priority
and proportions as Lender in its sole discretion shall deem proper, or, in the sole discretion of Lender, the same may be paid, either in
whole or in part, to Borrower for such purposes as Lender shall approve, in its sole discretion.
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(d) In the event of foreclosure of the Security Instrument, or other transfer of title to the Property in
extinguishment in whole or in part of the Debt all right, title and interest of Borrower in and to the Policies that are not blanket Policies
then in force concerning the Property and all proceeds payable thereunder shall thereupon vest in the purchaser at such foreclosure or
Lender or other transferee in the event of such other Transfer of title.

ARTICLE VII
RESERVE FUNDS

Section 7.1 Tax and Insurance Escrow.

7.1.1  Tax and Insurance Escrow Funds. On the date hereof, Borrower shall deposit with Lender the Initial
Tax Deposit on account of the Property Taxes next coming due and the Initial Insurance Premiums Deposit on account of the Insurance
Premiums next coming due. Additionally, Borrower shall pay to Lender on each Payment Date (a) one-twelfth (1/12) of the Property
Taxes that Lender estimates will be payable during the next ensuing twelve (12) months in order to accumulate with Lender sufficient
funds to pay all such Property Taxes at least thirty (30) days prior to their respective due dates, and (b) one-twelfth (1/12) of the Insurance
Premiums that Lender estimates will be payable for the renewal of the coverage afforded by the Policies upon the expiration thereof in
order to accumulate with Lender sufficient funds to pay all such Insurance Premiums at least thirty (30) days prior to the expiration of the
Policies (the foregoing amounts so deposited with Lender are hereinafter called the “Tax and Insurance Escrow Funds” and the account
in which such amounts are held shall hereinafter be referred to as the “Tax and Insurance Escrow Account”). At Lender’s option, the
Tax and Insurance Escrow Account shall be maintained as a Subaccount of the Cash Management Account or be an account maintained
by Servicer either at Servicer or at an Eligible Institution. Notwithstanding the previous requirements of this Section 7.1.1, Lender shall
waive Borrower’s obligations to (I) deposit the Initial Insurance Premiums Deposit, and (II) pay to Lender on each Payment Date the
payment described in clause (b) of this Section 7.1.1, each for so long as the following conditions are met (any of which may be waived,
in Lender’s sole and absolute discretion): (i) no Event of Default has occurred and is continuing hereunder, (ii) the insurance coverage
for the Property is included in a blanket policy insuring multiple properties and held by Borrower or an entity that Controls Borrower,
which blanket policy is acceptable to Lender in its sole discretion, (iii) Borrower binds all applicable insurance prior to the then current
expiration date of the blanket policy described in clause (ii) hereof, (iv) Guarantor shall satisfy all net worth and liquidity covenants set
forth in the Guaranty and the Completion Guaranty (if any), and (v) Borrower provides Lender evidence of renewal policies prior to the
then current expiration date of the applicable policy (the conditions contained in the foregoing clauses (i) through (v), collectively, the
“Insurance Escrow Funds Waiver Conditions”). If, at any time, Borrower fails to meet any of the Insurance Escrow Funds Waiver
Conditions (and Lender has not opted to waive such condition in its sole and absolute discretion), commencing with the next applicable
Payment Date and continuing on each Payment Date until such time as all Insurance Escrow Funds Waiver Conditions have again been
met, Borrower shall deposit an amount equal to the product of (x) the resulting fraction where (A) the numerator is one (1), and (B) the
denominator is the number of Payment Dates then remaining in the then current calendar year, and (y) the amount of Insurance Premiums
that Lender reasonably estimates will be payable to obtain and subsequently retain policies of insurance which meet the requirements of
Section 6.1 hereof. In addition to the foregoing, if Borrower fails to renew the policy or policies described in clause (ii) hereof by the date
which is seven (7) days prior to the expiration thereof, Borrower agrees to notify Lender of such failure, and to keep Lender reasonably
apprised of all developments in connection therewith, and if, following such notice, Lender reasonably believes that Borrower will be
unable to bind the policy or policies described in clause (ii) prior to the expiration thereof, then Lender shall have the right, without
notice to Borrower, to take such action as Lender deems necessary to protect its interest in the Property, including, without limitation, the
obtaining of insurance coverage as provided in or required pursuant to Section 6.1 hereof. All premiums incurred by Lender in connection
with such action or in obtaining such insurance and keeping it in effect shall be paid by Borrower to Lender upon demand and, until paid,
shall be secured by the Security Instrument and shall bear interest at the Default Rate.
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7.1.2  Disbursements from Tax and Insurance Escrow Funds. Provided no Default or Event of Default has
occurred and is continuing, Lender will apply the Tax and Insurance Escrow Funds to payments of Property Taxes and Insurance
Premiums required to be made by Borrower pursuant to Section 5.1.2 hereof and under the Security Instrument. In making any payment
relating to the Tax and Insurance Escrow Funds, Lender may do so according to any bill, statement or estimate procured from the
appropriate public office (with respect to Property Taxes) or insurer or agent (with respect to Insurance Premiums), without inquiry into
the accuracy of such bill, statement or estimate or into the validity of any Tax, assessment, sale, forfeiture, Tax lien or title or claim
thereof. If the amount of the Tax and Insurance Escrow Funds shall exceed the amounts due for Property Taxes and Insurance Premiums
pursuant to Section 5.1.2 hereof, Lender shall, in its sole discretion, return any excess to Borrower or credit such excess against future
payments to be made to the Tax and Insurance Escrow Account. Any amount remaining in the Tax and Insurance Escrow Account after
the Debt has been paid in full shall be returned to Borrower. In allocating such excess, Lender may deal with the Person shown on the
records of Lender to be the owner of the Property. If at any time Lender reasonably determines that the Tax and Insurance Escrow Funds
are not or will not be sufficient to pay Property Taxes and Insurance Premiums by the due dates thereof, Lender shall notify Borrower
of such determination and Borrower shall increase its monthly payments to Lender by the amount that Lender estimates is sufficient to
make up the deficiency at least thirty (30) days prior to the due date of the Property Taxes and/or thirty (30) days prior to the expiration
of the Policies, as the case may be.

Section 7.2 PIP Work Reserve Account. Borrower has established on the date hereof an account into which amounts may
be deposited pursuant to the terms and provisions of Section 2.5.7 hereof (the “PIP Work Reserve Account”; amounts so deposited
being hereinafter referred to as the “PIP Work Reserve Funds”). At Lender’s option, the PIP Work Reserve Account shall be maintained
as a Subaccount of the Cash Management Account or be an account maintained by Servicer either at Servicer or at an Eligible Institution.
Amounts on deposit in the PIP Work Reserve Account shall be disbursed to Borrower for Approved CapEx Expenses related to the
PIP Work in accordance with the same terms and conditions for the disbursement of Future Advances set forth in Section 2.5.1, as
if incorporated herein, mutatis mutandis (although Borrower shall not be required to obtain the applicable ALTA 33-06 Disbursement
Endorsement with respect to each draw). Borrower (i) hereby grants to Lender a first priority security interest in the PIP Work Reserve
Account and all deposits at any time contained therein and the proceeds thereof, and (ii) will take all actions necessary to maintain in
favor of Lender a perfected first priority security interest in the PIP Work Reserve Account, including, without limitation, the execution
of any account control agreement required by Lender. Borrower will not in any way alter, modify or close the PIP Work Reserve Account
and will notify Lender of the account number thereof. All monies now or hereafter deposited into the PIP Work Reserve Account shall
be deemed additional security for the Obligations. All sums on deposit in the PIP Work Reserve Account shall be disbursed to Borrower
upon the earliest to occur of (i) payment in full of the Debt, (ii) the release of the Lien of the Security Instrument (and all related
obligations) in accordance with the terms of this Agreement or (iii) Completion of the PIP Work.
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Section 7.3 Special Incentive Fee Reserve Funds. Borrower has established on the date hereof an account into which
$125,000 has been deposited (the “Special Incentive Fee Reserve Account”; amounts so deposited being hereinafter referred to as
the “Special Incentive Fee Reserve Funds”). At Lender’s option, the Special Incentive Fee Reserve Account shall be maintained as a
Subaccount of the Cash Management Account or be an account maintained by Servicer either at Servicer or at an Eligible Institution.
Upon Lender’s receipt of a certification from Borrower and satisfactory evidence that the “Special Incentive Fee” (as such term is defined
in the Management Agreement in effect on the Closing Date) is due and payable to Manager, and so long as no Event of Default shall have
occurred and be continuing, Lender shall disburse the Special Incentive Fee Reserve Funds to Borrower to pay such Special Incentive
Fee. Notwithstanding anything to the contrary contained herein, in the event Borrower does not Transfer the Property to a KSL Transferee
and Borrower provides Lender with satisfactory evidence that the term of the Management Agreement has been extended for at least one
(1) year or Borrower has entered into a Replacement Management Agreement with a term of at least one (1) year, then so long as no
Event of Default has occurred and is continuing, Lender shall disburse the Special Incentive Fee Reserve Funds to Borrower.

Section 7.4 Intentionally Omitted.
Section 7.5 Intentionally Omitted.
Section 7.6 FF&E Reserve Funds.

7.6.1 Deposits of FF&E Reserve Funds. Borrower shall deposit with or on behalf of Lender on each
Payment Date an amount equal to the greater of (x) four percent (4.0%) of the Rents for the Property for the prior month and (y) the
monthly FF&E reserve required under Section 11.2B of the Franchise Agreement (the “FF&E Reserve Monthly Deposit”) for the repair
and replacement of the FF&E (such FF&E, collectively, the “FF&E Work”) that may be incurred following the date hereof, which
amounts shall be transferred into an Account established for such purpose (the “FF&E Reserve Account”). Amounts deposited from
time to time into the FF&E Reserve Account pursuant to this Section 7.6.1 shall hereinafter be referred to as the “FF&E Reserve Funds”.
At Lender’s option, the FF&E Reserve Account shall be maintained as a Subaccount of the Cash Management Account or be an account
maintained by Servicer either at Servicer or at an Eligible Institution.
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7.6.2 Release of FF&E Reserve Funds. Lender shall make disbursements from the FF&E Reserve Funds
for the cost of Approved FF&E Expenditures incurred by Borrower upon satisfaction by Borrower of each of the following conditions
with respect to each such disbursement: (a) Borrower shall submit Lender’s standard form of draw request for payment to Lender at least
ten (10) Business Days prior to the date on which Borrower requests such payment be made, which request shall specify the Approved
FF&E Expenditures to be paid and shall be accompanied by copies of paid invoices for the amounts requested; (b) on the date such
request is received by Lender and on the date such payment is to be made, no Default or Event of Default shall exist and remain uncured;
and (c) Lender shall have received (i) an Officer’s Certificate from Borrower (A) stating that the items to be funded by the requested
disbursement for Approved FF&E Expenditures, and a description thereof, (B) stating that all Approved FF&E Expenditures to be funded
by the requested disbursement have been completed in a good and workmanlike manner and in accordance with all applicable Legal
Requirements and, to the extent applicable, the Franchise Agreement, (C) identifying each Person that supplied materials or labor in
connection with the Approved FF&E Expenditures to be funded by the requested disbursement, (D) stating that each such Person has
been paid in full or will be paid in full upon such disbursement, (E) stating that the Approved FF&E Expenditures to be funded have
not been the subject of a previous disbursement, (F) stating that all previous disbursements of FF&E Reserve Funds have been used to
pay the previously identified Approved FF&E Expenditures, and (G) stating that all outstanding trade payables relating to the Approved
FF&E Expenditures (other than those to be paid from the requested disbursement) have been paid in full; (ii) a copy of any license, permit
or other approval by any Governmental Authority required in connection with the Approved FF&E Expenditures and not previously
delivered to Lender; (iii) if required by Lender for requests in excess of Fifty Thousand and No/100 Dollars ($50,000.00) in the aggregate,
lien waivers or other evidence of payment satisfactory to Lender and releases from all parties furnishing materials and/or services in
connection with the requested payment; (iv) at Lender’s option, a title search for the Property indicating that the Property is free from
all Liens other than Permitted Encumbrances; and (v) such other evidence as Lender shall reasonably request to demonstrate that the
Approved FF&E Expenditures to be funded by the requested disbursement has been completed and paid for or will be paid upon such
disbursement to Borrower. Lender shall make disbursements as requested by Borrower on a monthly basis in increments of no less than
Twenty Five Thousand and No/100 Dollars ($25,000.00) per disbursement. Lender may require an inspection of the Property or any
portion thereof at Borrower’s expense prior to making a monthly disbursement in order to verify completion of improvements in excess
of Twenty-Five Thousand and No/100 Dollars ($25,000.00) for which reimbursement is sought.

7.6.3 Balance in the FF&E Reserve Account. The insufficiency of any balance in the FF&E Reserve
Account shall not relieve Borrower from its obligation to fulfill all preservation and maintenance covenants in the Loan Documents.

Section 7.7 Excess Cash Reserve Funds. Upon the occurrence and during the continuance of a Cash Trap Period, all
Excess Cash shall be collected by Lender and all such amounts shall be held by Lender as additional security for the Obligations (amounts
so held shall be hereinafter referred to as the “Excess Cash Reserve Funds” and the account in which such amounts are held shall
hereinafter be referred to as the “Excess Cash Reserve Account”). At Lender’s option, the Excess Cash Reserve Account shall be
maintained as a Subaccount of the Cash Management Account or be an account maintained by Servicer either at Servicer or at an Eligible
Institution. At such time as any Cash Trap Period shall end, any funds held in the Excess Cash Reserve Account shall be returned to
Borrower.
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Section 7.8 Reserve Funds, Generally.

(a) Borrower (i) hereby grants to Lender a first priority security interest in all of the Reserve Funds and any
and all monies now or hereafter deposited in each Reserve Account as additional security for payment and performance of the Obligations
and (ii) will take all actions necessary to maintain in favor of Lender a perfected first priority security interest in the Reserve Funds,
including, without limitation, filing or authorizing Lender to file UCC-1 financing statements and continuations thereof. Until expended
or applied in accordance herewith, the Reserve Funds shall constitute additional security for the Obligations.

(b)  Upon the occurrence and during the continuance of an Event of Default, Lender may, in addition to any
and all other rights and remedies available to Lender, apply any sums then present in any or all of the Reserve Funds to the reduction of
the Outstanding Principal Balance in any order in its sole discretion.

(c) Borrower shall not further pledge, assign or grant any security interest in any Reserve Fund or the
monies deposited therein or permit any Lien or encumbrance to attach thereto, or any levy to be made thereon, or any UCC-1 financing
statements, except those naming Lender as the secured party, to be filed with respect thereto.

(d) The Reserve Funds shall not constitute trust funds and may be commingled with other monies held by
Lender. No earnings or interest on the Reserve Funds shall be payable to Borrower. Neither Lender nor any Servicer that at any time
holds or maintains the Reserve Funds shall have any obligation to keep or maintain such Reserve Funds or any funds deposited therein
in interest bearing accounts. If Lender or any Servicer elects in its sole and absolute discretion to keep or maintain any Reserve Funds or
any funds deposited therein in an interest bearing account, (i) such funds shall not be invested except in Permitted Investments, and (ii)
all interest earned or accrued thereon shall be for the benefit of Borrower and credited to the Cash Management Account. Lender shall
not be responsible and shall have no liability whatsoever for the rate of return earned or losses incurred on the investment of any Reserve
Funds in Permitted Investments.

(e) Borrower shall indemnify Lender and hold Lender harmless from and against any and all actions, suits,
claims, demands, liabilities, losses, damages, obligations and costs and expenses (including litigation costs and reasonable attorneys’ fees
and expenses) arising from or in any way connected with the Reserve Funds or the performance of the obligations for which the Reserve
Funds were established, other than any actions, suits, claims, demands, liabilities, losses, damages, obligations and costs and expenses
arising from the gross negligence or willful misconduct of Lender. Borrower shall assign to Lender all rights and claims Borrower may
have against all Persons supplying labor, materials or other services which are to be paid from or secured by the Reserve Funds; provided,
however, that Lender may not pursue any such right or claim, unless an Event of Default has occurred and remains uncured.
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to Borrower.

() Upon indefeasible payment in full of the Obligations, all Reserve Funds then being held shall be returned

ARTICLE VIII
DEFAULTS
Section 8.1 Event of Default.
(a) Each of the following events shall constitute an event of default hereunder (an “Event of Default”):
()] if any portion of the Debt is not paid when due (including, without limitation, the failure of

Borrower to repay the entire outstanding principal balance of the Note in full on the Maturity Date) or any other amount
under Section 2.7.2(b)(i) through (vi) is not paid in full on each Payment Date (unless during any Cash Trap Period
sufficient funds are available in the relevant subaccount on the applicable date); provided, however, that Borrower shall
have a five (5) day grace period following the date when due for all payments that are not due on a Payment Date;

(ii) if any of the Property Taxes or Other Charges are not paid when the same are due and payable
(unless Lender is paying such Property Taxes pursuant to Section 7.1), subject to the provisions of Section 5.1.2 hereof;

(iii) if the Policies are not kept in full force and effect, or if copies of the certificates evidencing
the Policies (or certified copies of the Policies if requested by Lender) are not delivered to Lender within thirty (30)
days after written request therefor; provided, however, there shall be no Event of Default under this Section 8.1(a)(iii)
if: (x) sufficient funds exist in the Tax and Insurance Escrow Account to pay all premiums and any other amounts owing
with respect to such Policies, and (y) in violation of this Agreement, Lender fails to release such funds in order to pay
same;

@iv) if Borrower Transfers or otherwise encumbers any portion of the Property or the Collateral
in violation of the provisions of this Agreement, or Article 6 (Due on Sale/Encumbrance) of the Security Instrument or
any Transfer is made in violation of the provisions of Section 5.2.10 hereof;

W) if any representation or warranty made by Borrower herein or in any other Loan Document,
or in any report, certificate, financial statement or other instrument, agreement or document furnished to Lender shall
have been false or misleading in any material respect as of the date the representation or warranty was made or deemed
remade;
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(vi) if the representation and warranty contained in Section 4.1.37 regarding the tax classification
of each of Borrower and Guarantor as either a Disregarded Entity or a partnership is false or misleading at any time;

(vii) if Borrower, Principal or Guarantor shall (i) make an assignment for the benefit of creditors
or (ii) generally not be paying its debts as they become due;

(viii) if a receiver, liquidator or trustee shall be appointed for Borrower or Principal or if
Borrower or Principal, as applicable, shall be adjudicated bankrupt or insolvent, or if any petition for bankruptcy,
reorganization or arrangement pursuant to federal bankruptcy law, or any similar federal or state law, shall be filed by or
against, consented to, or acquiesced in by, Borrower or Principal, as applicable, or if any proceeding for the dissolution
or liquidation of Borrower or Principal, as applicable, shall be instituted; provided, however, if such appointment,
adjudication, petition or proceeding was involuntary and not consented to by Borrower or Principal, as applicable, upon
the same not being discharged, stayed or dismissed within sixty (60) days;

(ix) if Guarantor or any guarantor or indemnitor under any guaranty or indemnity issued in
connection with the Loan shall make an assignment for the benefit of creditors or if a receiver, liquidator or trustee shall
be appointed for Guarantor or any guarantor or indemnitor under any guarantee or indemnity issued in connection with
the Loan or if Guarantor or such other guarantor or indemnitor shall be adjudicated a bankrupt or insolvent, or if any
petition for bankruptcy, reorganization or arrangement pursuant to federal bankruptcy law, or any similar federal or state
law, shall be filed by or against, consented to, or acquiesced in by, Guarantor or such other guarantor or indemnitor, or if
any proceeding for the dissolution or liquidation of Guarantor or such other guarantor or indemnitor shall be instituted;
provided, however, if such appointment, adjudication, petition or proceeding was involuntary and not consented to by
Guarantor or such other guarantor or indemnitor, upon the same not being discharged, stayed or dismissed within ninety

(90) days; provided, further, however, it shall be at Lender’s option to determine whether any of the foregoing shall be
an Event of Default;

x) if Borrower attempts to assign its rights under this Agreement or any of the other Loan
Documents or any interest herein or therein in contravention of the Loan Documents;

(xi) if Borrower breaches any representation, warranty or covenant contained in Sections 4.1.30,
5.3, or 5.6, or any of its negative covenants contained in Section 5.2 or any covenant contained in Section 5.1.11
hereof unless, (1) with respect to a breach of Sections 4.1.30, 5.2.2, 5.2.5, or 5.2.12, such breach was not intentional, is
susceptible of being cured, and is so cured within ten (10) days of notice of such breach from Lender or (2) with respect
to a breach of Section 5.1.11, such breach was not intentional, is susceptible of being cured, and is so cured within (5)
days of notice (which may be via email) of such breach from Lender or Servicer;
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(xii) with respect to any term, covenant or provision set forth herein which specifically contains
a notice requirement or grace period, if Borrower shall be in default under such term, covenant or condition after the
giving of such notice or the expiration of such grace period;

(xiii) if any of the assumptions contained in the Insolvency Opinion delivered to Lender in
connection with the Loan, or in any Additional Insolvency Opinion delivered subsequent to the closing of the Loan, is
or shall become untrue in any material respect, unless such matter is cured in a timely manner;

(xiv) if a material default has occurred and continues beyond any applicable cure period under
the Management Agreement (or any Replacement Management Agreement) and if such default permits the Borrower
thereunder to terminate or cancel the Management Agreement (or any Replacement Management Agreement) and
Borrower fails to comply with Section 5.1.23 hereof;

(xv) if Borrower shall continue to be in Default under any of the terms, covenants or conditions
of Section 9.1 hereof, or fails to cooperate with Lender in connection with a Securitization pursuant to the provisions
of Section 9.1 hereof, for five (5) days after written notice to Borrower from Lender;

(xvi) if Borrower shall continue to be in Default under any of the other terms, covenants or
conditions of this Agreement not specified in subsections (i) through (xv) above or (xvii) through (xix) below, for ten
(10) days after notice to Borrower from Lender, in the case of any Default which can be cured by the payment of a sum
of money, or for thirty (30) days after notice from Lender in the case of any other Default; provided, however, that if
such non-monetary Default is susceptible of cure, but cannot reasonably be cured within such thirty (30) day period
and provided further that Borrower shall have commenced to cure such Default within such thirty (30) day period and
thereafter diligently and expeditiously proceeds to cure the same, such thirty (30) day period shall be extended for such
time as is reasonably necessary for Borrower in the exercise of due diligence to cure such Default, such additional
period not to exceed ninety (90) days;

(xvii) if Borrower fails to obtain or maintain an Interest Rate Cap Agreement or Replacement
thereof in accordance with Section 2.8 and/or Section 2.9 hereof;
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(xviii) if a default has occurred and continues beyond any applicable cure period under the
Franchise Agreement (or any successor franchise agreement) which permits the Franchisor to terminate or cancel
the Franchise Agreement (or any successor franchise agreement) and the Franchisor has taken any action (including
sending a notice) to so terminate or cancel the Franchisor Agreement (or any successor franchise agreement);

(xix)  if a material default has occurred and continues beyond any applicable cure period under the
Operating Lease; or

(xx) if there shall be default under any of the other Loan Documents not specified in clauses (i)
through (xix) above, beyond any applicable cure periods contained in such documents, if any, whether as to Borrower,
Guarantor, any Restricted Party, the Property or any other Person, or if any other such event shall occur or condition
shall exist, if the effect of such default, event or condition is to accelerate the maturity of any portion of the Debt or to
permit Lender to accelerate the maturity of all or any portion of the Debt in accordance with the Loan Documents.

(b)  Upon the occurrence of an Event of Default (other than an Event of Default described in clauses (a)(vii),
(a)(viii) or (a)(ix) above) and at any time thereafter, in addition to any other rights or remedies available to it pursuant to this Agreement
and the other Loan Documents or at law or in equity, Lender may take such action, without notice or demand, that Lender deems advisable
to protect and enforce its rights against Borrower and in and to the Property, including, without limitation, declaring the Obligations to
be immediately due and payable, and Lender may enforce or avail itself of any or all rights or remedies provided in the Loan Documents
against Borrower and the Property, including, without limitation, all rights or remedies available at law or in equity; and upon any Event
of Default described in clauses (a)(vii), (a)(viii) or (a)(ix) above, the Debt and all Other Obligations of Borrower hereunder and under the
other Loan Documents shall immediately and automatically become due and payable, without notice or demand, and Borrower hereby
expressly waives any such notice or demand, anything contained herein or in any other Loan Document to the contrary notwithstanding.

8.1.2 Remedies.

(a) Upon the occurrence of an Event of Default, all or any one or more of the rights, powers, privileges and
other remedies available to Lender against Borrower under this Agreement or any of the other Loan Documents executed and delivered
by, or applicable to, Borrower or at law or in equity may be exercised by Lender at any time and from time to time, whether or not all
or any of the Debt shall be declared due and payable, and whether or not Lender shall have commenced any foreclosure proceeding or
other action for the enforcement of its rights and remedies under any of the Loan Documents. Any such actions taken by Lender shall be
cumulative and concurrent and may be pursued independently, singularly, successively, together or otherwise, at such time and in such
order as Lender may determine in its sole discretion, to the fullest extent permitted by law, without impairing or otherwise affecting the
other rights and remedies of Lender permitted by law, equity or contract or as set forth herein or in the other Loan Documents. Without
limiting the generality of the foregoing, Borrower agrees that if an Event of Default is continuing (i) Lender shall not be subject to any
“one action” or “election of remedies” law or rule, and (ii) all liens and other rights, remedies or privileges provided to Lender shall
remain in full force and effect until Lender has exhausted all of its remedies against the Property and the Security Instrument has been
foreclosed, sold and/or otherwise realized upon in satisfaction of the Debt or the Obligations have been paid in full.
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(b)  With respect to Borrower and the Property, nothing contained herein or in any other Loan Document
shall be construed as requiring Lender to resort to the Property for the satisfaction of any of the Debt in any preference or priority, and
Lender may seek satisfaction out of the Property, or any part thereof, in its absolute discretion in respect of the Debt. In addition, Lender
shall have the right from time to time to partially foreclose the Security Instrument in any manner and for any amounts secured by the
Security Instrument then due and payable as determined by Lender in its sole discretion, including the following circumstances: (i) in
the event Borrower defaults beyond any applicable grace period in the payment of one or more scheduled payments of principal and/or
interest, Lender may foreclose the Security Instrument to recover such delinquent payments, or (ii) in the event Lender elects to accelerate
less than the entire Outstanding Principal Balance, Lender may foreclose the Security Instrument to recover so much of the Debt as
Lender may accelerate and such other sums secured by the Security Instrument as Lender may elect. Notwithstanding one or more partial
foreclosures, the Property shall remain subject to the Security Instrument to secure payment of sums secured by the Security Instrument
and not previously recovered.

(©) Lender shall have the right from time to time to sever the Note and the other Loan Documents into
one or more separate notes, mortgages and other security documents (the “Severed Loan Documents™) in such denominations as Lender
shall determine in its sole discretion for purposes of evidencing and enforcing its rights and remedies provided hereunder. Borrower shall
execute and deliver to Lender from time to time, promptly after the request of Lender, a severance agreement and such other documents as
Lender shall request in order to effect the severance described in the preceding sentence, all in form and substance reasonably satisfactory
to Lender. Borrower hereby absolutely and irrevocably appoints Lender as its true and lawful attorney, coupled with an interest, in its
name and stead to make and execute all documents necessary or desirable to effect the aforesaid severance, Borrower ratifying all that
its said attorney shall do by virtue thereof; provided, however, Lender shall not make or execute any such documents under such power
until three (3) days after notice has been given to Borrower by Lender of Lender’s intent to exercise its rights under such power. Except
as may be required in connection with a Securitization pursuant to Section 9.1 hereof, the Severed Loan Documents shall not contain any
representations, warranties or covenants not contained in the Loan Documents and any such representations and warranties contained in
the Severed Loan Documents will be given by Borrower only as of the Closing Date. Borrower shall not be obligated to pay any costs or
expenses incurred in connection with the preparation, execution, recording or filing of the Severed Loan Documents.

(d)  Any amounts recovered from the Property or any other collateral for the Loan after an Event of Default

may be applied by Lender toward the payment of any interest and/or principal of the Loan and/or any other amounts due under the Loan
Documents in such order, priority and proportions as Lender in its sole discretion shall determine.
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(e) If an Event of Default exists, Lender may (directly or by its agents, employees, contractors, engineers,
architects, nominees, attorneys or other representatives), but without any obligation to do so and without notice to Borrower and without
releasing Borrower from any obligation hereunder, cure the Event of Default in such manner and to such extent as Lender may deem
necessary to protect the security hereof. Subject to Tenant’ rights under the Leases, Lender (and its agents, employees, contractors,
engineers, architects, nominees, attorneys or other representatives) are authorized to enter upon the Property to cure such Event of
Default, and Lender is authorized to appear in, defend, or bring any action or proceeding reasonably necessary to maintain, secure or
otherwise protect the Property or any portion thereof or the priority of the Lien granted by the Security Instrument.

® Lender may appear in and defend any action or proceeding brought with respect to the Property or
any portion thereof and may bring any action or proceeding, in the name and on behalf of Borrower, which Lender, in its sole discretion,
decides should be brought to protect its interest in the Property. Lender shall, at its option, be subrogated to the Lien of any mortgage or
other security instrument discharged in whole or in part by the Obligations, and any such subrogation rights shall constitute additional
security for the payment of the Obligations.

(2) As used in this Section 8.1.1, a “foreclosure” shall include, without limitation, a power of sale.

8.1.3 Remedies Cumulative; Waivers. The rights, powers and remedies of Lender under this Agreement
shall be cumulative and not exclusive of any other right, power or remedy which Lender may have against Borrower pursuant to this
Agreement or the other Loan Documents, or existing at law or in equity or otherwise. Lender’s rights, powers and remedies may be
pursued singularly, concurrently or otherwise, at such time and in such order as Lender may determine in Lender’s sole discretion. No
delay or omission to exercise any remedy, right or power accruing upon an Event of Default shall impair any such remedy, right or power
or shall be construed as a waiver thereof, but any such remedy, right or power may be exercised from time to time and as often as may
be deemed expedient. A waiver of one Default or Event of Default with respect to Borrower shall not be construed to be a waiver of any
subsequent Default or Event of Default by Borrower or to impair any remedy, right or power consequent thereon.

122

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

ARTICLE IX
SPECIAL PROVISIONS
Section 9.1 Transfer of Loan.

(a) Lender may, at any time, sell, transfer or assign the Loan or any portion thereof (including, without
limitation, this Agreement, the Note, the Security Instrument and the other Loan Documents, and any or all servicing rights with respect
thereto), or grant participations therein or issue mortgage pass-through certificates or other securities (the “Securities”) evidencing a
beneficial interest in a rated or unrated public offering or private placement (such sales, transfers, assignments, participations, offerings
and/or placements, collectively, a “Securitization”) (provided, however, that so long as no Event of Default has occurred and is
continuing, no such Securitization shall be to a Prohibited Transferee). At Lender’s election, each note and/or component comprising the
Loan may be subject to one or more securitizations. Lender may forward to each purchaser, transferee, assignee, servicer, participant or
investor in such participations or Securities (collectively, the “Investor”) or any Rating Agency rating such Securities, each prospective
Investor, and any organization maintaining databases on the underwriting and performance of commercial mortgage loans, all documents
and information which Lender now has or may hereafter acquire relating to the Loan or to Borrower, any Guarantor or the Property,
whether furnished by Borrower, any Guarantor or otherwise, as Lender determines necessary or desirable, including, without limitation,
financial statements relating to Borrower, Guarantor, the Property and any Tenant at the Property. Borrower irrevocably waives any and
all rights it may have under law or in equity to prohibit such disclosure, including but not limited to any right of privacy. Any assignee
shall be treated as a Lender for all purposes hereunder. Any purchaser of a participation interest shall be entitled to the benefits of Section
2.10.1 and Section 2.11 as if it were a Lender hereunder (subject to the requirements and limitations therein, including the requirements
under Section 2.11(e) (it being understood that the documentation required under Section 2.11(e) shall be delivered to the participating
Lender).

(b) Register. Lender, acting solely for this purpose as an agent of Borrower, shall maintain at its office a
register for the recordation of the names and addresses of any party to whom it assigns a portion of the Loan (for purposes of this Section
9.1(b) and Section 9.1(c), each a “Lender” and collectively, the “Lenders”), and principal amounts (and stated interest) of the portion of
the Loan owing to, each Lender pursuant to the terms hereof from time to time (the “Register”’). Notwithstanding anything in the Loan
Documents to the contrary, the entries in the Register shall be conclusive absent manifest error, and Borrower and Lenders shall treat each
Person whose name is recorded in the Register pursuant to the terms hereof as a Lender hereunder for all purposes of this Agreement.
The Register shall be available for inspection by Borrower and any Lender, at any reasonable time and from time to time upon reasonable
prior notice.

(©) Participant Register. Each Lender that sells a participation shall, acting solely for this purpose as an
agent of Borrower, maintain a register on which it enters the name and address of each participant and the principal amounts (and stated
interest) of each participant’s interest in the Loans or other obligations under the Loan Documents (the ‘“Participant Register”); provided
that no Lender shall have any obligation to disclose all or any portion of the Participant Register (including the identity of any participant
or any information relating to a participant’s interest in any commitments, loans, or its other obligations under any Loan Document)
to any Person except to the extent that such disclosure is necessary to establish that such commitment, loan, or other obligation is in
registered form under Section 5f.103-1(c) of the United States Treasury regulations. Notwithstanding anything in the Loan Documents
to the contrary, the entries in the Participant Register shall be conclusive absent manifest error, and such Lender shall treat each Person
whose name is recorded in the Participant Register as the owner of such participation for all purposes of this Agreement notwithstanding
any notice to the contrary.
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Section 9.2 Cooperation. Borrower, agrees (and agrees to cause Guarantor) to cooperate with Lender (and agrees to cause
their respective officers and representatives to cooperate) in connection with any transfer made or any Securities created pursuant to
this Article IX, including, without limitation, the taking, or refraining from taking, of such action as may be necessary to satisfy all
of the conditions of any Investor, the delivery of an estoppel certificate required in accordance with Section 5.1.15 hereof and such
other documents as may be reasonably requested by Lender, and the execution of amendments to this Agreement, the Note, the Security
Instrument and other Loan Documents and Borrower’s organizational documents as reasonably requested by Lender; provided that (i)
Lender shall pay all of Borrower’s actual out-of-pocket costs and reasonable expenses in connection with Borrower’s obligations under
this Section 9.2 and (ii) no changes to the Loan Documents shall be required which will result in an increase in the aggregate debt or
monthly debt service payments (or otherwise increase Borrower’s or Guarantor’s obligations or liabilities under the Loan Documents
(other than, in each case, administratively or in a de minimis respect)). Borrower shall also furnish and Borrower and Guarantor consent
to Lender furnishing to such Investors or prospective Investors or any Rating Agency any and all information concerning the Property, the
Leases, the financial condition of Borrower and Guarantor as may be requested by Lender, any Investor, any prospective Investor or any
Rating Agency in connection with any sale, transfer or participations or Securities and shall indemnify the Indemnified Parties against,
and hold the Indemnified Parties harmless from, any losses, claims, damages or liabilities (collectively, the “Liabilities”) to which any
such Indemnified Parties may become subject insofar as the Liabilities arise out of or are based upon any untrue statement of any material
fact contained in a Disclosure Document or arise out of or are based upon the omission to state therein a material fact required to be stated
in the Disclosure Document or necessary in order to make the statements in the Disclosure Document, in light of the circumstances under
which they were made, not misleading and agreeing to reimburse the Indemnified Parties for any legal or other expenses reasonably
incurred by each of them in connection with investigating or defending the Liabilities; provided, however, that Borrower will be liable
in any such case under this Section 9.2 only to the extent that any such loss, claim, damage or liability arises out of or is based upon
any such untrue statement or omission made therein in reliance upon and in conformity with information furnished to Lender by or on
behalf of Borrower in connection with the preparation of the Disclosure Document or in connection with the underwriting or closing of
the Loan, including, without limitation, financial statements of Borrower, operating statements and rent rolls with respect to the Property.
This indemnity agreement will be in addition to any liability which Borrower may otherwise have and shall survive the termination of the
Security Instrument and the satisfaction and discharge of the Debt.
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Section 9.3 Servicer. At the option of Lender, the Loan may be serviced by a master servicer, primary servicer, special
servicer and/or trustee (any such master servicer, primary servicer, special servicer, and/or trustee, together with its agents, nominees or
designees, are collectively referred to as “Servicer”) selected by Lender and Lender may delegate all or any portion of its responsibilities
under this Agreement and the other Loan Documents to Servicer pursuant to a pooling and servicing agreement, servicing agreement,
special servicing agreement or other agreement providing for the servicing of one or more mortgage loans (collectively, the “Servicing
Agreement”) between Lender and Servicer. Borrower shall not be responsible for any set up fees or any other initial costs relating to
or arising under the Servicing Agreement, nor shall Borrower be responsible for payment of the regular monthly master servicing fee
or trustee fee due to Servicer under the Servicing Agreement or any fees or expenses required to be borne by, and not reimbursable
to, Servicer. Notwithstanding the foregoing, Borrower shall promptly reimburse Lender on demand for (a) interest payable on advances
made by Servicer with respect to delinquent debt service payments (to the extent interest at the Default Rate actually paid by Borrower
in respect of such payments are insufficient to pay the same) or expenses paid by Servicer or trustee in respect of the protection and
preservation of the Property or any portion thereof (including, without limitation, on account of Basic Carrying Costs), (b) all costs and
expenses, liquidation fees, workout fees, special servicing fees, operating advisor fees or any other similar fees payable by Lender to
Servicer which may be due and payable under the Servicing Agreement (whether on a periodic or a continuing basis) as a result of an
Event of Default under the Loan, the Loan becoming specially serviced, the commencement or continuance of any enforcement action
of any kind with respect to the Loan or any of the Loan Documents, a refinancing or a restructuring of the credit arrangements provided
under this Agreement in the nature of a “work-out” of the Loan Documents, or any Bankruptcy Action involving Borrower, Principal,
Guarantor or any of their respective principals or Affiliates, (c) all costs and expenses of any Property inspections and/or appraisals (or
any updates to any existing inspection or appraisal) that Servicer or the trustee may be required to obtain (other than the cost of regular
annual inspections required to be borne by Servicer under the Servicing Agreement), and (d) all costs and expenses relating to or arising
from any special requests made by Borrower or Guarantor during the term of the Loan including, without limitation, in connection with
a prepayment, defeasance, assumption or modification of the Loan.

Section 9.4 Restructuring of Loan.

(a) Lender, without in any way limiting Lender’s other rights hereunder, in its sole and absolute discretion,
shall have the right at any time to require Borrower to restructure the Loan into additional multiple notes (which may include component
notes and/or senior and junior notes), to re-allocate principal among component notes and/or senior and junior notes and/or to create
participation interests in the Loan, which restructuring may include the restructuring of a portion of the Loan to one or more of the
foregoing or to one or more mezzanine loans (the “New Mezzanine Loan”) to the direct or indirect owners of the equity interests in
Borrower, secured by a pledge of such interests, the establishment of different interest rates and debt service payments for the Loan, and
the New Mezzanine Loan and the payment of the Loan, and the New Mezzanine Loan in such order of priority as may be designated by
Lender; provided that (i) the total principal amounts of the Loan (including any component notes), and the New Mezzanine Loan shall
equal the total principal amount of the Loan immediately prior to the restructuring, (ii) except in the case of the occurrence of an Event
of Default or a default beyond all notice and cure periods under the New Mezzanine Loan, or of a Casualty or Condemnation that results
in the payment of principal under the Loan and/or the New Mezzanine Loan, the weighted average interest rate and all other fees and
economic terms of the Loan and the New Mezzanine Loan, if any, shall, in the aggregate, equal the Interest Rate and other fees and
economic terms as in effect on the Closing Date, and (iii) except in the case of the occurrence of an Event of Default and/or a default
beyond all notice and cure periods under the New Mezzanine Loan, or of a Casualty or Condemnation that results in the payment of
principal under the Loan and/or the New Mezzanine Loan, the aggregate debt service payments on the Loan and the New Mezzanine
Loan and all other fees and economic terms shall equal the aggregate debt service payments and other fees and economic terms which
would have been payable under the Loan had the restructuring not occurred. Without in any way limiting Lender’s other rights hereunder,
Lender shall have the right, in its sole and absolute discretion, at any time, to convert a portion of the Loan into a preferred equity
investment (the “Preferred Equity Investment”). The Preferred Equity Investment shall be structured so that an Affiliate of Lender and
Affiliate of Borrower are the preferred equity member and common member, respectively, of an entity that is sole member of Borrower,
but otherwise will be structured on the same terms and conditions as though it were a New Mezzanine Loan (but without an equity
pledge). The Preferred Equity Investment shall be treated as debt for federal income tax purposes.
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(b) Borrower shall cooperate with all reasonable requests of Lender in order to restructure the Note, the
Loan and/or to create a New Mezzanine Loan, if applicable, and shall, upon thirty (30) Business Days’ written notice from Lender,
which notice shall include the forms of documents for which Lender is requesting execution and delivery, (i) execute and deliver such
documents, including, without limitation, in the case of any New Mezzanine Loan, a mezzanine note, a mezzanine loan agreement, a
pledge and security agreement and a mezzanine deposit account agreement, (ii) cause Borrower’s counsel to deliver such legal opinions,
and (iii) create such a bankruptcy remote borrower under the New Mezzanine Loan as, in each of the cases of clauses (i), (ii) and (iii)
above, shall be reasonably required by Lender and required by any Rating Agency in connection therewith, all in form and substance
reasonably satisfactory to Lender, including, without limitation, the severance of this Agreement, the Security Instrument and the other
Loan Documents if requested; provided, however, that following any such amendments required by Lender (A) the total principal
amounts of the Loan (including any component notes), and the New Mezzanine Loan shall equal the total principal amount of the Loan
immediately prior to the restructuring, (B) except in the case of the occurrence of an Event of Default or a default beyond all notice and
cure periods under the New Mezzanine Loan, or of a Casualty or Condemnation that results in the payment of principal under the Loan
and/or the New Mezzanine Loan, the weighted average interest rate and all other fees and economic terms of the Loan and the New
Mezzanine Loan, if any, shall, in the aggregate, equal the Interest Rate and other fees and economic terms as in effect on the Closing
Date, and (C) except in the case of the occurrence of an Event of Default and/or a default beyond all notice and cure periods under
the New Mezzanine Loan, or of a Casualty or Condemnation that results in the payment of principal under the Loan and/or the New
Mezzanine Loan, the aggregate debt service payments on the Loan and the New Mezzanine Loan and all other fees and economic terms
shall equal the aggregate debt service payments and other fees and economic terms which would have been payable under the Loan had
the restructuring not occurred.

(c) Lender shall pay all of its and Borrower’s actual out-of-pocket costs and reasonable expenses incurred
in connection with the transactions contemplated by this Section 9.4.

(d) In the event Borrower fails to execute and deliver such documents described in this Section 9.4 to
Lender within thirty (30) days following such written notice by Lender, and Lender sends a second notice to Borrower with respect to
the delivery of such documents containing a legend clearly marked in not less than fourteen (14) point bold face type, underlined, in all
capital letters “POWER OF ATTORNEY IN FAVOR OF LENDER DEEMED EFFECTIVE FOR EXECUTION AND DELIVERY OF
DOCUMENTS IF NO RESPONSE WITHIN 30 DAYS”, Borrower hereby absolutely and irrevocably appoints Lender as its true and
lawful attorney, coupled with an interest, in its name and stead to make and execute all documents necessary or desirable to effect such
transactions, Borrower ratifying all that such attorney shall do by virtue thereof, if Borrower fails to execute and deliver such documents
within ten (10) Business Days of delivery of such second notice. It shall be an Event of Default if Borrower fails to comply with any of
the terms, covenants or conditions of this Section 9.4 after the expiration of ten (10) Business Days after delivery of the second notice
thereof.
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ARTICLE X
MISCELLANEOUS

Section 10.1 Survival. This Agreement and all covenants, agreements, representations and warranties made herein and in
the certificates delivered pursuant hereto shall survive the making by Lender of the Loan and the execution and delivery to Lender of the
Note, and shall continue in full force and effect so long as all or any of the Obligations are outstanding and unpaid, unless a longer period
is expressly set forth herein or in the other Loan Documents. Whenever in this Agreement any of the parties hereto is referred to, such
reference shall be deemed to include the successors and assigns of such party. All covenants, promises and agreements in this Agreement,
by or on behalf of Borrower, shall inure to the benefit of the successors and assigns of Lender.

Section 10.2 Lender’s Discretion. Whenever pursuant to this Agreement, Lender exercises any right given to it to approve
or disapprove, or any arrangement or term is to be satisfactory to Lender, the decision of Lender to approve or disapprove or to decide
whether arrangements or terms are satisfactory or not satisfactory shall (except as is otherwise specifically herein provided) be in the sole
discretion of Lender and shall be final and conclusive.

Section 10.3 Governing Law.

(a) THIS AGREEMENT WAS NEGOTIATED IN THE STATE OF NEW YORK, THE LOAN WAS
MADE BY LENDER AND ACCEPTED BY BORROWER IN THE STATE OF NEW YORK, AND THE PROCEEDS OF THE LOAN
DELIVERED PURSUANT HERETO WERE DISBURSED FROM THE STATE OF NEW YORK, WHICH STATE THE PARTIES
IRREVOCABLY AND UNCONDITIONALLY AGREE HAS A SUBSTANTIAL RELATIONSHIP TO THE PARTIES AND TO THE
UNDERLYING TRANSACTION EMBODIED HEREBY, AND IN ALL RESPECTS, INCLUDING, WITHOUT LIMITING THE
GENERALITY OF THE FOREGOING, MATTERS OF CONSTRUCTION, VALIDITY AND PERFORMANCE, EACH AND ALL
OF THIS AGREEMENT, THE NOTE, THE OTHER LOAN DOCUMENTS, AND THE OBLIGATIONS ARISING HEREUNDER
AND THEREUNDER SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE
OF NEW YORK APPLICABLE TO CONTRACTS MADE AND PERFORMED IN SUCH STATE (WITHOUT REGARD TO
PRINCIPLES OF CONFLICTS OF LAWS) AND ANY APPLICABLE LAW OF THE UNITED STATES OF AMERICA, EXCEPT
THAT AT ALL TIMES THE ATTACHMENT, CREATION, PERFECTION, AND ENFORCEMENT OF THE LIENS AND SECURITY
INTERESTS CREATED UNDER THE SECURITY INSTRUMENT AND THE ASSIGNMENT OF LEASES IN FAVOR OF LENDER
IN RESPECT OF RENTS, REAL PROPERTY AND/OR PERSONAL PROPERTY SHALL BE GOVERNED BY AND CONSTRUED
ACCORDING TO THE LAW OF THE STATE IN WHICH SUCH REAL PROPERTY IS LOCATED, IT BEING UNDERSTOOD
THAT, TO THE FULLEST EXTENT PERMITTED BY THE LAW OF SUCH STATE, THE LAW OF THE STATE OF NEW YORK
SHALL GOVERN THE CONSTRUCTION, VALIDITY AND ENFORCEABILITY OF THIS AGREEMENT, THE NOTE AND
THE LOAN AND ALL OF THE OBLIGATIONS ARISING HEREUNDER OR THEREUNDER. TO THE FULLEST EXTENT
PERMITTED BY LAW, BORROWER HEREBY UNCONDITIONALLY AND IRREVOCABLY WAIVES ANY CLAIM TO ASSERT
THAT THE LAW OF ANY OTHER JURISDICTION GOVERNS THIS AGREEMENT, THE NOTE AND/OR THE LOAN, AND
THIS AGREEMENT, THE NOTE AND THE LOAN SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH
THE LAWS OF THE STATE OF NEW YORK PURSUANT TO SECTION 5-1401 OF THE NEW YORK GENERAL OBLIGATIONS
LAW.
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(b) ANY LEGAL SUIT, ACTION OR PROCEEDING AGAINST BORROWER ARISING OUT OF
OR RELATING TO THIS AGREEMENT, THE NOTE, ANY OTHER LOAN DOCUMENT OR THE ATTACHMENT, CREATION,
PERFECTION, OR ENFORCEMENT OF THE LIENS AND SECURITY INTERESTS CREATED UNDER THE SECURITY
INSTRUMENT AND THE ASSIGNMENT OF LEASES MAY AT LENDER’S OPTION BE INSTITUTED IN ANY FEDERAL OR
STATE COURT LOCATED IN NEW YORK OR HAWAII, INCLUDING WITHOUT LIMITATION, ANY STATE OR FEDERAL
COURT LOCATED IN THE COUNTY OF NEW YORK AND/OR IN THE COUNTY IN WHICH THE REAL PROPERTY
ENCUMBERED BY THE SECURITY INSTRUMENT IS LOCATED AND BORROWER WAIVES ANY OBJECTIONS WHICH IT
MAY NOW OR HEREAFTER HAVE BASED ON VENUE AND/OR FORUM NON CONVENIENS OF ANY SUCH SUIT, ACTION
OR PROCEEDING, AND BORROWER HEREBY IRREVOCABLY SUBMITS TO THE JURISDICTION OF ANY SUCH COURT
IN ANY SUIT, ACTION OR PROCEEDING. BORROWER DOES HEREBY DESIGNATE AND APPOINT:

THE LIGHTSTONE GROUP LLC
460 PARK AVENUE, 13TH FLOOR
NEW YORK, NEW YORK 10022
ATTN: JOSEPH E. TEICHMAN

AS ITS AUTHORIZED AGENT TO ACCEPT AND ACKNOWLEDGE ON ITS BEHALF SERVICE OF ANY AND ALL PROCESS
WHICH MAY BE SERVED IN ANY SUCH SUIT, ACTION OR PROCEEDING IN ANY FEDERAL OR STATE COURT, AND
AGREES THAT SERVICE OF PROCESS UPON SAID AGENT AT SAID ADDRESS AND NOTICE OF SAID SERVICE MAILED
OR DELIVERED TO BORROWER IN THE MANNER PROVIDED HEREIN SHALL BE DEEMED IN EVERY RESPECT
EFFECTIVE SERVICE OF PROCESS UPON BORROWER IN ANY SUCH SUIT, ACTION OR PROCEEDING INCLUDING
WITHOUT LIMITATION THOSE IN THE STATE OF NEW YORK. BORROWER (I) SHALL GIVE PROMPT NOTICE TO
LENDER OF ANY CHANGED ADDRESS OF ITS AUTHORIZED AGENT HEREUNDER, (II) MAY AT ANY TIME AND
FROM TIME TO TIME DESIGNATE A SUBSTITUTE AUTHORIZED AGENT WITH AN OFFICE IN NEW YORK, NEW
YORK (WHICH SUBSTITUTE AGENT AND OFFICE SHALL BE DESIGNATED AS THE PERSON AND ADDRESS FOR
SERVICE OF PROCESS), AND (III) SHALL PROMPTLY DESIGNATE SUCH A SUBSTITUTE IF ITS AUTHORIZED AGENT
CEASES TO HAVE AN OFFICE IN NEW YORK, NEW YORK OR IS DISSOLVED WITHOUT LEAVING A SUCCESSOR.
NOTHING CONTAINED HEREIN SHALL AFFECT THE RIGHT OF LENDER TO SERVE PROCESS IN ANY OTHER MANNER
PERMITTED BY LAW OR TO COMMENCE LEGAL PROCEEDINGS OR OTHERWISE PROCEED AGAINST BORROWER IN
ANY JURISDICTION.
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Section 10.4 Modification, Waiver in Writing. No modification, amendment, extension, discharge, termination or waiver
of any provision of this Agreement, or of the Note, or of any other Loan Document, nor consent to any departure by Borrower therefrom,
shall in any event be effective, unless the same shall be in a writing signed by the party against whom enforcement is sought, and then
such waiver or consent shall be effective only in the specific instance, and for the purpose, for which given. Except as otherwise expressly
provided herein, no notice to, or demand on Borrower, shall entitle Borrower to any other or future notice or demand in the same, similar
or other circumstances.

Section 10.5 Delay Not a Waiver. Neither any failure nor any delay on the part of Lender in insisting upon strict
performance of any term, condition, covenant or agreement, or exercising any right, power, remedy or privilege hereunder, or under
the Note or under any other Loan Document, or any other instrument given as security therefor, shall operate as or constitute a waiver
thereof, nor shall a single or partial exercise thereof preclude any other future exercise, or the exercise of any other right, power, remedy
or privilege. In particular, and not by way of limitation, by accepting payment after the due date of any amount payable under this
Agreement, the Note or any other Loan Document, Lender shall not be deemed to have waived any right either to require prompt payment
when due of all other amounts due under this Agreement, the Note or the other Loan Documents, or to declare a default for failure to
effect prompt payment of any such other amount.

Section 10.6 Notices. All notices, consents, approvals and requests required or permitted hereunder or under any other
Loan Document shall be given in writing and shall be effective for all purposes if hand delivered or sent by (a) certified or registered
United States mail, postage prepaid, return receipt requested or (b) expedited prepaid delivery service, either commercial or United States
Postal Service, with proof of attempted delivery, and by telecopier (with answer back acknowledged), addressed as follows (or at such
other address and Person as shall be designated from time to time by any party hereto, as the case may be, in a notice to the other parties
hereto in the manner provided for in this Section 10.6):

If to Lender: TH Commercial Mortgage LLC
c/o Two Harbors Investment Corp.
601 Carlson Parkway, Suite 1400
Minnetonka, Minnesota 55305
Attention: General Counsel
Facsimile No.: (612) 629-2501

With a copy to: Haynes and Boone, LLP
30 Rockefeller Plaza, 26th Floor
New York, New York, 10112
Attention: Carolyn Sullivan, Esq.
Email: Carolyn.Sullivan@haynesboone.com
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If to Borrower: c/o Behringer Harvard
The Lightstone Group
460 Park Avenue
New York, NY 10022
Attention: Alan Liu and Tom Kennedy
Facsimile No.: 212-751-2494

With a copy to: JMI Realty LLC
111 Congress Avenue, Suite 2600
Austin, Texas 78701
Attention: Gregory W. Clay and Bryant Burke, Esq.
Facsimile No.: (858) 350-1874

And a copy to: The Lightstone Group
1985 Cedar Bridge Ave., Suite 1
Lakewood, New Jersey 08701
Attention: Joseph E. Teichman, Esq.
Facsimile No.: (732) 612-1444

And a copy to: Eckert Seamans Cherin & Mellott, LLC
600 Grant Street, 44th Floor
Pittsburgh, Pennsylvania 15219
Attention: Timothy Q. Hudak, Esq.
Facsimile No.: (412) 566-6099

A notice shall be deemed to have been given: in the case of hand delivery, at the time of delivery; in the case of registered or certified
mail, when delivered or the first attempted delivery on a Business Day; or in the case of expedited prepaid delivery, upon the first
attempted delivery on a Business Days; or in the case of telecopy, upon sender’s receipt of a machine-generated confirmation of successful
transmission after advice by telephone to recipient that a telecopy notice is forthcoming; provided, however, if such telecopy is sent at any
time other than normal business hours on a Business Day at the location of receipt, same shall be deemed delivered on the next Business
Day. Any failure to deliver a notice by reason of a change of address not given in accordance with this Section 10.6, or any refusal to
accept a notice, shall be deemed to have been given when delivery was attempted. Any notice required or permitted to be given by any
party hereunder or under any other Loan Document may be given by its respective counsel. Additionally, any notice required or permitted
to be given by Lender hereunder or under any other Loan Document may also be given by the Servicer.
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Section 10.7 Trial by Jury. BORROWER HEREBY AGREES NOT TO ELECT A TRIAL BY JURY OF ANY ISSUE
TRIABLE OF RIGHT BY JURY, AND WAIVES ANY RIGHT TO TRIAL BY JURY FULLY TO THE EXTENT THAT ANY
SUCH RIGHT SHALL NOW OR HEREAFTER EXIST WITH REGARD TO THE LOAN DOCUMENTS, OR ANY CLAIM,
COUNTERCLAIM OR OTHER ACTION ARISING IN CONNECTION THEREWITH. THIS WAIVER OF RIGHT TO TRIAL BY
JURY IS GIVEN KNOWINGLY AND VOLUNTARILY BY BORROWER, AND IS INTENDED TO ENCOMPASS INDIVIDUALLY
EACH INSTANCE AND EACH ISSUE AS TO WHICH THE RIGHT TO A TRIAL BY JURY WOULD OTHERWISE ACCRUE.
LENDER IS HEREBY AUTHORIZED TO FILE A COPY OF THIS PARAGRAPH IN ANY PROCEEDING AS CONCLUSIVE
EVIDENCE OF THIS WAIVER BY BORROWER.

Section 10.8 Headings. The Article and/or Section headings and the Table of Contents in this Agreement are included herein
for convenience of reference only and shall not constitute a part of this Agreement for any other purpose.

Section 10.9 Severability. Wherever possible, each provision of this Agreement shall be interpreted in such manner as to be
effective and valid under applicable law, but if any provision of this Agreement shall be prohibited by or invalid under applicable law,
such provision shall be ineffective to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or
the remaining provisions of this Agreement.

Section 10.10 Preferences. Lender shall have the continuing and exclusive right to apply or reverse and reapply any and all
payments by Borrower to any portion of the Debt. To the extent Borrower makes a payment or payments to Lender, which payment or
proceeds or any part thereof are subsequently invalidated, declared to be fraudulent or preferential, set aside or required to be repaid to
a trustee, receiver or any other party under any bankruptcy law, state or federal law, common law or equitable cause, then, to the extent
of such payment or proceeds received, the Obligations hereunder or part thereof intended to be satisfied shall be revived and continue in
full force and effect, as if such payment or proceeds had not been received by Lender.

Section 10.11 Waiver of Notice. Borrower hereby expressly waives, and shall not be entitled to, any notices of any nature
whatsoever from Lender except with respect to matters for which this Agreement or the other Loan Documents specifically and expressly
provide for the giving of notice by Lender to Borrower and except with respect to matters for which Borrower is not, pursuant to
applicable Legal Requirements, permitted to waive the giving of notice.

Section 10.12 ~ Remedies of Borrower. In the event that a claim or adjudication is made that Lender or its agents have acted
unreasonably or unreasonably delayed acting in any case where by law or under this Agreement or the other Loan Documents Lender or
such agent, as the case may be, has an obligation to act reasonably or promptly, Borrower agrees that neither Lender nor its agents shall
be liable for any monetary damages, and Borrower’s sole remedies shall be limited to commencing an action seeking injunctive relief or
declaratory judgment. The parties hereto agree that any action or proceeding to determine whether Lender has acted reasonably shall be
determined by an action seeking declaratory judgment. Further, it is agreed Lender shall not be in default under this Agreement, or under
any other Loan Document, unless a written notice specifically setting forth the claim of Borrower shall have been given to Lender within
thirty (30) days after Borrower first had knowledge of the occurrence of the event which Borrower alleges gave rise to such claim and
Lender does not remedy or cure the default, if any there be, promptly thereafter. Failure to give such notice shall constitute a waiver of
such claim.
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Section 10.13 Expenses; Indemnity

(a) Borrower covenants and agrees to pay or, if Borrower fails to pay, to reimburse, Lender upon receipt of
notice from Lender for all costs and expenses (including reasonable attorneys’ fees and disbursements) incurred by Lender in connection
with (i) the preparation, negotiation, execution and delivery of this Agreement and the other Loan Documents and the consummation
of the transactions contemplated hereby and thereby and all the costs of furnishing all opinions by counsel for Borrower (including
without limitation any opinions requested by Lender as to any legal matters arising under this Agreement or the other Loan Documents
with respect to the Property or any portion thereof); (ii) Borrower’s ongoing performance of and compliance with Borrower’s respective
agreements and covenants contained in this Agreement and the other Loan Documents on its part to be performed or complied with after
the Closing Date, including, without limitation, confirming compliance with environmental and insurance requirements; (iii) Lender’s
ongoing performance and compliance with all agreements and conditions contained in this Agreement and the other Loan Documents on
its part to be performed or complied with after the Closing Date; (iv) the negotiation, preparation, execution, delivery and administration
of any consents, amendments, waivers or other modifications to this Agreement and the other Loan Documents and any other documents
or matters requested by Lender; (v) securing Borrower’s compliance with any requests made pursuant to the provisions of this Agreement;
(vi) the filing and recording fees and expenses, title insurance and reasonable fees and expenses of counsel for providing to Lender
all required legal opinions, and other similar expenses incurred in creating and perfecting the Liens in favor of Lender pursuant to
this Agreement and the other Loan Documents; (vii) enforcing or preserving any rights, either in response to third-party claims or in
prosecuting or defending any action or proceeding or other litigation, in each case against, under or affecting Borrower, this Agreement,
the other Loan Documents, the Property or any portion thereof, or any other security given for the Loan; and (viii) enforcing any
obligations of or collecting any payments due from Borrower under this Agreement, the other Loan Documents or with respect to the
Property or any portion thereof (including any fees and expenses reasonably incurred by or payable to Servicer or a trustee in connection
with the transfer of the Loan to a special servicer upon Servicer’s anticipation of a Default or Event of Default, liquidation fees, workout
fees, special servicing fees, operating advisor fees or any other similar fees and interest payable on advances made by the Servicer with
respect to delinquent debt service payments or expenses of curing Borrower’s defaults under the Loan Documents), or in connection
with any refinancing or restructuring of the credit arrangements provided under this Agreement in the nature of a “work-out” or of any
insolvency or bankruptcy proceedings or any other amounts required under Section 9.3; provided, however, that Borrower shall not be
liable for the payment of any such costs and expenses to the extent the same arise by reason of the gross negligence, illegal acts, fraud or
willful misconduct of Lender or as otherwise expressly provided in Section 9.4 hereof. Any cost and expenses due and payable to Lender
may be paid from any amounts in the Clearing Account or the Cash Management Account, as applicable.
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(b) Borrower shall indemnify, defend and hold harmless the Indemnified Parties from and against any and
all Losses that may be imposed on, incurred by, or asserted against any Indemnified Party in any manner relating to or arising out of
(1) any breach by Borrower of its Obligations under, or any material misrepresentation by Borrower contained in, this Agreement or the
other Loan Documents, or (ii) the use or intended use of the proceeds of the Loan (the liabilities, losses, costs, expenses and other matters
described in this subparagraph (b), collectively, the “Indemnified Liabilities”); provided, however, that Borrower shall not have any
obligation to an Indemnified Party hereunder to the extent that such Indemnified Liabilities arise from the gross negligence, illegal acts,
fraud or willful misconduct of such Indemnified Party. To the extent that the undertaking to indemnify, defend and hold harmless set forth
in the preceding sentence may be unenforceable because it violates any law or public policy, Borrower shall pay the maximum portion
that it is permitted to pay and satisfy under applicable law to the payment and satisfaction of all Indemnified Liabilities incurred by the
Indemnified Parties.

(c) Borrower covenants and agrees to pay or, if Borrower fails to pay, to reimburse Lender for, any fees
and expenses incurred by any Rating Agency in connection with any Rating Agency review of the Loan, the Loan Documents or any
transaction contemplated thereby or any consent, approval, waiver or confirmation obtained from such Rating Agency pursuant to the
terms and conditions of this Agreement or any other Loan Document and Lender shall be entitled to require payment of such fees and
expenses as a condition precedent to the obtaining of any such consent, approval, waiver or confirmation.

(d) Borrower shall indemnify, defend and hold harmless each Indemnified Party against any Losses to
which each such Indemnified Party may become subject (i) in connection with any indemnification to the Rating Agencies in connection
with issuing, monitoring or maintaining the Securities and (ii) insofar as such Losses so incurred arise out of or are based upon any
untrue statement of any material fact in any information provided by or on behalf of the Borrower or Guarantor to the Rating Agencies,
if any (the “Covered Rating Agency Information”) or arise out of or are based upon the omission to state a material fact in the Covered
Rating Agency Information required to be stated therein or necessary in order to make the statements in the Covered Rating Agency
Information, in light of the circumstances under which they were made, not misleading, except to the extent such Losses arise from the
gross negligence or willful misconduct of such Indemnified Party.

Section 10.14 Schedules Incorporated. The Schedules annexed hereto are hereby incorporated herein as a part of this
Agreement with the same effect as if set forth in the body hereof.

Section 10.15 Offsets, Counterclaims and Defenses. Any assignee of Lender’s interest in and to this Agreement, the Note
and the other Loan Documents shall take the same free and clear of all offsets, counterclaims or defenses, which are unrelated to such
documents that Borrower may otherwise have against any assignor of such documents, and no such unrelated counterclaim or defense
shall be interposed or asserted by Borrower in any action or proceeding brought by any such assignee upon such documents, and any
such right to interpose or assert any such unrelated offset, counterclaim or defense in any such action or proceeding is hereby expressly
waived by Borrower.

Section 10.16 No Joint Venture or Partnership: No Third Party Beneficiaries.

(a) Borrower and Lender intend that the relationships created hereunder and under the other Loan
Documents be solely that of borrower and lender. Nothing herein or therein is intended to create a joint venture, partnership, tenancy-in-
common, or joint tenancy relationship between Borrower and Lender nor to grant Lender any interest in the Property other than that of
mortgagee, beneficiary or lender.
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(b) This Agreement and the other Loan Documents are solely for the benefit of Lender and Borrower and
nothing contained in this Agreement or the other Loan Documents shall be deemed to confer upon anyone other than Lender and
Borrower any right to insist upon or to enforce the performance or observance of any of the Obligations contained herein or therein. All
conditions to the obligations of Lender to make the Loan hereunder are imposed solely and exclusively for the benefit of Lender and
no other Person shall have standing to require satisfaction of such conditions in accordance with their terms or be entitled to assume
that Lender will refuse to make the Loan in the absence of strict compliance with any or all thereof and no other Person shall under any
circumstances be deemed to be a beneficiary of such conditions, any or all of which may be freely waived in whole or in part by Lender
if, in Lender’s sole discretion, Lender deems it advisable or desirable to do so.

Section 10.17 Publicity. All news releases, publicity or advertising by Borrower or its Affiliates through any media intended
to reach the general public that refers to the Loan Documents or the financing evidenced by the Loan Documents, to Lender or any of its
Affiliates, shall be subject to the prior approval of Lender.

Section 10.18  Waiver of Marshalling of Assets. To the fullest extent permitted by law, Borrower, for itself and its successors
and assigns, waives all rights to a marshalling of the assets of Borrower, Borrower’s partners and others with interests in Borrower,
and of the Property, or to a sale in inverse order of alienation in the event of foreclosure of the Security Instrument, and agrees not to
assert any right under any laws pertaining to the marshalling of assets, the sale in inverse order of alienation, homestead exemption, the
administration of estates of decedents, or any other matters whatsoever to defeat, reduce or affect the right of Lender under the Loan
Documents to a sale of the Property for the collection of the Debt without any prior or different resort for collection or of the right of
Lender to the payment of the Debt out of the net proceeds of the Property in preference to every other claimant whatsoever.

Section 10.19 ~ Waiver of Counterclaim. Borrower hereby waives the right to assert a counterclaim, other than a compulsory
counterclaim, in any action or proceeding brought against it by Lender or its agents.
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Section 10.20 Conflict; Construction of Documents; Reliance. In the event of any conflict between the provisions of this
Agreement and those of any of the other Loan Documents, the provisions of this Agreement shall control. The parties hereto acknowledge
that they were represented by competent counsel in connection with the negotiation, drafting and execution of the Loan Documents and
that such Loan Documents shall not be subject to the principle of construing their meaning against the party that drafted same. Borrower
acknowledges that, with respect to the Loan, Borrower shall rely solely on its own judgment and advisors in entering into the Loan
without relying in any manner on any statements, representations or recommendations of Lender or any Affiliate of Lender. Lender shall
not be subject to any limitation whatsoever in the exercise of any rights or remedies available to it under any of the Loan Documents or
any other agreements or instruments that govern the Loan by virtue of the ownership by it or any parent, subsidiary or Affiliate of Lender
of any equity interest any of them may acquire in Borrower, and Borrower hereby irrevocably waives the right to raise any defense or
take any action on the basis of the foregoing with respect to Lender’s exercise of any such rights or remedies. Borrower acknowledges
that Lender engages in the business of real estate financings and other real estate transactions and investments that may be viewed as
adverse to or competitive with the business of Borrower or its Affiliates.

Section 10.21 Brokers and Financial Advisors. Other than the payment of any and all commissions or similar fees owed to
Jones Lang LaSalle Americas, Inc. (the “Broker”) in connection with the transactions contemplated by this Agreement, Borrower hereby
represents that it has dealt with no financial advisors, brokers, underwriters, placement agents, agents or finders in connection with the
transactions contemplated by this Agreement. Borrower hereby agrees to indemnify, defend and hold Lender harmless from and against
any and all claims, liabilities, costs and expenses of any kind (including Lender’s attorneys’ fees and expenses) in any way relating to
or arising from a claim by Broker or any other Person that such Person acted on behalf of Borrower or Lender in connection with the
transactions contemplated herein. The provisions of this Section 10.21 shall survive the expiration and termination of this Agreement and
the payment of the Debt.

Section 10.22  Prior Agreements. This Agreement and the other Loan Documents contain the entire agreement of the
parties hereto and thereto in respect of the transactions contemplated hereby and thereby, and all prior agreements, understandings and
negotiations among or between (or on behalf of) such parties, whether oral or written, including, without limitation, the non-binding term
sheet dated April 7, 2017 between Pine River Capital Management L.P. (an Affiliate of Lender) and Borrower are superseded by the
terms of this Agreement and the other Loan Documents.

Section 10.23 Cumulative Rights. All of the rights of Lender under this Agreement and under each of the other Loan
Documents, and any other agreement now or hereafter executed in connection herewith or therewith, shall be cumulative and may be
exercised singly, together, or in such combination as Lender may determine in its sole judgment.

Section 10.24  Counterparts. This Agreement may be executed in several counterparts, each of which when executed and
delivered is an original, but all of which together shall constitute one instrument. In making proof of this Agreement, it shall not be
necessary to produce or account for more than one such counterpart that is executed by the party against whom enforcement of this
Agreement is sought.

Section 10.25 Time Is of the Essence. Time is of the essence of each provision of this Agreement and the other Loan
Documents.
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Section 10.26 ~ Consent of Holder. Wherever this Agreement refers to Lender’s consent or discretion or other rights, such
references to Lender shall be deemed to refer to any holder of the Loan. The holder of the Loan may from time to time appoint a trustee
or Servicer, and Borrower shall be entitled to rely upon written instructions executed by a purported officer of the holder of the Loan as
to the extent of authority delegated to any such trustee or Servicer from time to time and determinations made by such trustee or Servicer
to the extent identified as within the delegated authority of such trustee or Servicer, unless and until such instructions are superseded by
further written instructions from the holder of the Loan.

Section 10.27 Successor Laws. Any reference in this Agreement to any statute or regulation shall be deemed to include any
successor statute or regulation.

Section 10.28  Performance by Borrower and Lender; Reliance on Third Parties. Lender may perform any of its
responsibilities hereunder through one or more agents, attorneys or independent contractors. In addition, Lender may conclusively rely
upon the advice or determinations of any such agents, attorneys or independent contractors in performing any discretionary function under
the terms of this Agreement. Wherever this Agreement refers to Borrower’s obligation to cause action by the Guarantor or the Manager
regarding the observance, performance or satisfaction of any term, provision, covenant or condition contained herein, such obligation
with respect to Borrower shall be interpreted to mean that Borrower shall not suffer or permit such party to fail to observe, perform or
satisfy any such term, provision or covenant contained herein.

Section 10.29 Reserved.

Section 10.30  Joint and Several Liability; Right of Contribution. If more than one Person has executed this Agreement
as “Borrower,” the representations, covenants, warranties and obligations of all such Persons hereunder shall be joint and several.
Each entity that constitutes Borrower (for purposes of this Section 10.30 only, each a “Borrower” and collectively, “Borrowers”)
acknowledges and agrees that it shall be jointly and severally liable for the Loan and all other Obligations arising under this Agreement
and/or any of the other Loan Documents. In furtherance thereof, each Borrower acknowledges and agrees as follows:

(@)  For the purpose of implementing the joint borrower provisions of the Loan Documents, each Borrower
hereby irrevocably appoints each other Borrower as its agent and attorney-in-fact for all purposes of the Loan Documents, including the
giving and receiving of notices and other communications.

(b)  To induce Lender to make the Loan, and in consideration thereof, each Borrower hereby agrees to
indemnify Lender against, and hold Lender harmless from, any and all liabilities, expenses, losses, damages and/or claims of damage or
injury asserted against Lender by any Borrower or by any other Person arising from or incurred by reason of reliance by Lender on any
requests or instructions from any Borrower.

(©) Each Borrower acknowledges that the liens and security interests created or granted herein and by the
other Loan Documents will secure the Obligations of all Borrowers under the Loan Documents and, in full recognition of that fact, each
Borrower consents and agrees that Lender may, at any time and from time to time, without notice or demand, and without affecting the
enforceability or security hereof or of any other Loan Document:
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(1) agree with any Borrower to supplement, modify, amend, extend, renew, accelerate, or
otherwise change the time for payment or the terms of the Obligations or any part thereof, including any increase or
decrease of the rate(s) of interest thereon;

(ii) agree with any Borrower to supplement, modify, amend or waive, or enter into or give any
agreement, approval or consent with respect to, the Obligations or any part thereof or any of the Loan Documents or
any additional security or guaranties, or any condition, covenant, default, remedy, right, representation or term thereof
or thereunder;

(iii) accept new or additional instruments, documents or agreements in exchange for or relative
to any of the Loan Documents or the Obligations or any part thereof;

@iv) accept partial payments on the Obligations;
W) receive and hold additional security or guaranties for the Obligations or any part thereof;
(vi) release, reconvey, terminate, waive, abandon, subordinate, exchange, substitute, transfer

and enforce any security for or guaranties of the Obligations, and apply any security and direct the order or manner of
sale thereof as Lender, in its sole and absolute discretion, may determine;

(vii) release any Person or any guarantor from any personal liability with respect to the
Obligations or any part thereof; or

(viii) settle, release on terms satisfactory to Lender or by operation of applicable laws or
otherwise liquidate or enforce any Obligations and any security therefor or guaranty thereof in any manner, consent
to the transfer of any such security and bid and purchase at any sale; and consent to the merger, change or any other
restructuring or termination of the corporate existence of any Borrower or any other Person, and correspondingly
restructure the obligations of such Borrower or other Person, and any such merger, change, restructuring or termination
shall not affect the liability of any Borrower or the continuing existence of any lien or security interest hereunder, or
under any other Loan Document to which any Borrower is a party, or the enforceability hereof or thereof with respect
to all or any part of the Obligations.

137

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(d) Upon the occurrence of and during the continuance of any Event of Default, Lender may enforce
this Agreement and the other Loan Documents independently as to each Borrower and independently of any other remedy or security
Lender at any time may have or hold in connection with the Obligations, and in collecting on the Loan it shall not be necessary for
Lender to marshal assets in favor of any Borrower or any other Person or to proceed upon or against and/or exhaust any other security
or remedy before proceeding to enforce this Agreement and the other Loan Documents. Each Borrower expressly waives any right to
require Lender, in connection with Lender’s efforts to obtain repayment of the Loan and Other Obligations, to marshal assets in favor
of any Borrower or any other Person or to proceed against any other Person or any collateral provided by any other Person, and agrees
that Lender may proceed against any Persons and/or collateral in such order as it shall determine in its sole and absolute discretion in
connection with Lender’s efforts to obtain repayment of the Loan and other Obligations. Lender may file a separate action or actions
against each Borrower to enforce the Obligations, whether action is brought or prosecuted with respect to any other security or against
any other Person, or whether any other Person is joined in any such action or actions. Each Borrower agrees that Lender, each Borrower
and/or any other Person may deal with each other in connection with the Obligations or otherwise, or alter any contracts or agreements
now or hereafter existing among any of them, in any manner whatsoever, all without in any way altering or affecting the security of this
Agreement or the other Loan Documents. The rights of Lender hereunder and under the other Loan Documents shall be reinstated and
revived, and the enforceability of this Agreement and the other Loan Documents shall continue, with respect to any amount at any time
paid on account of the Obligations, which thereafter shall be required to be restored or returned by Lender as a result of the bankruptcy,
insolvency or reorganization of any Borrower or any other Person, or otherwise, all as though such amount had not been paid. The
enforceability of this Agreement and the other Loan Documents at all times shall remain effective even though any or all Obligations,
or any other security or guaranty therefor, may be or hereafter may become invalid or otherwise unenforceable as against any Borrower
or any other Person and whether or not any Borrower or any other Person shall have any personal liability with respect thereto. Each
Borrower expressly waives any and all defenses to the enforcement of its Obligations under the Loan Documents now or hereafter arising
or asserted by reason of (i) any disability or other defense of any Borrower or any other Person with respect to the Obligations, (ii) the
unenforceability or invalidity of any security or guaranty for the Obligations or the lack of perfection or continuing perfection or failure
of priority of any security for the Obligations, (iii) the cessation for any cause whatsoever of the liability of any Borrower or any other
Person (other than by reason of the full and final payment and performance of all Obligations), (iv) any failure of Lender to marshal assets
in favor of any of the Borrowers or any other Person, (v) any failure of Lender to give notice of sale or other disposition of any Collateral
for the Obligations to Borrower or to any other Person or any defect in any notice that may be given in connection with any such sale
or disposition, (vi) any failure of Lender to comply in any non-material respect with applicable laws in connection with the sale or other
disposition of any collateral or other security for any Obligation, (vii) any act or omission of Lender or others that directly or indirectly
results in or aids the discharge or release of any Borrower or of any other Person or of any of the Obligations or any other security or
guaranty therefor by operation of law or otherwise, (viii) any law that provides that the obligation of a surety or guarantor must neither
be larger in amount nor in other respects more burdensome than that of the principal or which reduces a surety’s or guarantor’s obligation
in proportion to the principal obligation, (ix) any failure of Lender to file or enforce a claim in any bankruptcy or similar proceeding
with respect to any Person, (x) the election by Lender, in any bankruptcy or similar proceeding of any Person, of the application or non-
application of Section 1111(b)(2) of the Bankruptcy Code, (xi) any extension of credit or the grant of any lien under Section 364 of the
Bankruptcy Code except to the extent otherwise provided in this Agreement, (xii) any use of cash collateral under Section 363 of the
Bankruptcy Code, (xiii) any agreement or stipulation with respect to the provision of adequate protection in any bankruptcy or similar
proceeding of any Person, (xiv) the avoidance of any lien or security interest in favor of Lender securing the Obligations for any reason,
or (xv) any bankruptcy or similar proceeding commenced by or against any Person, including any discharge of, or bar or stay against
collecting, all or any of the Obligations (or any interest thereon) in or as a result of any such proceeding.

138

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

(e) Borrowers represent and warrant to Lender that they have established adequate means of obtaining
from each other, on a continuing basis, financial and other information pertaining to their respective businesses, operations and condition
(financial and otherwise) and their respective properties, and each now is and hereafter will be completely familiar with the businesses,
operations and condition (financial and otherwise) of the other and their respective properties. Each Borrower hereby expressly waives
and relinquishes any duty on the part of Lender to disclose to such Borrower any matter, fact or thing related to the businesses, operations
or condition (financial or otherwise) of the other Borrowers or the other Borrowers’ properties, whether now known or hereafter known
by Lender during the life of this Agreement. With respect to any of the Obligations, Lender need not inquire into the powers of any
Borrower or the officers, employees or other Persons acting or purporting to act on such Borrower’s behalf.

® EACH BORROWER WARRANTS AND AGREES THAT EACH OF THE WAIVERS AND
CONSENTS SET FORTH HEREIN IS MADE WITH FULL KNOWLEDGE OF ITS SIGNIFICANCE AND CONSEQUENCES,
WITH THE UNDERSTANDING THAT EVENTS GIVING RISE TO ANY DEFENSE WAIVED MAY DIMINISH, DESTROY
OR OTHERWISE ADVERSELY AFFECT RIGHTS THAT EACH OTHERWISE MAY HAVE AGAINST THE OTHER, AGAINST
LENDER OR OTHERS, OR AGAINST ANY COLLATERAL. IF ANY OF THE WAIVERS OR CONSENTS HEREIN IS
DETERMINED TO BE CONTRARY TO ANY APPLICABLE LAW OR PUBLIC POLICY, SUCH WAIVERS AND CONSENTS
SHALL BE EFFECTIVE TO THE MAXIMUM EXTENT PERMITTED BY LAW.

[THE REMAINDER OF THE PAGE IS INTENTIONALLY BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their duly authorized
representatives, all as of the day and year first above written.

OWNER BORROWER:

KAUAI COCONUT BEACH, LLC,
a Delaware limited liability company

By:
Name: Gregory W. Clay
Title: Senior Vice President

OPERATOR BORROWER:

KAUAI COCONUT BEACH OPERATOR, LLC, a Delaware
limited liability company

By:
Name: Gregory W. Clay
Title:  Senior Vice President

LENDER:

TH COMMERCIAL MORTGAGE LLC,
a Delaware limited liability company

By:
Name:
Title:
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SCHEDULE 1
[LisT OF LEASES]

Lease dated as of April 27, 2005 between Kauai Coconut Beach Operator, LLC (successor-in-interest to PK Holdings, LLC)
and Hawaiian Rainforest LLC.

License Agreement dated November 30, 2012 between Kauai Coconut Beach Operator, LLC and Activity Information Center,
Inc.
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SCHEDULE II
[REQUIRED REPAIRS]

Inspect fire extinguishers, as more particularly described under “Fire and Life Safety” in the Property Condition Report.
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SCHEDULE III
[BORROWER ORGANIZATIONAL CHART]

[Attached]
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SCHEDULE 1V
[DEPOSIT AMOUNTS]
Initial Tax Deposit: $ 144,569.08

Initial Insurance Premiums Deposit: $ 0
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SCHEDULE V
[FEDERAL TAX IDENTIFICATION NUMBERS]
1. Borrower:
(a) Kauai Coconut Beach, LLC: 27-3565726
(b) Kauai Coconut Beach Operator, LLC: 27-3565837
2. Guarantor:
(a) JMI Realty LLC: 33-0983524

(b) Behringer Harvard Opportunity REIT II, Inc.: 20-8198863
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SCHEDULE VI
[REA]

Amendment and Restatement of Declaration of Easements and Covenants, dated February 25, 1993, and recorded March 19,
1993 in the Office of the Assistant Registrar of the Land Court of the State of Hawaii, as Document No. 2007394, as amended
by that certain First Amendment to the Amended and Restated Declaration of Easements and Covenants and Consent, dated
December 9, 2003, and recorded June 21, 2004 in the Office of the Assistant Registrar of the Land Court of the State of Hawaii,
as Document No. 3124940.

Declaration of Covenants and Restrictions, dated December 14, 2004, and recorded December 14, 2004 in the Office of the
Assistant Registrar of the Land Court of the State of Hawaii, as Document No. 3206663.
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SCHEDULE VII

[AMORTIZATION SCHEDULE]

Amortization Payment Principal Loan
Month Date Due Balance
1 6/9/2020 $ (36,066) $ 43,963,934
2 7/9/2020 $ (36,277) $ 43,927,657
3 8/9/2020 $ (36,488) $ 43,891,168
4 9/9/2020 $ (36,701) $ 43,854,467
5 10/9/2020 $ (36,915) $ 43,817,552
6 11/9/2020 $ (37,131) $ 43,780,421
7 12/9/2020 $ (37,347) $ 43,743,074
8 1/9/2021 $ (37,565) $ 43,705,508
9 2/9/2021 $ (37,784) $ 43,667,724
10 3/9/2021 $ (38,005) $ 43,629,719
11 4/9/2021 $ (38,226) $ 43,591,493
12 5/9/2021 $ (38,449) $ 43,553,044
13 6/9/2021 $ (38,674) $ 43,514,370
14 7/9/2021 $ (38,899) $ 43,475,471
15 8/9/2021 $ (39,126) $ 43,436,345
16 9/9/2021 $ (39,354) $ 43,396,990
17 10/9/2021 $ (39,584) $ 43,357,406
18 11/9/2021 $ (39,815) $ 43,317,591
19 12/9/2021 $ (40,047) $ 43,277,544
20 1/9/2022 $ (40,281) $ 43,237,263
21 2/9/2022 $ (40,516) $ 43,196,748
22 3/9/2022 $ (40,752) $ 43,155,996
23 4/9/2022 $ (40,990) $ 43,115,006
24 5/9/2022 $ (41,229) $ 43,073,777
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SCHEDULE VIII
[LITIGATION]

Eugene D. Martin, et al., v. Marriott International, Inc., et al., Case No. 5CC161000135, filed September 12, 2016
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SCHEDULE IX
FORM OF U.S. TAX COMPLIANCE CERTIFICATE

Reference is hereby made to the Loan Agreement dated as of May 8, 2017 (as amended, supplemented or otherwise modified
from time to time, the “Agreement”), among KAUAI COCONUT BEACH, LLC and KAUAI COCONUT BEACH OPERATOR, LLC,
and TH COMMERCIAL MORTGAGE LLC (or its successors and assigns).

Pursuant to the provisions of Section 2.11(e) of the Agreement, the undersigned hereby certifies that (i) it is the sole record and
beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate, (ii) it
is not a bank within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a ten percent shareholder of the Borrower within the
meaning of Section §71(h)(3)(B) of the Code and (iv) it is not a controlled foreign corporation related to the Borrower as described in
Section 881(c)(3)(C) of the Code.

The undersigned has provided Borrower with a certificate of its non-U.S. Person status on IRS Form W-8BEN or W-8BEN-E,
as applicable. By executing this certificate, the undersigned agrees that (1) if the information provided on this certificate changes, the
undersigned shall promptly so inform Borrower, and (2) upon Borrower’s request the undersigned shall furnish Borrower with a properly
completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned or in
either of the two calendar years preceding such payments.

Unless otherwise defined herein, terms defined in the Agreement and used herein shall have the meanings given to them in the
Agreement.

[LENDER SIGNATURE BLOCK]

By:

Name:
Title:

Date: ,20[ ]
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SCHEDULE X
[PIP WORK]

[Attached]
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SCHEDULE XI
[PROHIBITED TRANSFEREE]
1. Cerberus Capital Management and its Affiliates

2. Five Mile Capital Partners LLC and its Affiliates

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Exhibit 10.10
EXECUTION COPY

PURCHASE AND SALE AGREEMENT
(Courtyard Kaua’i at Coconut Beach)

THIS PURCHASE AND SALE AGREEMENT (this “Agreement”) is made and entered into as of June 19, 2017 (the
“Effective Date”), by and between (i) KAUAI COCONUT BEACH, LLC, a Delaware limited liability company (“Owner”’), and KAUAI
COCONUT BEACH OPERATOR, LLC, a Delaware limited liability company (“Lessee” and collectively with Owner, “Seller”), and (ii)
KHS, LLC, a Delaware limited liability company (“Purchaser”). Seller and Purchaser are sometimes referred to herein individually as a
“Party,” and collectively as the “Parties.”

Recitals:

WHEREAS, Owner is the owner of the hotel commonly known as Courtyard Kaua’i at Coconut Beach located at 650 Aleka
Loop, Kapaa, Hawaii (the “Hotel”), as more specifically described in this Agreement;

WHEREAS, Owner leases the Hotel to Lessee, pursuant to that certain Lease Agreement dated as of May 8, 2017 (as amended
or replaced from time to time, the “Lease Agreement”); and

WHEREAS, Seller desires to sell substantially all of assets and property (as described herein) of Seller to Purchaser, and
Purchaser desires to purchase such assets and property from Seller, on the terms and conditions set forth in this Agreement.

NOW, THEREFORE, in consideration of the mutual covenants set forth in this Agreement and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties, intending to be legally bound hereby agree as
follows:

ARTICLE 1
DEFINITIONS

1.1 Definitions. In addition to the terms defined above in the introduction and recitals to this Agreement, the following terms when
used in this Agreement shall have the meanings set forth in this Section 1.1:

“Accounts Receivable” means all amounts that Lessee is entitled to receive from the Business which are not paid as of the
Closing, including charges for the use or occupancy of any guest, conference or banquet rooms or other facilities at the Hotel, any
restaurant, bar or banquet services, or any other goods or services provided by or on behalf of Seller at the Hotel.

“Affiliate” means, with respect to the Person in question, any other Person that, directly or indirectly, (i) owns or controls fifty
percent (50%) or more of the outstanding voting and/or equity interests of such Person, or (ii) controls, is controlled by or is under
common control with, the Person in question. For the purposes of this definition, the term “control” and its derivations means having the
power, directly or indirectly, to direct the management, policies or general conduct of business of the Person in question, whether by the
ownership of voting securities, contract or otherwise.

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

“Anti-Terrorism Laws” means Executive Order 13224 issued by the President of the United States, the USA PATRIOT Act, and
all other Applicable Law addressing or in any way relating to terrorist acts and acts of war.

“Applicable Law” means (i) all statutes, laws, common law, rules, regulations, ordinances, codes or other legal requirements of
any Governmental Authority, stock exchange, board of fire underwriters and similar quasi-governmental authority, and (ii) any judgment,
injunction, order or other similar requirement of any court or other adjudicatory authority, in effect at the time in question and in each
case to the extent the Person or property in question is subject to the same.

“Assumed Contracts” means the Equipment Leases, Loan Documents, IRC Agreement, Operating Agreements, Tenant Leases,
Bookings, and all other Contracts that are assumed by Purchaser at Closing pursuant to this Agreement.

“Assumed Liabilities” means the liabilities and obligations existing following the Closing Date under (i) the Loan Documents
assumed pursuant to the Loan Assumption Documents, (ii) the other Assumed Contracts, but excluding any liabilities related to any
breach or default under the Assumed Contracts which occurred prior to the Closing Date, and (iii) any Liability for which Purchaser
receives a credit pursuant to Section 10.2 (but only to the extent of such credit).

“Bookings” has the meaning set forth in Section 2.1.16.

“Books and Records™ has the meaning set forth in Section 2.1.12.

“Business” means the lodging business and all activities related thereto conducted at the Hotel, including (i) the rental of any
guest, conference or banquet rooms or other facilities at the Hotel, (ii) the operation of any restaurant, bar or banquet services, together
with all other goods and services provided at the Hotel, (iii) the rental of any commercial or retail space to tenants at the Hotel, (iv) the
maintenance and repair of the Real Property and tangible Personal Property, (v) the employment of the Employees, and (vi) the payment
of Taxes.

“Business Day” means any day other than a Saturday, Sunday or federal legal holiday. “Cap” has the meaning set forth in

Section 14.4.3.

“Casualty” has the meaning set forth in Section 13.1.
“Closing” has the meaning set forth in Section 9.1.
“Closing Date” has the meaning set forth in Section 9.1.

“Closing Date Loan Balance” has the meaning set forth in Section 7.9.1.

“Closing Date Payment” has the meaning set forth in Section 3.3.1.
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“Closing Date Reserve Balance™ has the meaning set forth in Section 7.9.1.

“Closing Statement” has the meaning set forth in Section 10.1.

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and any regulations, rulings and guidance
issued by the Internal Revenue Service.

“Competing Transaction” has the meaning set forth in Section 7.10.

“Condemnation” has the meaning set forth in Section 13.2.

“Confidential Information” has the meaning set forth in Section 7.1.1.

“Contemplated Transactions” means all of the transactions contemplated by this Agreement, including (i) the sale by Seller of
the Property to Purchaser hereunder, (ii) the execution of this Agreement and the other Transaction Documents, and (iii) the performance
by Seller and Purchaser of the covenants and obligations under this Agreement and the other Transaction Documents.

“Contracts” means, collectively, the Equipment Leases, the Operating Agreements and any other contract, agreement, deed,
warranty, power of attorney, lease, license, instrument, or other agreement or binding commitment, whether or not in written form,
relating to the Property, excluding the Tenant Leases and the Lease Agreement.

“Cut-Off Time” has the meaning set forth in Section 10.2.

“Debt Payoff Amount” means the amount of outstanding principal and accrued but unpaid interest, fees and other amounts
payable (including any prepayment penalties, if any) as of the close of business on the Closing Date of all Indebtedness of Seller, and
any other Indebtedness secured with an Encumbrance, other than a Permitted Exception on the Property, in each case, other than the
Indebtedness assumed by Purchaser under the Loan Assumption Documents.

“Deed” has the meaning set forth in Section 9.3.1(b).

“Deposit Escrow Agent” means Fidelity National Title & Escrow of Hawaii, Inc. located at City Financial Tower, 201 Merchant
Street, Suite 2100, Honolulu, Hawaii 96813.

“Deposit Escrow Agent Party” has the meaning set forth in Section 14.6.

“Due Diligence Period” has the meaning set forth in Section 4.1.1.

“Earnest Money” has the meaning set forth in Section 3.2.1.

“Employees” means, at the time in question, all persons employed full time or part time at the Hotel by Seller, Manager or their
respective Affiliates.

“Encumbrance” means any lien, charge, claim, security interest, mortgage, pledge or other encumbrance of any nature
whatsoever.
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“Environmental Laws” means any United States federal, state, local or municipal law, environmental permit, approval, common
law and any judicial or administrative interpretation thereof, including any judicial or administrative order, consent or judgment, relating
to the environment, public health, occupational health and safety, or to any Hazardous Substance, including, without limitation, (a) the
presence, use, production, generation, handling, transportation, treatment, storage, disposal, release, control or cleanup of any Hazardous
Substance, or (b) to any chemical, material or substance, human exposure to which is regulated by any Governmental Authority.

“Equipment Leases” has the meaning set forth in Section 2.1.9.

“Exchange” has the meaning set forth in Section 16.16.

“Excluded Liabilities” means all Liabilities of Seller which are not Assumed Liabilities.

“Excluded Property” has the meaning set forth in Section 2.2.

“Existing Survey” means that certain ALTA/ACSM Survey prepared by Walter P. Thompson, Inc. last revised on May 4, 2017.
“F&B” has the meaning set forth in Section 2.1.6.

“FF&E” has the meaning set forth in Section 2.1.3.

“Final Accounting” has the meaning set forth in Section 10.4.1.

“Final Adjustment Certificate” has the meaning set forth in Section 10.4.1.

“Final Prorations” has the meaning set forth in Section 10.4.1.

“Franchise Agreement” means that certain Franchise Agreement dated as of October 21, 2010 between Franchisor and Lessee,
as amended from time to time.

“Franchise Approval” has the meaning set forth in Section 7.8.1.

“Franchisor” means Marriott International, Inc. or its Affiliate.

“Fundamental Representations™ has the meaning set forth in Section 8.2.1(b).

“GAAP” means generally accepted accounting principles, consistently applied.
“Gift Certificates” means, collectively, all gift certificates, gift cards and vouchers for use at the Property.
“Governmental Authority” means any federal, state or local government or other political subdivision thereof, including any

Person exercising executive, legislative, judicial, regulatory or administrative governmental powers or functions, in each case to the extent
the same has jurisdiction over the Person or property in question.
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“Group Contracts” means Contracts for group Bookings, weddings, banquets and other group events at the Hotel.

“Guest Ledger” means all charges accrued to the open accounts of any guests or customers at the Hotel as of the Cut-Off Time
for the use or occupancy of any guest, conference or banquet rooms or other facilities at the Hotel, any restaurant, bar or banquet services,
or any other goods or services provided by or on behalf of Seller at the Hotel, including without limitation any and all taxes and credit
card fees.

“Hazardous Substances” means (i) any chemical, material or substance defined as, or included in the definition of, “hazardous
substances,” “hazardous wastes,” “hazardous materials,” “toxic substances or toxic pollutants,” “contaminants,” “toxic or hazardous
chemicals” or “pesticides” in any applicable Environmental Law, or (ii) any petroleum or petroleum product, asbestos-containing
materials, or lead-based paint, but excluding substances of kinds and in amounts ordinarily and customarily used or stored in such
properties similar to the Property for purposes of cleaning or other maintenance or operations in compliance with Environmental Laws.

2 EEINT3

“Historical Financials” means the unaudited balance sheets and statements of income of Seller as of and for the fiscal years
ended December 31, 2015 and December 31, 2016 (in each case, including the footnotes thereto, if any), and the unaudited balance sheet
and statement of income of Seller for the four (4) month period ended April 30, 2017.

“Holdback Amount” means an amount equal to the Cap.

“Holdback Escrow Agent” means Fidelity National Title & Escrow of Hawaii, Inc. located at City Financial Tower, 201
Merchant Street, Suite 2100, Honolulu, Hawaii 96813.

“Holdback Escrow Agreement” has the meaning set forth in Section 9.3.1(e).

“Hotel” has the meaning set forth in the Recitals.

“Hotel Guest Data and Information” means all guest or customer profiles, contact information (e.g., addresses, phone numbers,
facsimile numbers and email addresses), histories, preferences and any other guest or customer information in any database of Seller,
Manager or their respective Affiliates, whether obtained or derived by Seller, Manager or their respective Affiliates from guests or
customers of the Hotel or any facility associated with the Hotel.

“Improvements” has the meaning set forth in Section 2.1.2.

“Indebtedness” means (i) any liability, contingent or otherwise, of Seller (A) for borrowed money (whether or not the recourse
of the lender is to Property or only to a portion thereof and including all obligations in respect of principal, accrued interest, penalties
(including prepayment penalties), overdraft charges, fees, expenses and premiums), (B) evidenced by a bond, note, debenture or similar
instrument or letter of credit (including a purchase money obligation or other obligation relating to the deferred purchase price of
property), or (C) for reimbursement obligations under letters of credit, bank guarantees, surety bonds, performance bonds, and other
similar contractual obligations entered into by or on behalf of Seller (but solely to the extent drawn and not paid); (ii) any monetary
obligation secured by an Encumbrance to which any of the Property is subject; (iii) any lease of any property that, in conformity with
GAAP, is or should be accounted for as a capital lease on the balance sheet of Seller; (iv) obligations under interest rate, currency or
commodity derivatives or hedging transactions (valued at the termination value thereof); and (v) any guarantees of any of the foregoing.
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“Indemnification Claim” has the meaning set forth in Section 14.5.1.
“Indemnification Deductible” has the meaning set forth in Section 14.4.3.

“Indemnification Loss” means, with respect to any Indemnitee, any actual (and not contingent) liability, damage, loss, cost or
expense, including reasonable attorneys’ fees and expenses and court costs, incurred by such Indemnitee as a result of the act, omission
or occurrence in question.

“Indemnitee” has the meaning set forth in Section 14.5.1.
“Indemnitor” has the meaning set forth in Section 14.5.1.
“Inspections” has the meaning set forth in Section 4.1.2.

“Intangible Personal Property” means all intangible personal property owned by Seller with respect to the Business, including,
without limitation, goodwill, claims, approvals, warranties (expresses or implied), contract rights associated with the Assumed Contracts,
know- how, trade secrets, customer lists, membership lists, proprietary information, confidential information, proprietary processes and
formulae, databases and data collections; all source and object code, computer programs, software, algorithms, architecture, structure,
display screens, photography, layouts, inventions, development tools; rights of publicity and privacy and rights to personal information;
the content and information contained in any website, and all e-mail addresses and other internet addresses, domain names and other
similar proprietary rights used in connection with the Business, all documentation, marketing materials and media constituting, describing
or relating to the above, including, manuals, memoranda, records, pictures, photographs, digital images, video recordings, audiotapes,
film and the like.

“Inventoried Baggage” has the meaning set forth in Section 11.2.

“Inventoried Safe Deposit Boxes™ has the meaning set forth in Section 11.1.

“IRC Agreement” means that certain Interest Rate Cap Agreement dated as of May 8, 2017 between Seller and SMBC.
“IT Systems” has the meaning set forth in Section 2.1.5.
“Land” has the meaning set forth in Section 2.1.1.

Lease Agreement” has the meaning set forth in the Recitals.

“Lender” has the meaning set forth in Section 7.9.1.
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“Lender’s Liens” means all mortgages, security interests, liens and encumbrances in favor of Lender pursuant to the Loan
Documents.

“Lessee” has the meaning set forth in the Recitals.

“Liability” means any liability, obligation, damage, loss, diminution in value, cost or expense of any kind or nature whatsoever,
whether accrued or unaccrued, actual or contingent, known or unknown, foreseen or unforeseen.

“Licenses and Permits” has the meaning set forth in Section 2.1.11.

“Liquor License” means the licenses and approvals required under Applicable Law for the sale of alcoholic beverages at the
Hotel.

“Liquor License Holder” means DHC Food & Beverage Corporation, an Affiliate of Manager.

“Loan” has the meaning set forth in Section 7.9.1.

“Loan Assumption Costs” has the meaning set forth in Section 7.9.3.

“Loan Assumption Documents” has the meaning set forth in Section 7.9.1.

“Loan Cost Reimbursement Amount” has the meaning set forth in Section 7.9.3.

“Loan Documents” has the meaning set forth in Section 7.9.1.

“Management Agreement” means, collectively, that certain Management Agreement dated as of September 15, 2010 between
Lessee and Manager, and that certain Amended and Restated Food & Beverage Management Agreement dated as of October 20, 2010
between Lessee and Liquor License Holder, each as amended from time to time.

“Manager” means Davidson Hotel Company, LLC.

“Material Casualty” has the meaning set forth in Section 13.1.1.

“Material Condemnation” has the meaning set forth in Section 13.2.1.

“Material Contract” has the meaning set forth in Section 6.1.13(b).

“Mutual Closing Conditions” has the meaning set forth in Section 8.1.1.

“New Exception” has the meaning set forth in Section 5.3.3(a).

“Notice” has the meaning set forth in Section 16.1.1.

“Operating Agreements” has the meaning set forth in Section 2.1.10.
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“Ordinary Course of Business” means the ordinary course of business consistent with Seller’s past custom and practice for the
Business.

“Paid Time Off Credit” has the meaning set forth in Section 7.4.5.

“Parking License” means that certain License Agreement dated November 6, 2015 by and between Coconut Plantation Beach
Investor, LLC and Lessee.

“Payoff Letters” means letters, in form and substance reasonably satisfactory to Purchaser, setting forth the amounts and actions
required to satisfy all Indebtedness of Seller (other than the Indebtedness assumed by Purchaser under the Loan Assumption Documents)
and any broker’s fees related to the Contemplated Transactions (to the extent Seller is responsible therefor, if any), and in each case, to
obtain a release therefrom.

“Permitted Exceptions” has the meaning set forth in Section 5.3.2.

“Person” means any natural person, corporation, general or limited partnership, limited liability company, association, joint
venture, trust, estate, Governmental Authority or other legal entity, in each case whether in its own or a representative capacity.

“Personal Property” means the Property other than the Real Property.

“Phase I Report” means the Phase I Environmental Site Assessment of the Courtyard Marriott Kauai at Coconut Beach dated
May 8, 2017 prepared by EMG.

“Plans and Specifications” has the meaning set forth in Section 2.1.13.

“Prepaid Amounts” means all prepaid expenses, reserves and deposits, associated with the Assumed Contracts or held by or for
the benefit of or granted to Seller, including all event, security and escrow deposits.

“Property” has the meaning set forth in Section 2.1.
“Prorations” has the meaning set forth in Section 10.2.
“Purchase Price” has the meaning set forth in Section 3.1.

“Purchaser Closing Conditions” has the meaning set forth in Section 8.2.

“Purchaser Closing Deliveries” has the meaning set forth in Section 9.3.2.

“Purchaser Default” has the meaning set forth in Section 12.1.

“Purchaser Documents” has the meaning set forth in Section 6.2.2.

“Purchaser Due Diligence Reports” means all studies, reports and assessments prepared by any Person for or on behalf of
Purchaser (other than any internal studies, reports and assessments prepared by any of Purchaser’s employees, attorneys or accountants)
in connection with the Inspections.
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“Purchaser Indemnitees” means Purchaser and its Affiliates, and each of their respective shareholders, members, partners,
trustees, beneficiaries, directors, officers and employees, and the successors, permitted assigns, legal representatives, heirs and devisees
of each of the foregoing.

“Purchaser’s Inspectors” has the meaning set forth in Section 4.1.2.

“Purchaser’s New Objections” has the meaning set forth in Section 5.3.3(a).

“Replacement Franchise Documents” means (i) an interim Franchise Agreement between Purchaser, as owner of the Hotel,
Franchisor, as licensor, to become effective concurrently with Closing, pursuant to which Franchisor will license the “Courtyard by
Marriott” name to Purchaser (or its designated Affiliate) for use at the Hotel after the Closing, (ii) any guaranties required in connection
with such Franchise Agreement, and (iii) a term sheet between Purchaser, as owner of the Hotel, and Franchisor, as licensor, to become
effective subject to the implementation of a property improvement plan set forth therein, pursuant to which Franchisor will license the
“Sheraton” name to Purchaser (or its designated Affiliate) for use at the Hotel, in each case on terms reasonably acceptable to Purchaser.

“QI” has the meaning set forth in Section 16.16.

“Real Property” has the meaning set forth in Section 2.1.2.
“Remove” has the meaning set forth in Section 5.3.3(c).
“Reserves” has the meaning set forth in Section 7.9.1.

“Retail Merchandise” has the meaning set forth in Section 2.1.7.

“Seller Closing Conditions” has the meaning set forth in Section 8.3.1.

“Seller Closing Deliveries” has the meaning set forth in Section 9.3.1.

“Seller Default” has the meaning set forth in Section 12.1.
“Seller Documents™ has the meaning set forth in Section 6.1.2.

“Seller Due Diligence Materials™ has the meaning set forth in Section 4.1.3(a).

“Seller Indemnitees” means Seller, Manager, Liquor License Holder and their respective Affiliates, and each of their respective
shareholders, members, partners, trustees, beneficiaries, directors, officers and employees, and the successors, assigns, legal
representatives, heirs and devisees of each of the foregoing.

“Seller’s Knowledge” (and any similar phrases as they relate to Seller) means the current actual knowledge of Greg Clay and
Marc Dober.
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Seller’s Response” has the meaning set forth in Section 5.3.3(b).
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“SMBC” means SMBC Capital Markets, Inc.
“Supplies” has the meaning set forth in Section 2.1.4.
“Survival Period” has the meaning set forth in Section 6.3.

“Taxes” means any federal, state, local or foreign, real property, personal property, sales, use, gross receipts taxes (including,
without limitation, general excise taxes), room, occupancy, ad valorem or similar taxes, assessments, levies, charges or fees imposed by
any Governmental Authority on Seller with respect to the Property or the Business, including any interest, penalty or fine with respect
thereto, but excluding any federal, state, local or foreign income, capital gain, gross receipts, capital stock, franchise, profits, estate, gift
or generation skipping tax, transfer, documentary stamp, recording or similar tax, levy, charge or fee, in each case, incurred with respect
to the transaction described in this Agreement.

“Tax Return” means any return, declaration, report, claim for refund, or information return or statement relating to Taxes,
including any schedule or attachment thereto, and including any amendment thereof.

“Tenant Leases™ has the meaning set forth in Section 2.1.8.

“Third-Party Claim” means, (i) with respect to any Seller Indemnitee, any claim, demand, lawsuit, arbitration or other legal or
administrative action or proceeding against such Seller Indemnitee by any Person which is not Purchaser or an Affiliate of Purchaser, and
(ii) with respect to any Purchaser Indemnitee, any claim, demand, lawsuit, arbitration or other legal or administrative action or proceeding
against such Purchaser Indemnitee by any Person which is not Seller or an Affiliate of Seller.

“Title Commitment” has the meaning set forth in Section 5.1.

“Title Company” means Chicago Title Insurance Company located at 2828 Routh Street, Suite 800, Dallas, Texas 75201.
“Title Policy” has the meaning set forth in Section 5.4.

“Trademarks” has the meaning set forth in Section 2.1.14.

“Trade Payables” has the meaning set forth in Section 10.2.9.

“Transaction Documents” means, collectively, this Agreement, the Seller Closing Deliveries and the Purchaser Closing
Deliveries.

“Unpermitted Exceptions” has the meaning set forth in Section 5.3.2.

“Updated Survey” means an updated Existing Survey (or a new survey of the Real Property) ordered and paid for solely by
Purchaser and completed and obtained by Purchaser during the Due Diligence Period.
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“WARN Act” means the Worker’s Adjustment and Retraining Notification Act, 29 U.S.C. § 2101, et seq., as well as the rules
and regulations thereto, set forth in 20 CFR 639, et seq., and any similar state and local laws, as amended from time to time, and any
regulations, rules and guidance issued pursuant thereto.

“Warranties” has the meaning set forth in Section 2.1.15.

ARTICLE I
THE PROPERTY AND LIABILITIES

2.1 Description of the Property. Subject to the terms set forth in this Agreement, at the Closing, Seller shall sell, convey, transfer,
assign and deliver to Purchaser, and Purchaser shall purchase and accept from Seller, free and clear of all Encumbrances, other than
Permitted Exceptions, all property and assets of Seller, including, without limitation, the property and assets set forth in this Section 2.1,
but expressly excluding the Excluded Property (collectively, the “Property”):

2.1.1. Land. The land described in Schedule 2.1.1, together with all appurtenant easements and any other rights and interests
appurtenant thereto (the “Land”);

2.1.2.  Improvements. All buildings, structures and other improvements located on or affixed to the Land and all fixtures on
the Land which constitute real property under Applicable Law (the “Improvements”; the Land and the Improvements are referred to
collectively herein as the “Real Property”);

2.1.3.  FF&E. All fixtures (other than those which constitute Improvements), furniture, furnishings, equipment, machinery,
tools, vehicles, appliances, art work and other items of tangible personal property which are located at the Hotel and used exclusively
in the Business, or ordered for future use at the Hotel as of the Closing, other than the Supplies, IT Systems, F&B, Retail Merchandise,
Books and Records and Plans and Specifications (the “FF&E”);

2.1.4.  Supplies. All china, glassware and silverware, linens, uniforms, engineering, maintenance, cleaning and housekeeping
supplies, matches and ashtrays, soap and other toiletries, stationery, menus, directories and other printed materials, and all other similar
supplies and materials, which are located at the Hotel or ordered for future use at the Hotel as of the Closing (the “Supplies™);

2.1.5. IT Systems. All computer hardware, telecommunications and information technology systems located at the Hotel, and
all computer software used at the Hotel (subject to the terms of the applicable license agreement), to the extent the same are transferable
or the Parties obtain any consent necessary to effectuate such a transfer (the “IT Systems™);

2.1.6. Food and Beverage. All food and beverages (alcoholic and non-alcoholic) which are located at the Hotel (whether
opened or unopened), or ordered and paid for by Seller for future use at the Hotel as of the Closing, including all food and beverages
located in the guest rooms (the “F&B”);
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2.1.7. Retail Merchandise. All merchandise located at the Hotel and held for sale to guests and customers of the Hotel, or
ordered for future sale and paid for by Seller at the Hotel as of the Closing, including the inventory held for sale in any gift shop or
newsstand operated by Seller or Manager at the Hotel, but expressly excluding the F&B (the “Retail Merchandise™);

2.1.8. Tenant Leases. All leases, subleases, licenses, concessions and similar agreements granting to any other Person the
right to use or occupy any portion of the Real Property described in Schedule 2.1.8, other than the Lease Agreement, the Management
Agreement and Bookings, together with all security deposits held by Seller thereunder (the “Tenant Leases™);

2.1.9. Equipment Leases. All leases and purchase money security agreements for any equipment, machinery, vehicles,
furniture or other personal property located at the Hotel which are held by Seller and used exclusively in the Business described in
Schedule 2.1.9, together with all deposits made by Seller thereunder (the “Equipment Leases”);

2.1.10. Operating Agreements; Parking License. All maintenance, repair, improvement, service and supply contracts, credit
card service agreements, and all other agreements for goods or services, described in Schedule 2.1.10, including, without limitation, the
Parking License, which are held by Seller in connection with the Business, other than Equipment Leases, Tenant Leases, Bookings, and
Licenses and Permits (the “Operating Agreements”);

2.1.11. Licenses and Permits. All licenses, permits, consents, authorizations, approvals, registrations and certificates issued by
any Governmental Authority which are held by Seller with respect to the Hotel, including the construction, use or occupancy of the Hotel
or the Business, together with any deposits made by Seller thereunder, to the extent the same and such deposits are transferable or the
Parties obtain any consent necessary to effectuate such a transfer, but expressly excluding any Liquor License to the extent it cannot be
transferred under Applicable Law (the “Licenses and Permits™);

2.1.12. Books and Records. All books and records located at the Hotel which relate exclusively to the Hotel or the Business,
including all Hotel Guest Data and Information, to the extent transferable to Purchaser, but expressly excluding (i) all documents and
other materials that are legally privileged or constitute attorney work product, or are subject to an Applicable Law or a confidentiality
agreement prohibiting their disclosure by Seller, (ii) corporate or other entity governance records, (iii) Employee personnel files (if any),
and (iv) memoranda, analysis, correspondence and similar documents and materials prepared by or for Seller or any of its Affiliates in
connection with the transaction described in this Agreement (the “Books and Records™);

2.1.13. Plans and Specifications. All plans and specifications, blue prints, architectural plans, engineering diagrams and similar
items located at the Hotel which relate exclusively to the Hotel, to the extent the same are transferable (the “Plans and Specifications”);

2.1.14. Trademarks; Intellectual Property. Excluding any such rights granted to Seller pursuant to Franchise Agreement, all
trademarks, tradenames and servicemarks used by Seller or Manager in the operation of the Business (the “Trademarks”), including, if
applicable, causing Manager to transfer such Trademarks to Purchaser, and all other intellectual property of Seller;
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2.1.15. Warranties. All warranties and guaranties held by Seller with respect to any Improvements or Personal Property, to the
extent the same are transferable or the Parties obtain any consent necessary to effectuate such a transfer (the “Warranties™);

2.1.16. Bookings. All bookings and reservations for guest, conference and banquet rooms or other facilities at the Hotel as of
the Closing, together with all deposits held by Seller with respect thereto (the “Bookings™);

2.1.17. Cash on Hand. All cash on hand or on deposit in any house bank;

2.1.18. Prepaid Amounts. Any Prepaid Amounts not otherwise included above;

2.1.19. Entitlements and Development Approvals. All licenses, certificates, permits, entitlements, development rights,
consents, authorizations, registrations, certificates, notices, permits and rights required or requested by any Governmental Authority in

connection with the any previous redevelopment of the Hotel and any future redevelopment rights thereunder, to the extent transferable
under Applicable Law;

2.1.20. Accounts Receivable. The Accounts Receivable and Guest Ledger; and

2.1.21. Other Intangible Personal Property. All other Intangible Personal Property of Seller and goodwill associated therewith
to the extent transferable.

2.2 Excluded Property. Notwithstanding anything to the contrary in Section 2.1, the property, assets, rights and interests set forth
in this Section 2.2 (the “Excluded Property”) shall not be transferred, assigned or conveyed to Purchaser, and shall be excluded from the
Property:

2.2.1.  Account Cash. Except for deposits and cash on hand expressly included in Section 2.1 all operating account or other
account or reserve maintained in connection with the Business, together with any and all credit card charges, checks and other instruments
which Seller has submitted for payment as of the Closing;

2.2.2. Third-Party Property. Any fixtures, personal property or intellectual property owned by (i) the lessor under any
Equipment Leases, (ii) the supplier, vendor, licensor or other party under any Operating Agreements or Licenses and Permits, (iii) the
tenant under any Tenant Leases, (iv) Manager or Liquor License Holder, (v) any Employees, (vi) any guests or customers of the Hotel, or
(vii) Franchisor;

2.2.3. Management Agreement. The Management Agreement, which shall be terminated by Seller at Closing at Seller’s cost
and expense;

2.2.4. Franchise Agreement. The Franchise Agreement, which shall be terminated by Seller at Closing at Seller’s cost and
expense so long as Purchaser satisfies its obligations set forth in Section 7.8;

2.2.5. Lease Agreement. The Lease Agreement, which shall be terminated by Seller at Closing at Seller’s cost and expense;
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2.2.6. Liquor License. To the extent not transferrable, the Liquor License; and

2.2.7. Equity Interests and Seller Rights. The rights of Seller under this Agreement, Owner’s membership interests in Lessee,
and Seller’s seal, minute book and member records book.

2.3 Assumed Liabilities. At the Closing, Purchaser will assume and agree to pay or perform, as the case may be, the Assumed
Liabilities.
2.4 Excluded Liabilities. Notwithstanding anything to the contrary, Purchaser shall assume no Liabilities of Seller of any nature

other than the Assumed Liabilities. Seller shall retain all Liabilities of Seller other than the Assumed Liabilities.

2.5 Non-Assignment of Certain Assigned Agreements. To the extent that Seller’s rights under any Assumed Contract may not be
assigned to Purchaser without the consent of another Person that has not been obtained, this Agreement shall not constitute an agreement
to assign the same if an attempted assignment would constitute a breach thereof or be unlawful. If any such consent shall not be obtained
or if any attempted assignment would be ineffective or would impair Purchaser’s rights under the Assumed Contract in question so that
Purchaser would not in effect acquire the benefit of all such rights, Seller, to the extent permitted by law and the Assumed Contract, shall
act (for up to thirty (30) days after the Closing and at no cost or liability to Seller) as Purchaser’s agent in order to obtain for it the benefits
thereunder.

ARTICLE IIT
PURCHASE PRICE

3.1 Purchase Price. The purchase price for the Property is $62,000,000 (the “Purchase Price”), which shall be adjusted at Closing
for the Prorations pursuant to Section 10.2, the Guest Ledger pursuant to Section 10.3, and as otherwise expressly provided in this
Agreement, and shall be paid in accordance with Section 9.3.2(a).

3.2 Earnest Money.

3.2.1. Deposit of Earnest Money. Purchaser shall deposit with Deposit Escrow Agent $4,000,000 (together with any interest
earned thereon, the “Earnest Money”) within two (2) Business Days after the Effective Date. If, in accordance with Section 4.1.1,
Purchaser elects to terminate this Agreement during the Due Diligence Period, the Earnest Money shall be refunded to Purchaser. If
Purchaser elects to proceed to Closing by failing to deliver a Termination Notice prior to the expiration of the Due Diligence Period, then,
the Earnest Money shall be non- refundable to Purchaser, except as otherwise expressly provided in this Agreement.

3.2.2. Investment of Earnest Money. Upon receipt by Deposit Escrow Agent of the Earnest Money, Deposit Escrow Agent
shall cause the same to be deposited into an interest bearing account at an institution selected by Deposit Escrow Agent.

3.2.3. Disbursement of Earnest Money at Closing. At Closing, Purchaser shall cause Deposit Escrow Agent to disburse the
Earnest Money to Seller, and Purchaser shall receive a credit against the Purchase Price in the amount of the Earnest Money disbursed to
Seller. This Section 3.2.3 shall survive the termination of this Agreement.
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3.2.4. Disbursement of Earnest Money Following Termination. In the event this Agreement is terminated by Purchaser or by
Seller in accordance with this Agreement, all or a portion of the Earnest Money Deposit shall be refunded or disbursed by the Deposit
Escrow Agent based upon the applicable events giving rise to such termination as set forth in this Agreement. Upon any termination of
this Agreement, Purchaser or Seller, as applicable, may provide written notice to the Deposit Escrow Agent to disperse the Earnest Money
in accordance with the terms hereof. Upon receipt of such notice, the Deposit Escrow Agent shall provide written notice in accordance
with the terms hereof to the other Party, and so long as the other Party does not object to such disbursement within three (3) Business
Days of receipt of such notice, the Deposit Escrow Agent may proceed to disperse the Earnest Money as requested by Purchaser or Seller,
as applicable.

33 Payment of Purchase Price.

3.3.1. Payment at Closing. At Closing:

(a) Purchaser shall pay to Seller an amount equal to the Purchase Price (as adjusted pursuant to Section 3.1), plus the
Loan Cost Reimbursement Amount, plus the Closing Date Reserve Balance, less the Closing Date Loan Balance, less the Holdback
Amount paid to the Holdback Escrow Agent, less any Debt Payoff Amount, less the Earnest Money disbursed to Seller (the “Closing

Date Payment”);

(b) Purchaser shall pay the Holdback Amount to the Holdback Escrow Agent solely for purposes of securing Seller’s
obligations under Article X and Article XIV, to be held during the Survival Period in accordance with the terms of the Holdback Escrow
Agreement; and

(c) Purchaser shall pay any Debt Payoff Amount in cash by wire transfer of immediately available funds to the
appropriate lenders in accordance with the Payoff Letters.

3.3.2. Method of Payment. All amounts to be paid by Purchaser to Seller pursuant to this Agreement shall be paid by wire
transfer of immediately available U.S. dollars.

3.4 Allocation of Purchase Price. The Parties shall use reasonable efforts to agree, prior to Closing, upon an allocation of the
Purchase Price among the Land, the Improvements and the Personal Property for federal, state and local tax purposes. If the Parties cannot
agree upon such allocation of the Purchase Price, (a) each Party shall file federal, state and local tax returns based on each Party’s own
determination of the proper allocation of the Purchase Price, each bearing its own consequences with respect to any discrepancies, and
(b) Seller’s proposed allocation to Real Property shall be used for purposes of determining any transfer tax payable at Closing.
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ARTICLE 1V
CONTINGENCIES

4.1 Due Diligence.

4.1.1. Due Diligence Contingency. Purchaser shall have a period from May 2, 2017 until 5:00 p.m. (Hawaii Time) on June
19, 2017 (the “Due Diligence Period”) to perform its due diligence review of the Property and all matters related thereto which Purchaser
deems advisable, including any engineering, environmental, title, survey, financial, operational and legal compliance matters relating to
the Property. At any time during the Due Diligence Period, Purchaser may, in its sole discretion, elect to terminate this Agreement by
providing written notice thereof to Seller and Deposit Escrow Agent (a “Termination Notice™), in which event the Earnest Money shall
be refunded to Purchaser in accordance with Section 3.2.4 and Purchaser and Seller shall have no further obligation to or recourse against
each other except for those expressly stated to survive the termination of this Agreement. If, at the end of the Due Diligence Period, Seller
has not received a Termination Notice (with a copy to Deposit Escrow Agent), then Purchaser shall have no further right to terminate this
Agreement except as expressly provided otherwise elsewhere in this Agreement.

4.1.2. Due Diligence Inspections. Purchaser shall have the right to perform such examinations, tests, investigations and
studies of the Property (the “Inspections™) as Purchaser reasonably deems advisable, in accordance with this Section 4.1.2. Purchaser
may conduct the Inspections with its officers, employees, contractors, consultants, agents or representatives (“Purchaser’s Inspectors™);
provided, however, that Purchaser shall cause the Purchaser’s Inspectors to comply with the provisions regarding Confidential
Information set forth in Section 7.1. Seller shall provide reasonable access to the Property for Purchaser’s Inspectors to perform the
Inspections; provided, however, that (i) Purchaser shall provide Seller with at least twenty-four (24) hours prior notice of each of the
Inspections; (ii) Purchaser’s Inspectors shall be accompanied by an employee, agent or representative of Seller, which Seller shall make
available; (iii) the Inspections shall be conducted by Purchaser’s Inspectors during business hours; (iv) Purchaser’s Inspectors shall not
perform any drilling, coring or other invasive testing, without Seller’s prior written consent, which may be withheld it its sole discretion;
(v) Purchaser’s right to perform the Inspections shall be subject to the rights of tenants, guests and customers at the Hotel; and (vi) the
Inspections shall not unreasonably interfere with the Business.

4.1.3. Seller’s Due Diligence Materials.

(a) To the extent in Seller’s possession, Seller shall provide to Purchaser promptly upon request by Purchaser, or
make available to Purchaser at the Hotel for review and copying by Purchaser, due diligence materials relating to the Property that are
reasonably requested by Purchaser. All documents and materials provided by Seller to Purchaser pursuant to this Agreement, together
with any copies or reproductions of such documents or materials, are referred to collectively herein as the “Seller Due Diligence
Materials.” This provision shall survive the Closing.
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(b) If this Agreement is terminated, Purchaser shall, upon written request from Seller, (i) return all original Seller Due
Diligence Materials provided to Purchaser by or on behalf of Seller, and destroy all other Seller Due Diligence Materials, and (ii) cause
all Persons to whom Purchaser has provided any Seller Due Diligence Materials to return any original Seller Due Diligence Materials to
Purchaser, and destroy all other Seller Due Diligence Materials.

4.1.4. Inspections Indemnification. Purchaser shall defend, indemnify and hold harmless the Seller Indemnitees in accordance
with Article XIV from and against any Indemnification Loss (excluding discovery of any pre-existing condition of the Property) incurred
by any Seller Indemnitee resulting from the Inspections. At Seller’s request, Purchaser, at its cost and expense, shall repair any damage
to the Property or any other property owned by a Person other than Purchaser (including any Excluded Property) resulting from the
Inspections, and restore the Property or such other third party property (including any Excluded Property) to the same condition as
existed prior to such Inspections, except to the extent caused by Seller, or replace the Property or such third party property with property
(including any Excluded Property) of the same quantity and quality. This Section 4.1.4 shall survive the termination of this Agreement.

ARTICLE V
TITLE TO THE PROPERTY

5.1 Title Commitment. Purchaser has received a current title insurance commitment dated June 8, 2017 from the Title Company for
an ALTA owner’s title insurance policy covering the Real Property, together with copies of all documents referenced therein (the “Title
Commitment”).

5.2 Survey. Purchaser has received Seller’s existing ALTA survey for the Property (the “Existing Survey”). Purchaser shall have the
right during the Due Diligence Period to obtain an updated survey (the “Updated Survey”). Any Updated Survey obtained by Purchaser
shall be prepared by a duly licensed surveyor, in accordance with the ALTA/ACSM Minimum Standard Detail Requirements for Land
Title Surveys, certified to Seller, Purchaser and the Title Company, and shall otherwise be in accordance with such standards as are
required by the Title Company in order to issue the Title Policy. In the event Purchaser does not obtain an Updated Survey prior to the
expiration of the Due Diligence Period and the Title Company determines that the Existing Survey is insufficient to permit the Title
Company to remove or insure over any survey exception in the Title Commitment, then Seller shall have no obligation to cause the Title
Company to remove or insure over any such survey exception, and such exception shall constitute a Permitted Exception.

53 Exceptions to Title.

5.3.1. Permitted Exceptions. As used herein, “Permitted Exceptions” shall mean (i) current non-delinquent real property taxes,
(i) all Lender’s Liens, (iii) the rights and interests of customers and guests at the Hotel to occupy rooms on a transient license basis, (iv)
the rights of tenants under the Tenant Leases, as tenants only, pursuant to the Tenant Leases, (v) all Encumbrances caused or created by
any Purchaser Indemnitee, (vi) any other exceptions set forth in the Title Commitment other than Unpermitted Exceptions.

17

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

5.3.2.  Unpermitted Exceptions. Seller agrees that the following shall constitute unpermitted exceptions: (i) any mortgages,
deeds of trust, monetary encumbrance or other security interests for any financing or other Encumbrances requiring the payment of
money, other than Lender’s Liens and any other Encumbrances which are expressly assumed by Purchaser under this Agreement, (ii)
mechanics’ liens for work performed by, through or under Seller or Manager prior to Closing, (iii) any mortgages, deeds of trust, monetary
encumbrances or other security interests for any financing or other Encumbrances on the Real Property incurred by any third party which
Seller agrees in writing to satisfy at or prior to Closing and (iv) Taxes which constitute an Encumbrance on the Real Property which
would be delinquent if unpaid at Closing; provided, however, that if any such Taxes are payable in installments, such obligation shall
apply only to the extent such installments would be delinquent if unpaid at Closing (collectively, the “Unpermitted Exceptions”).

5.3.3.  New Exceptions to Title.

(a)  Purchaser’s New Objections. To the extent the Real Property is encumbered after the Effective Date and prior to
the Closing without the approval of Purchaser, and such encumbrance is not a Permitted Exception, (a “New Exception™), upon receipt of
written notice of any such New Exception, Purchaser shall have five (5) Business Days to review such New Exception and provide written
notice to Seller with any objections to such New Exception (the “Purchaser’s New Objections™); provided, however, Purchaser agrees
that it shall not have the right to object to any of the matters described in Section 5.3.1 that constitute Permitted Exceptions. To the extent
Purchaser receives written notice of any New Exception less than five (5) Business Days prior to Closing, Purchaser shall be entitled to
a reasonable adjournment of the Closing in order to review such New Exception and evaluate Seller’s Response in accordance with and
within the times frames set forth in Section 5.3.3(a) and Section 5.3.3(b). Unless Purchaser notifies Seller in writing that it objects to a
New Exception within the foregoing time period, each such New Exception shall automatically constitute a Permitted Exception.

(b)  Seller’s Response. Not later than five (5) Business Days after receipt of a Purchaser’s New Objection, but in any
event prior to the Closing Date (unless Closing is extended pursuant to Section 5.3.3(a)), Seller shall, in its sole discretion, either: (i)
notify Purchaser of its intention (the “Seller’s Response™) to attempt to Remove, as defined herein, the New Exception(s) listed in the
Purchaser’s New Objections, or (ii) notify Purchaser that Seller does not intend to attempt to Remove any such matter. If Seller does
not provide Seller’s Response to Purchaser within such time period, Seller shall be deemed to have elected not to attempt to Remove
Purchaser’s New Objections. If Seller elects (or is deemed to have elected) not to Remove one or more of the New Exceptions, then not
more than five (5) Business Days after receipt of Seller’s Response (but in any event not later than the Closing Date), Purchaser shall by
written notice to Seller either: (x) terminate this Agreement, or (y) waive the existence of such New Exception, in which case, any such
New Exception shall automatically constitute a Permitted Exception. Purchaser’s failure to respond within said five (5) Business Day
period shall constitute Purchaser’s election to proceed under clause (y). If Seller elects to attempt to Remove any New Exception, then
Seller shall use commercially reasonable efforts to attempt to cure any such New Exception on or before the Closing Date. If at any time
Seller notifies Purchaser that Seller will be unable or is unwilling to cure any such New Exception, then Purchaser shall, within five (5)
Business Days after receipt of such notification, either terminate this Agreement or waive any such New Exception, in which case, any
such New Exception shall automatically constitute a Permitted Exception. Purchaser’s failure to respond to Seller’s notice within such
five (5) Business Day period shall constitute Purchaser’s decision to waive the existence of such New Exception, in which case, any such
New Exception shall automatically constitute a Permitted Exception, and proceed to Closing in accordance with this Agreement. In no
event shall Purchaser be entitled to a reduction of the Purchase Price on account of any uncured New Exception unless Seller has agreed
to cure such New Exception and fails to do so at or prior to Closing. In any case where this Agreement is terminated as permitted in this
paragraph, then the Earnest Money shall be returned to Purchaser, and all rights, obligations and liabilities of the Parties hereunder shall
be released and discharged except for those obligations and rights which by their terms survive termination of this Agreement.
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(c) Removal of New Exceptions. As used in this Agreement, “Remove” shall mean that Seller in its discretion will
either (i) take such actions as are necessary to eliminate (of record or otherwise, as appropriate) the New Exception, (ii) cause the Title
Company to remove the New Exception as an exception to the Title Policy and affirmatively insure against the same, whether such
insurance is made available in consideration of payment, bonding, indemnity of Seller or otherwise, which in each case must be in a
manner reasonably acceptable to Purchaser, or (iii) deliver its own funds to the Title Company with instructions for the Title Company to
apply such funds to discharge fully the New Exception, together with such instruments, in recordable form, as are necessary to enable the
Title Company to discharge the New Exception of record and funds necessary to cover the fees and expenses of the Title Company for
discharging the claim and recording or filing such instruments.

5.3.4. Removal of Unpermitted Exceptions. Seller shall have no obligation to cure (a) any Permitted Exceptions or (b) any
encroachments by improvements on adjoining properties onto or over the Land, any encroachments of the Improvements onto or over
adjoining properties, setback lines or easements (to the extent in violation thereof) or any other survey matters disclosed in the Existing
Survey or Updated Survey, other than the Unpermitted Exceptions and all New Exceptions that are not Permitted Exceptions. Seller may
cure any Unpermitted Exception by removing such Unpermitted Exception from title or causing the Title Company to commit to remove
or, with Purchaser’s consent in Purchaser’s reasonable discretion, insure over such Unpermitted Exception in the Title Policy at any time
prior to or at Closing.

5.4 Title Policy. At Closing, Seller shall cause the Title Company to issue an owner’s title insurance policy to Purchaser (which
may be in the form of a mark-up of the Title Commitment or pro forma owner’s title insurance policy) in accordance with the Title
Commitment, insuring Purchaser’s title to the Real Property as of the Closing Date, subject only to the Permitted Exceptions (the “Title

Policy”).
5.5 Conveyvance of the Property. At Closing, Seller shall convey the Real Property subject to all (i) Permitted Exceptions, and (ii)

all Unpermitted Exceptions that are cured by causing the Title Company to remove or insure over such Unpermitted Exceptions in the
Title Policy as herein provided, but which otherwise are not removed from title.

19

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

ARTICLE VI
REPRESENTATIONS AND WARRANTIES

6.1 Seller’s Representations and Warranties. To induce Purchaser to enter into this Agreement and to consummate the transaction
described in this Agreement, Seller hereby makes the representations and warranties in this Section 6.1, upon which Seller acknowledges
and agrees that Purchaser is entitled to rely:

6.1.1. Organization and Power. Seller is duly formed, validly existing, in good standing in the State of Delaware, and is
qualified to do business in the State of Hawaii, and has all requisite power and authority to own the Property and conduct the Business as
currently owned and conducted.

6.1.2. Authority and Binding Obligation. Seller has full power and authority to execute and deliver this Agreement and
all other documents to be executed and delivered by Seller pursuant to this Agreement (the “Seller Documents™), and to perform all
obligations of Seller under each of the Seller Documents. The execution and delivery by the signer on behalf of Seller of each of the Seller
Documents, and the performance by Seller of its obligations under each of the Seller Documents, have been duly and validly authorized
by all necessary action by Seller. Each of the Seller Documents, when executed and delivered, will constitute the legal, valid and binding
obligations of Seller enforceable against Seller in accordance with its terms, except to the extent Purchaser itself is in default thereunder.

6.1.3. Consents and Approvals; No Conflicts. Subject to the approval of the appropriate Governmental Authorities in
connection with the transfer of the Licenses and Permits, and the recordation of any Seller Documents as appropriate, and except as
disclosed in Schedule 6.1.3, no filing with, and no permit, authorization, consent or approval of, any Governmental Authority or other
Person is necessary for execution or delivery by Seller of any of the Seller Documents, or the performance by Seller of any of its
obligations under any of the Seller Documents or the consummation by Seller of the transaction described in this Agreement, except to
the extent the failure to obtain such permit, authorization, consent or approval would not have a material adverse effect on the Business
or on Seller’s ability to consummate the Contemplated Transactions. Neither the execution and delivery by Seller of any of the Seller
Documents, nor the performance by Seller of any of its obligations under any of the Seller Documents, nor the consummation by Seller of
the transaction described in this Agreement, will: (i) violate any provision of Seller’s organizational or governing documents; (ii) violate
any Applicable Law to which Seller is subject; (iii) result in the creation or imposition of any lien or encumbrance on the Property or any
portion thereof, or (iv) violate, breach or require any consent under any Material Contract (except as expressly contemplated herein) or
trigger any rights of first refusal, rights of first offer, option agreements or similar transfer agreements which are binding on Seller with
respect to the Property.

6.1.4. Condemnation; Real Property.

(a) Seller has not received any written notice of any threatened or pending condemnation proceeding or other
proceeding in eminent domain.
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(b) The Real Property constitutes all of the real property that (i) Seller leases, owns or occupies with respect to the
Business, (ii) Seller uses in connection with the Business or (iii) is necessary to operate the Business as it is currently operated.

(©) To Seller’s Knowledge, all construction with respect to the Improvements used in the operation of the Business
has been completed and all expenses related thereto have been paid in full.

(d) Seller has not received written notice of any dispute from any contiguous property owners concerning
contiguous boundary lines, or any claims of others to rights over, under, across or through any of the Real Property by virtue of use or
prescription.

(e) Seller has not received any written notice of any claim, nor to Seller's Knowledge, has any such claim been
threatened, relating to the Land from any Person, including any Native Hawaiian cultural practitioner or other Native Hawaiian resident,
asserting any Native Hawaiians claims of ownership or other rights based upon the cultural history or ancestral land ownership of the
Property. Seller has not received any written notice of any claim, nor to Seller's Knowledge, has any such claim been threatened, that
there are any burial sites or other archeological findings that are culturally significant to Native Hawaiians on the Land.

6.1.5. Compliance with Applicable Law. Except as set forth in Schedule 6.1.5, Seller has not received any written notice and,
to Seller’s Knowledge, no fact, event or condition exists which would give rise to, a material violation of any Applicable Law with
respect to the Property or the Business that has not been cured or dismissed. To Seller’s Knowledge, no investigation or review by any
Governmental Authority with respect to Seller is pending or threatened.

6.1.6. Claims and Litigation. Except as set forth in Schedule 6.1.6, Seller has not received any written notice of any order,
decree, litigation, claim, charge or complaint with respect to the Property or the Business, except litigation that is not reasonably likely to
have an adverse effect on the Property or the Business which is covered by insurance policies (subject to customary deductibles).

6.1.7. Union Contract. Neither Seller nor, to Seller’s Knowledge, Manager is a party to any collective bargaining agreement
with any labor union with respect to the Employees, and Seller has not received any written notice of any organization activities, labor
strike, work stoppage, unfair labor practice charge, grievance or other material labor dispute at the Property.

6.1.8. Employment Agreements; Labor Matters. No Seller has any employees or has engaged any independent contractors. To
Seller’s Knowledge, all Employees are employed by Manager on an “at will” basis.

6.1.9. Management and Franchise Agreements. Except for the Management Agreement and the Franchise Agreement, Seller
is not a party to any management, franchise, license or similar agreements with respect to the Hotel.

6.1.10. Finders and Brokers. Seller has not dealt with any Person who has acted, directly or indirectly, as a broker, finder,
financial adviser or in such other capacity for or on behalf of Seller in connection with the transaction described by this Agreement in a
manner which would entitle such Person to any fee or commission in connection with this Agreement or the transaction described in this
Agreement.
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6.1.11. Foreign Person. Seller is a “United States person” (as defined in Section 7701(a)(30)(B) or (C) of the Code) for the
purposes of the provisions of Section 1445(a) of the Code.

6.1.12.  No violation of Anti-Terrorism Laws. None of Seller’s property or interests is subject to being “blocked” under any
Anti-Terrorism Laws, and neither Seller nor any Person holding any direct or indirect interest in Seller is in violation of any Anti-
Terrorism Laws.

6.1.13. Material Contracts.

(a) Except as set forth on Schedule 6.1.13, Seller is not a party to, and neither the Property, nor the Business, is
bound by, any Contracts which:

(A) involve expenditures, investments, consideration, loans or other commitments with a value of more
than $25,000, individually, or $100,000, in the aggregate, over its term, which are not otherwise terminable by Seller or Manager on no
more than thirty (30) days’ notice without penalty or fee;

(B)  evidence, impose or provide for any Encumbrance on the Property or which relate to any Indebtedness,
whether incurred, assumed, guaranteed, or secured, or which restrict the incurrence of Indebtedness or any Encumbrance, other than
Permitted Exceptions;

(C)  guarantee or secure the performance, Liabilities or obligations of any other Person;

(D)  limit or restrict, or purport to limit or restrict, the ability, right or freedom of to enter into or engage in
any market or type or line of business, solicit or hire any Person, solicit customers or to conduct its business in any geographical area;

(E)  provide for, establish or grant “most favored” nation or similar preferential pricing provisions (other
than Bookings made in the Ordinary Course of Business), a right of first refusal or right of first offer for any line of business, equity
interests or material portion of assets or properties terms or an exclusive sale or purchase obligation with respect to any obligation or
geographical area;

(F) involve any Affiliate of Seller;

(G)  evidence, involve or relate to capital expenditures or relating to the development or construction of, or
additions or expansions to, the Property;

(H)  evidence, involve or relate to (i) the sale or exchange of, or option to sell or exchange, the Property or
any right of first offer or right of first refusal related thereto, (ii) the acquisition, purchase or exchange of, or option to acquire, purchase
or exchange, any real estate, or any term sheets or letters of intent in effect and not expired as of the date hereof, whether or not binding,
relating to any of the foregoing;
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@D evidence or relate to the resolution, settlement or compromise of any action or litigation (i) requiring
non-monetary relief or (ii) in excess of $50,000; or

) provide for management, franchise or brand licensing services with respect to the Property.

(b) Each of the Contracts set forth or required to be set forth on Schedule 6.1.13, together with each of the Tenant
Leases, is referred to herein as a “Material Contract” and collectively, the “Material Contracts.”

(©) To Seller’s Knowledge, neither Seller nor any other Person is in violation, breach or default under any Material
Contract and each Material Contract is valid, binding, in full force and effect and enforceable with respect to Seller, except as such
may be limited by bankruptcy, insolvency, reorganization or other similar Laws affecting creditors’ rights generally, and by general
equitable principles or agreements. Seller has not received written notice from any counterparty thereto that any Material Contract is not
enforceable.

6.1.14. Bankruptcy. There are no attachments, executions, assignments for the benefit of creditors, or voluntary or involuntary
proceedings in bankruptcy or under other debtor relief law as contemplated by, pending or threatened against Seller.

6.1.15. Tenant Leases. Schedule 2.1.8 lists all Tenant Leases, including any amendments thereto and the amount of any
security or other refundable deposit made in respect of such leases. Seller is not, and to Seller’s Knowledge no other Person is, in
violation, breach or default under any Tenant Lease. The Tenant Leases constitute the only the leases and other Contracts pursuant to
which any Person has the right to use, occupy, acquire and/or possess all or any portion of the Real Property, other than the Lease
Agreement and Bookings for transient hotel guests.

6.1.16. Personal Property. Seller has good and marketable title to the Personal Property, free and clear of all Encumbrances,
other than (i) Permitted Exceptions and (ii) Personal Property which is leased or licensed pursuant to the Equipment Leases.

6.1.17. Group Bookings; Gift Certificates.  Schedule 6.1.17(a) lists all of the Bookings for Group Contracts as of a date which
is not more than two (2) Business Days prior to the Effective Date, including any deposits received with respect to such Group Contracts.
Schedule 6.1.17(b) lists all issued and outstanding Gift Certificates and outstanding liabilities related thereto as of the Effective Date.

6.1.18. Financial Statements. To Seller’s Knowledge, the Historical Financials have been accurately derived from the books
and records of Seller and Manager and fairly present the financial position of Seller as of the dates specified and the results of operations
of Seller in all material respects for the periods covered thereby. Seller has no material liabilities, Indebtedness or other obligations,
whether accrued, absolute, contingent or otherwise, of a kind required to be disclosed in the Historical Financials in accordance with
GAAP, except: (a) to the extent reflected in the Historical Financials and, (b) liabilities incurred in the Ordinary Course of Business since
April 30, 2017.
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6.1.19. Environmental Compliance. Seller has delivered or made available to Purchaser true, complete and correct copies of all
material environmental reports, analyses, tests or monitoring in its possession pertaining to the Property, including the Phase I Report.
Except as set forth in the Phase I Report, Seller has not received any written notice of violation of any Environmental Laws. To Seller’s
Knowledge, except as set forth in the Phase I Report, (i) Seller has conducted the Business in material compliance with all Environmental
Laws, (ii) no underground storage tanks, including active, temporarily closed, closed, abandoned, registered or unregistered tanks, are
located on the Property, and (iii) Seller has not assumed, undertaken or otherwise become subject to any material liability or corrective,
investigatory or remedial obligations of any other Person related to Hazardous Substances or Environmental Laws.

6.1.20. Licenses and Permits.  Schedule 6.1.20 lists all material Licenses and Permits. Each of the Licenses and Permits is in
full force and effect in accordance with its terms, and, to Seller’s Knowledge, no defaults exist under or with respect to any of them. The
Licenses and Permits constitute all of the material licenses, permits and authorizations necessary for Seller to operate the Hotel and the
Business in the Ordinary Course of Business.

6.1.21. Tax Matters. Seller has paid or caused to be paid all applicable sales and use taxes due with respect to the Property and
the Business, and neither the Property nor the Business has been the subject of a sales tax audit or gross receipts tax audit (including,
without limitation, Hawaii general excise tax) within the last three (3) years, nor to Seller’s Knowledge has the Property or the Business
has been the subject of a sales tax audit or gross receipts tax audit (including, without limitation, Hawaii general excise tax) prior to the
last three (3) year period during the period Seller has owned the Property. Seller has duly and timely filed (or filed extensions therefor) all
Tax Returns required to be filed by Seller on or before the Closing Date with respect to all applicable Taxes, and, to Seller’s Knowledge,
no penalties or other charges are or will become due with respect to any of the Tax Returns as the result of the late filing thereof. There is
no material dispute or claim concerning any Tax liability of Seller either (a) claimed or raised by any Governmental Authority in writing
or (b) as to which Seller has Knowledge.

6.1.22. Insurance. Seller maintains insurance coverage for its operations, the Property and the Business in compliance with the
Loan Documents and the Management Agreement. Except as set forth in Schedule 6.1.22, there is no material claim by Seller pending, or
to Seller’s Knowledge, threatened, under any such policies with respect to the Property or the Hotel which (i) has been denied or disputed
by the insurer, or (ii) if not paid, could reasonably be expected to be material to Seller. None of Seller or, to Seller’s Knowledge, Manager
has received any written notice of cancellation, termination or a material increase in premiums or that any such policies with respect to
the Hotel or the Property will not be available in the future on substantially the same terms as currently in effect.

6.1.23. Loan Documents. Seller is not in material breach of any representation, warranty or covenant under the Loan

Documents and to Seller’s Knowledge, no event, occurrence or condition which is, or upon notice, lapse of time or both would constitute,
a default or “Event of Default” thereunder has occurred.
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6.2 Purchaser’s Representations and Warranties. To induce Seller to enter into this Agreement and to consummate the transaction
described in this Agreement, Purchaser hereby makes the representations and warranties in this Section 6.2, upon which Purchaser
acknowledges and agrees that Seller is entitled to rely:

6.2.1. Organization and Power. Purchaser is duly formed, validly existing and in good standing in the jurisdiction of its
formation and has all requisite power and authority to own, lease and operate its properties and to carry on its business as currently being
conducted.

6.2.2.  Authority and Binding Obligation. Purchaser has full power and authority to execute and deliver this Agreement and all
other documents to be executed and delivered by Purchaser pursuant to this Agreement (the “Purchaser Documents™), and to perform all
obligations of Purchaser arising under each of the Purchaser Documents. The execution and delivery by the signer on behalf of Purchaser
of each of the Purchaser Documents, and the performance by Purchaser of its obligations under each of the Purchaser Documents, have
been duly and validly authorized by all necessary action by Purchaser. Each of the Purchaser Documents, when executed and delivered,
will constitute the legal, valid and binding obligations of Purchaser enforceable against Purchaser in accordance with its terms, except to
the extent Seller itself is in default thereunder.

6.2.3. Consents and Approvals; No Conflicts. Except as contemplated hereby, no filing with, and no permit, authorization,
consent or approval of, any Governmental Authority or other Person is necessary for the execution or delivery by Purchaser of any
of the Purchaser Documents, the performance by Purchaser of any of its obligations under any of the Purchaser Documents, or the
consummation by Purchaser of the transaction described in this Agreement. Neither the execution and delivery by Purchaser of any
of the Purchaser Documents, nor the performance by Purchaser of any of its obligations under any of the Purchaser Documents, nor
the consummation by Purchaser of the transaction described in this Agreement, will: (i) violate any provision of the organizational or
governing documents of Purchaser; (ii) violate any Applicable Law to which Purchaser is subject; or (iii) result in a violation or breach
of or constitute a default under any contract, agreement or other instrument or obligation to which Purchaser is a party or by which any
of Purchaser’s properties are subject.

6.2.4. Finders and Brokers. Purchaser has not dealt with any Person who has acted, directly or indirectly, as a broker, finder,
financial adviser or in such other capacity for or on behalf of Purchaser in connection with the transaction described by this Agreement
in any manner which would entitle such Person to any fee or commission in connection with this Agreement or the transaction described
in this Agreement.

6.2.5. No Violation of Anti-Terrorism Laws. None of Purchaser’s property or interests is subject to being “blocked” under
any Anti-Terrorism Laws, and neither Purchaser nor any Person holding any direct or indirect interest in Purchaser is in violation of any
Anti-Terrorism Laws.

6.2.6. Sophisticated Investor. Purchaser is a sophisticated investor, is represented by competent counsel, understands the
assumption of risk and liability set forth in this Agreement, and is experienced in, and knowledgeable about, the ownership, management,
leasing and purchase of commercial real estate and hotel properties, and has relied and will rely exclusively on the representations
expressly made by Seller in this Agreement and the other Transaction Documents and on its own consultants, advisors, counsel,
employees, agents, principals and/or studies, investigations and/or inspections with respect to the Property, its tax or legal status,
condition, value and potential. Purchaser agrees that, notwithstanding the fact that it has received certain information from Seller or
its agents or consultants, Purchaser has relied solely upon and will continue to rely solely upon its own analysis and will not rely on
any information provided by Seller or its agents or consultants, except solely for the representations expressly made by Seller in this
Agreement or the other Transaction Documents.
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6.3 Survival. The representations and warranties in Section 6.1 and Section 6.2 shall survive for nine (9) months after the Closing
(the “Survival Period”).

ARTICLE VII
COVENANTS

7.1 Confidentiality.

7.1.1.  Disclosure of Confidential Information. Seller and Purchaser shall keep confidential and not make any public
announcement or disclose to any Person the existence or any terms of this Agreement or any information disclosed by the Inspections or
in the Seller Due Diligence Materials, the Purchaser Due Diligence Reports or any other documents, materials, data or other information
with respect to the Property or the Business which is not generally known to the public (the “Confidential Information”). Notwithstanding
the foregoing, Seller and Purchaser shall be permitted to (i) disclose any Confidential Information to the extent required under Applicable
Law including applicable security regulations, and (ii) disclose any Confidential Information to any Person on a “need to know” basis,
such as their respective shareholders, partners, members, trustees, beneficiaries, directors, officers, employees, attorneys, consultants,
engineers, surveyors, lenders, investors, managers, franchisors and such other Persons whose assistance is required to consummate the
transactions described in this Agreement; provided, however, that Seller or Purchaser (as the case may be) shall (A) advise such Person
of the confidential nature of such Confidential Information, and (B) use commercially reasonable efforts to cause such Person to maintain
the confidentiality of such Confidential Information. The obligations under this Section 7.1.1 shall survive termination of this Agreement,
and Seller’s obligations under this Section 7.1.1 shall survive the Closing.

7.1.2.  Public Announcements. For the avoidance of doubt and notwithstanding anything to the contrary in Section 7.1.1,
neither Party shall have the right prior to the Closing to make a public announcement regarding the transaction described in this
Agreement, except as may be required by Applicable Law; provided however that the Parties shall be permitted to make disclosures in
accordance with Section 7.1.1.

7.1.3.  Communication with Employees. Without limiting the generality of the provisions in Section 7.1.1, Purchaser shall not,
through its officers, employees, managers, contractors, consultants, agents, representatives or any other Person (including Purchaser’s
Inspectors), directly or indirectly, communicate with any Employees which are not management level employees or any Person
representing such Employees involving any matter with respect to the Property or the Business, the Employees or this Agreement, unless
such communication is approved by Seller or is otherwise expressly permitted hereunder. Seller acknowledges that reasonably in advance
of the Closing, Purchaser and/or the hotel manager retained by Purchaser will need to interview, meet with and in many cases offer
employment to be effective as of the Closing to Employees and Seller shall (or shall cause Manager to) reasonably cooperate with
Purchaser and/or the hotel manager retained by Purchaser to arrange such communications.
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7.2 Conduct of the Business.

7.2.1.  Operation in Ordinary Course of Business. From the Effective Date until the Closing or earlier termination of this
Agreement, except as otherwise provided in this Agreement, Seller shall, and shall instruct the Manager (provided that so long as Seller
provides such instruction to the Manager, Seller shall not be liable to Purchaser with respect to Manager’s failure to comply):

(a) conduct the Business in the Ordinary Course of Business;

(b) keep in full force and effect insurance comparable in amount and scope of coverage to insurance now carried
with respect to the Business and the Property;

(©) not take any action or omit to take any action for the purpose of directly or indirectly preventing, materially
delaying or materially impeding the consummation of Contemplated Transactions;

(d) not acquire or agree to acquire any material assets, in each case, except in the Ordinary Course of Business;

(e) not transfer, sell, lease or otherwise dispose of or agree to transfer, sell, lease or dispose of or remove or cause
or permit to be removed any part or portion of the Property (including any FF&E) unless such removed property is being removed in the
Ordinary Course of Business and is replaced prior to the Closing Date with similar items of at least equal suitability, quality and value;
and

® not authorize or enter into any written commitment with respect to any of the matters described above.

7.2.2. Contracts. From the expiration of the Due Diligence Period until the Closing or earlier termination of this Agreement,
Seller shall not, and, subject to Manager’s right under the Management Agreement, shall instruct Manager not to (provided that so long
as Seller provides such instructions to the Manager, Seller shall not be liable to Purchaser with respect to Manager’s failure to comply),
without Purchaser’s prior written consent which shall not be unreasonably withheld, conditioned or delayed, enter into, obtain, amend,
extend, renew or terminate any new or existing Tenant Leases, Contracts or Licenses and Permits. Any such Tenant Leases, Contracts or
Licenses and Permits or amendments, extensions, renewals or terminations thereof approved by Purchaser pursuant to this Section 7.2.2
shall be deemed incorporated into Seller’s representations and warranties.

7.2.3.  This Section 7.2 shall survive the Closing for the Survival Period.
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7.3 Licenses and Permits.

7.3.1.  Generally. Purchaser (with the cooperation of Seller) shall be responsible for obtaining the transfer of all Licenses
and Permits (to the extent transferable) or the issuance of new licenses and permits. Purchaser, at its cost and expense, shall submit all
necessary applications and other materials to the appropriate Governmental Authority and take such other actions to effect the transfer
of Licenses and Permits or issuance of new licenses and permits as of the Closing, and Seller shall use commercially reasonable efforts
(at no cost or expense to Seller other than any de minimis cost or expense or any cost or expense which Purchaser agrees in writing to
reimburse) to cooperate with Purchaser to cause the Licenses and Permits to be transferred or new licenses and permits to be issued to
Purchaser. Notwithstanding anything to the contrary in Section 7.3, Purchaser shall not communicate, file any application or otherwise
commence any procedure or proceeding with any Governmental Authority for the transfer of any Licenses or Permits or issuance or new
licenses and permits, or post any notices at the Hotel or publish any notices required for the transfer of the Licenses or Permits or issuance
of new licenses and permits prior to the expiration of the Due Diligence Period. If this Agreement is terminated and Purchaser has filed an
application or otherwise commenced the processing of obtaining new licenses and permits, Purchaser shall withdraw all such applications
and cease all other activities with respect to such new licenses and permits.

7.3.2. Liquor License.

(a) Generally. Purchaser and Seller recognize that the Liquor License is statutorily regulated pursuant to
Applicable Law. If the Liquor License is subject to transfer under Applicable Law, Seller shall cause Liquor License Holder to transfer
the Liquor License to Purchaser (and/or the manager it has retained, if applicable) in accordance with Applicable Law and at Purchaser’s
expense. The Parties recognize that the transfer of the Liquor License may occur subsequent to the Closing Date, and after the Closing
Date, Purchaser and Seller shall each continue to use commercially reasonable efforts and cooperate in the prompt transfer of the Liquor
License.

(b) New License. If the Liquor License is not subject to transfer under Applicable Law, then Purchaser may,
promptly following the end of the Due Diligence Period, make all necessary applications for, and diligently pursue, issuance of, a new
Liquor License. At the sole cost and expense of Purchaser, Seller shall (and shall cause Liquor License Holder to) reasonably cooperate
with and assist Purchaser in seeking the issuance of such new Liquor License.

7.4 Employees.

7.4.1. If the WARN Act is applicable, Purchaser, or Purchaser’s manager, or their Affiliates, shall offer employment, or
continue to employ a sufficient number of the Employees on such terms and conditions so that Manager is not required to provide notice
of a “plant closing” or “mass layoff” to any Person under the WARN Act as a result of the termination of employment of the Employees
as of the Closing. If the WARN Act is applicable, on or following the Closing, Purchaser shall comply with all provisions of the WARN
Act with respect to all Employees, including without limitation, employing a sufficient number of Employees during the ninety (90) day
period following the Closing so as to not trigger the applicability of the WARN Act. If Purchaser fails to comply with the provisions
of this Section 7.4.1, then in addition to any remedies Seller may have, Purchaser alone shall be responsible for giving such notices as
may be required by the WARN Act and shall be solely liable for the payment of any amounts that may become due under the WARN
Act. If the WARN Act is applicable, as part of its obligations under this Section 7.4.1, Purchaser shall indemnify, defend and hold Seller
and Manager harmless from and against any liability, loss, damage, fines, penalty, back pay, back benefits, costs or expenses (including,
without limitation, attorneys’ fees and expenses) that may result to Seller or Manager based on Purchaser’s failure to comply with this
Section 7.4.1. This Section 7.4 shall survive the Closing.
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7.4.2. Seller shall cooperate, and authorize Manager to cooperate, with Purchaser to provide information to Purchaser
regarding Employees’ names, positions, dates of hire and current compensation, as reasonably requested by Purchaser and to the extent
permitted by Applicable Law, and allow Purchaser, or its designee, the opportunity to interview the Employees in accordance with this
Agreement.

7.4.3. Seller and Purchaser shall cooperate in good faith to prepare and disseminate to the Employees mutually-agreeable
communications regarding the Contemplated Transactions in an effort to minimize business disruption prior to the Closing Date.

7.4.4. No provision of this Section 7.4 shall create any third party beneficiary or other rights in any Employee or former
employee (including any beneficiary or dependent thereof) of Seller or Manager in respect of continued employment (or resumed
employment) with Purchaser, or any of its Affiliates, and no provision of this Section 7.4 shall create any such rights in any such persons
in respect of any benefit that may be provided, directly or indirectly, under any employee plan of Seller or any Purchaser employee plan.

7.4.5. In accordance with the term of the Management Agreement, Seller shall be responsible for all compensation, fringe
benefits, vacations and vacation payments, and other amounts owed to Employees, and taxes thereon, through the Cut-Off Time, except
that, at Closing, Purchaser shall receive a credit (the “Paid Time Off Credit”) in the amount of accrued and unpaid bonuses, vacation time,
personal time and sick time, and taxes thereon, as of the Cut- Off Time for the Employees. Purchaser shall be responsible for the wages,
salaries and benefits and taxes thereon for the Employees retained by Purchaser or its manager following Closing and for accrued and
unpaid vacation time, personal time and sick time and taxes thereon that are the subject of the Paid Time Off Credit.

7.4.6. This Section 7.4 shall survive the Closing.

7.5 Bookings. Purchaser shall honor all Bookings made in the Ordinary Course of Business prior to the Closing Date for any period
on or after the Closing Date. This Section 7.5 shall survive the Closing.

7.6 Tax Contests.
7.6.1. Taxable Period Terminating Prior to Closing Date. Seller shall retain the right to commence, continue and settle any

proceeding to contest any Taxes for any taxable period which terminates prior to the Closing Date, and shall be entitled to any refunds or
abatements of Taxes awarded in such proceedings. This Section 7.6.1 shall survive the Closing.
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7.6.2. Taxable Period Including the Closing Date. Prior to the Closing, Seller shall have the right to commence, continue
and settle any proceeding to contest any Taxes for any taxable period that includes the Closing Date. Notwithstanding the foregoing, if
Purchaser desires to contest any Taxes for such taxable period and Seller has not commenced any proceeding to contest any such Taxes
for such taxable period, Purchaser shall provide written notice requesting that Seller contest such Taxes. If Seller desires to contest such
Taxes, Seller shall provide written notice to Purchaser within thirty (30) days after receipt of Purchaser’s request confirming that Seller
will contest such Taxes, in which case Seller shall proceed to contest such Taxes, and Purchaser shall not have the right to contest such
Taxes. If Seller fails to provide such written notice confirming that Seller will contest such Taxes within such thirty (30) day period,
Purchaser shall have the right to contest such Taxes. Any refunds or abatements awarded in such proceedings shall be used first to
reimburse the Party contesting such Taxes for the reasonable costs and expenses incurred by such Party in contesting such Taxes, and the
remainder of such refunds or abatements shall be prorated between Seller and Purchaser as of the Cut-Off Time, and the Party receiving
such refunds or abatements promptly shall pay such prorated amount due to the other Party. This Section 7.6.2 shall survive the Closing.

7.6.3. Taxable Period Commencing After Closing Date. Purchaser shall have the right to commence, continue and settle any
proceedings to contest Taxes for any taxable period which commences after the Closing Date, and shall be entitled to any refunds or
abatements of Taxes awarded in such proceedings. This Section 7.6.3 shall survive the Closing.

7.6.4. Cooperation. Seller and Purchaser shall use commercially reasonable efforts to cooperate with the Party contesting the
Taxes (at no cost or expense to the Party not contesting the Taxes other than any de minimis cost or expense or any cost or expense which
the requesting Party agrees in writing to reimburse) and to execute and deliver any documents and instruments reasonably requested by
the Party contesting the Taxes in furtherance of the contest of such Taxes. This Section 7.6.4 shall survive the Closing.

7.7 Notices and Filings. Seller and Purchaser shall use commercially reasonable efforts to cooperate with each other (at no cost
or expense to the Party whose cooperation is requested, other than any de minimis cost or expense or any cost or expense which the
requesting Party agrees in writing to reimburse) to provide written notice to any Person under any Contracts, Tenant Leases, Licenses and
Permits, and to effect any registrations or filings with any Governmental Authority or other Person, regarding the change in ownership of
the Property or the Business. This Section 7.7 shall survive the Closing.

7.8 Franchise Approval/Replacement Franchise Documents.

7.8.1.  Franchise Approval. Purchaser has submitted its application and application fee to Franchisor for the approval of
Purchaser as its new franchisee at the Hotel as contemplated by the Replacement Franchise Documents (“Franchise Approval”).
Purchaser shall diligently pursue obtaining Franchise Approval, shall be responsible for any application and other fees incurred in
connection with pursuing Franchise Approval, and shall keep Seller apprised of the status of Franchise Approval.
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7.8.2. Replacement Franchise Documents. As necessary, Seller shall reasonably cooperate with Purchaser (at no cost or
expense to Seller) in connection with Purchaser or its designated Affiliate entering into the Replacement Franchise Documents with
Franchisor in forms reasonably acceptable to Purchaser. In addition, Purchaser shall diligently, promptly and in good faith (a) provide
Franchisor with such information, and execute and deliver such documents and instruments to Franchisor, and (b) take such actions, in
each case as are customarily required by Franchisor in providing Franchise Approval.

7.9 Loan Assumption.

7.9.1. Loan Assumption Documents. At the Closing, Purchaser shall assume the obligations of Seller under and with respect
to that certain mortgage loan with an original principal balance of up to $44,000,000 (the “Loan”) by TH Commercial Mortgage LLC
(together with its successors and assigns, “Lender”) and created, evidenced, governed and/or secured by the documents, including all
amendments thereto, if any, evidencing the Loan as more particularly described on Schedule 7.9 hereto, true, correct and complete copies
of all of which have been delivered to Purchaser (collectively, the “Loan Documents™), in accordance with this Section 7.9. All accrued
and unpaid interest (including default interest), unpaid late fees and charges, unreimbursed costs and expenses due and owing to Lender
(other than Loan Assumption Costs) and the outstanding principal balance of the Loan on the Closing Date (collectively, the “Closing
Date Loan Balance”) shall be credited against the Purchase Price at Closing. Seller shall assign to Purchaser all of their right, title and
interest in and to any reserves existing and on deposit in connection with the Loan as of the Closing Date (collectively, the “Reserves”),
and Purchaser shall pay Seller an amount equal to the aggregate balance of the Reserves on the Closing Date (collectively, the “Closing
Date Reserve Balance”). Purchaser agrees that it shall, at its own expense, cooperate with Seller in order to supply any information
required, and take any actions reasonably required of Purchaser and its Affiliates to comply with Lender’s application requirements.
Purchaser understands and agrees that it shall cause an Affiliate of Purchaser, of like credit quality to the current guarantors of the Loan or
otherwise acceptable to Lender, to guaranty these obligations to the same extent as currently provided in the applicable Loan Documents,
in accordance with this Section 7.9. Seller and Purchaser shall use commercially reasonable efforts to cause the assumption of the Loan
to occur on the Closing Date, including without limitation giving required notices to Lender, executing assumption documents reasonably
required by Lender, and providing Lender with any financial, organizational and other information regarding Purchaser and its Affiliates
as necessary to satisfy the requirements of Lender applicable to the assumption of the Loan. Purchaser and its Affiliates shall execute
such loan assumption agreements, guaranties and/or indemnity agreements, and shall provide such legal opinions, franchisor comfort
letters and other deliverables, as may reasonably be deemed necessary by Lender and Purchaser to consummate Purchaser’s assumption
of the Loan (collectively, the “Loan Assumption Documents™); provided that it shall be a condition of Purchaser’s obligation to close
hereunder that the Loan Documents be amended in accordance with Schedule 7.9 and except for such amendment, all other terms shall
be consistent in all material respects with the terms of the Loan Documents in effect as of the date hereof. Purchaser shall pay all fees
and expenses incurred in connection with the Loan Assumption Documents and process (in accordance with Section 7.9.3); provided,
however, that (i) Seller shall pay its own legal fees and expenses and (ii) no loan assumption fee shall be due to Lender in connection
with the Loan Assumption Documents. It shall be a condition to the Parties’ obligations to close the transaction under this Agreement
that Lender consents in writing to the assumption of the Loan by Purchaser. It shall also be a condition to Seller’s (but not Purchaser’s)
obligation to close the transaction under this Agreement that Lender releases Seller and all current guarantors of all liabilities under the
Loan Documents arising from and after the date of the assumption by Purchaser.
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7.9.2 IRC Agreement. At the Closing, to the extent such assignment is approved by SMBC, Purchaser shall assume the
obligations of Seller under the IRC Agreement, and Purchaser shall execute and deliver such assignment and assumption documents as
SMBC may reasonably request in connection therewith, to the extent in a form reasonably acceptable to Purchaser.

7.9.3  Costs. At the Closing, Purchaser shall pay (i) to Seller $800,000, as reimbursement for costs Seller incurred in
connection with Seller entering into the Loan Documents (the “Loan Cost Reimbursement Amount”), and (ii) to Lender (or to such
Persons as Lender may direct) the out-of-pocket costs and expenses incurred by Lender in connection with the Loan Assumption
Documents, including without limitation the fees of Lender’s outside legal counsel and any third party search costs (“Loan Assumption
Costs”). Notwithstanding anything to the contrary herein, in the event this Agreement is terminated for any reason other than due to a
Seller Default, Purchaser shall pay all Loan Assumption Costs within five (5) days of delivery of an invoice therefor.

7.10  Exclusivity. From May 2, 2017 to the Closing or earlier termination of this Agreement, Seller shall not directly or indirectly
(including through any officer, director, employee, stockholder, agent, partner, affiliate or otherwise) (i) enter into any agreement,
agreement in principle or other commitment (whether or not legally binding) relating to any business combination with, recapitalization
of, or acquisition or purchase of all or a portion of the Property or its assets (a “Competing Transaction™); (ii) solicit, initiate or encourage
the submission of any proposal or offer from any Person (including any of its officers, directors, employees and agents) relating to any
Competing Transaction, or (iii) participate in any discussions or negotiations regarding, furnish to any other Person any information
with respect to, or otherwise cooperate with, assist, participate in, facilitate or encourage, any effort or attempt by any Person to effect a
Competing Transaction. Seller shall immediately terminate all pending discussions regarding a Competing Transaction and shall notify
Purchaser promptly if any proposal regarding a Competing Transaction (or any inquiry or contact with any Person with respect thereto)
is made.

7.11 Estoppels. Seller shall use commercially reasonable efforts to obtain estoppels, in a form reasonably acceptable to Purchaser,
with respect to the two declarations set forth on Schedule 7.11 hereto.
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7.12  Further Assurances. From the Effective Date until the Closing or earlier termination of this Agreement, Seller and Purchaser
shall use commercially reasonable efforts to take, or cause to be taken, all actions and to do, or cause to be done, all things necessary,
proper or advisable to consummate the transaction described in this Agreement, including (i) obtaining all necessary consents, approvals
and authorizations required to be obtained from any Governmental Authority or other Person under this Agreement or Applicable Law,
and (ii) effecting all registrations and filings required under this Agreement or Applicable Law. After the Closing, Seller and Purchaser
shall use commercially reasonable efforts (at no cost or expense to such Party, other than any de minimis cost or expense or any cost or
expense which the requesting Party agrees in writing to reimburse) to further effect the transaction contemplated in this Agreement. The
immediately preceding sentence of this Section 7.12 shall survive the Closing.

7.13 Tax Forms. Seller shall use commercially reasonable efforts to submit promptly following the Effective Date the following
completed forms to the State of Hawaii Department of Taxation: (i) Report of Bulk Sale or Transfer [http:/files.hawaii.gov/tax/forms/
2016/g8a.pdf], and (ii) Tax Clearance Application [http://files.hawaii.gov/tax/forms/2016/a6.pdf] (collectively, the “Tax Forms™). In the
event that certifications requested pursuant to the Tax Forms from the Hawaii Department of Taxation reflecting that all Taxes have been
paid and that Seller is compliant (collectively, the “Tax Clearance Certificates”) have not been received prior to the Closing Date, Seller
agrees to cooperate with Purchaser in obtaining the Tax Clearance Certificates and to reimburse Purchaser for any Taxes, costs and fees
associated with obtaining the Tax Clearance Certificates. In addition, Seller and Purchaser shall use commercially reasonable efforts to
submit promptly at the Closing (x) a Notice of Mortgage, Pledge or Purchase, [http://files.hawaii.gov/tax/forms/2010/d37.pdf], and (y)
the Conveyance Tax Certificate and pay their applicable portion of the Taxes due thereunder as provided for in this Agreement.

ARTICLE VIII
CLOSING CONDITIONS

8.1 Mutual Closing Conditions.

8.1.1.  Satisfaction of Mutual Closing Conditions. The respective obligations of Seller and Purchaser to close the transaction
contemplated in this Agreement are subject to the satisfaction at or prior to Closing of the following conditions precedent (the “Mutual
Closing Conditions”):

(a) Adverse Proceedings. No litigation or other court action shall have been commenced by a third party seeking
to obtain an injunction or other relief from such court to enjoin the consummation of the transaction described in this Agreement, and no
preliminary or permanent injunction or other order, decree or ruling shall have been issued by a court of competent jurisdiction or by any
Governmental Authority, that would make illegal or invalid or otherwise prevent the consummation of the transaction described in this
Agreement.

(b) Adverse Law. No Applicable Law shall have been enacted that would make illegal or invalid or otherwise
prevent the consummation of the transaction described in this Agreement.
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(©) Franchise Approval. Franchisor shall have provided Franchise Approval by (i) agreeing to enter into the
Replacement Franchise Documents, in a form reasonably acceptable to Purchaser, and (ii) terminating Seller’s and all applicable
Affiliates’ obligations under the Franchise Agreement and any ancillary documents with respect thereto arising and/or accruing from and
after the Closing, and the Replacement Franchise Documents shall become effective concurrently with the Closing. Notwithstanding the
foregoing and as required by Franchisor, any guaranty executed in connection with the Franchise Agreement will remain in effect as to
any surviving obligations under the Franchise Agreement.

(d) Loan Assumption. Lender shall have approved the assumption of the Loan by Purchaser, and SMBC shall have
consented to the assignment and assumption of the IRC Agreement by Purchaser, and Seller and its Affiliates shall have been released
from liability thereunder, all as more fully described in Section 7.9.

8.1.2.  Failure of Mutual Closing Condition. If any of the Mutual Closing Conditions is not satisfied at Closing, then each
Party shall have the right to terminate this Agreement by providing written notice to the other Party, in which case the Earnest Money
shall be refunded to Purchaser in accordance with Section 3.2.4, and the Parties shall have no further rights or obligations under this
Agreement, except for those which expressly survive such termination; provided, however, if the Mutual Closing Conditions set forth in
Section 8.1.1(c) and/or 8.1.1(d) are not satisfied by the scheduled Closing Date, either Party may, upon written notice to the other Party
prior to the scheduled Closing Date, postpone the Closing for up to thirty (30) days to allow additional time for the applicable Mutual
Closing Condition to be satisfied.

8.2 Purchaser Closing Conditions.

8.2.1.  Satisfaction of Purchaser Closing Conditions. In addition to the Mutual Closing Conditions, Purchaser’s obligations
to close the transactions described in this Agreement are subject to the satisfaction at or prior to Closing of the following conditions
precedent (the “Purchaser Closing Conditions™):

(a) Seller’s Deliveries. All of the Seller Closing Deliveries shall have been delivered to Purchaser or deposited
with Deposit Escrow Agent to be delivered to Purchaser at Closing.

(b) Representations and Warranties. The representations and warranties of Seller contained in this Agreement
(other than representations and warranties of Seller contained in Sections 6.1.1 (Organization and Power), 6.1.2 (Authority and Binding
Obligation) and 6.1.16(a) (Title to Personal Property) (collectively, the “Fundamental Representations”), which shall be true and correct
in all respects) shall be true and correct in all material respects (other than representations and warranties qualified by materiality, which
shall be true and correct in all respects) on and as of the Closing Date with the same force and effect as though made on and as of the
Closing Date (or as of such other date to which such representation or warranty expressly is made).

(©) Covenants and Obligations. The covenants and obligations of Seller in this Agreement shall have been
performed in all material respects (other than covenants and obligations qualified by materiality, which Seller shall have performed in all
respects).
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(d) Encumbrances. At or prior to Closing, Seller shall have obtained the release of all Unpermitted Exceptions. In
the event that any Unpermitted Exceptions shall exist at the Closing on the Property that (i) is not a Permitted Exception, and (ii) can
be removed immediately by the payment of a liquidated and discernible sum of money, then Purchaser and Seller shall be obligated to
consummate the Closing, notwithstanding the existence of such Unpermitted Exception, so long as Purchaser receives a credit, equal to
such liquidated or discernable amount of money, against the Purchase Price as may be necessary to discharge such Permitted Exception.

(e) Title Policy. The Title Company shall be irrevocably committed to issue the Title Policy in favor of Purchaser
in the form required pursuant to Section 5.4.

8.2.2.  Failure of Purchaser Closing Condition. If any of the Purchaser Closing Conditions is not satisfied at Closing because of
a Seller Default, then Purchaser shall have the rights set forth in Section 12.1. If any of the Purchaser Closing Conditions is not satisfied
at Closing (other than as a result of Seller Closing Condition not being satisfied or waived or as a result of a Purchaser Default), then
Purchaser shall have the right (i) to terminate this Agreement by providing written notice to Seller, in which case the Earnest Money
shall be refunded to Purchaser in accordance with Section 3.2.4, and the Parties shall have no further rights or obligations under this
Agreement, except those which expressly survive such termination, (ii) to waive any of the Purchaser Closing Conditions at or prior to
Closing or (iii) upon written notice to Seller, postpone the Closing for up to five (5) Business Days to allow additional time for applicable
Purchaser Closing Condition to be satisfied.

8.3 Seller Closing Conditions.

8.3.1.  Satisfaction of Seller Closing Conditions. In addition to the Mutual Closing Conditions, Seller’s obligations to close the
transactions contemplated in this Agreement are subject to the satisfaction at or prior to Closing of the following conditions precedent
(the “Seller Closing Conditions™):

(a) Receipt of the Purchase Price. Purchaser shall have (i) paid to Seller, or deposited with Deposit Escrow Agent
with written direction to disburse the same to Seller, the Purchase Price (as adjusted pursuant to Section 3.1), and (ii) delivered written
direction to Deposit Escrow Agent to disburse the Earnest Money to Seller.

(b) Purchaser’s Deliveries. All of the Purchaser Closing Deliveries shall have been delivered to Seller or deposited
with Deposit Escrow Agent to be delivered to Seller at Closing.

(c) Representations and Warranties. The representations and warranties of Purchaser in this Agreement (other than
representations and warranties of Purchaser contained in Sections 6.2.1 (Organization and Power) and 6.2.2 (Authority and Binding
Obligation), which shall be true and correct in all respects) shall be true and correct in all material respects (other than representations
and warranties qualified by materiality, which shall be true and correct in all respects) on and as of the Closing Date with the same force
and effect as though made on and as of the Closing Date (or as of such other date to which such representation or warranty expressly is
made).
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(d) Covenants and Obligations. The covenants and obligations of Purchaser in this Agreement shall have been
performed in all material respects (other than covenants and obligations qualified by materiality, which Purchaser shall have performed
in all respects).

8.3.2.  Failure of Seller Closing Condition. If any of the Seller Closing Conditions is not satisfied at Closing (other than as a
result of a Purchaser Closing Condition not being satisfied or waived or as a result of a Seller Default), then Seller shall have the right
to (i) terminate this Agreement by providing written notice to Purchaser, in which case the Earnest Money shall be disbursed to Seller
in accordance with Section 3.2.4, and the Parties shall have no further rights or obligations under this Agreement, except those which
expressly survive such termination, (ii) waive any of the Seller Closing Conditions at or prior to Closing or (iii) upon written notice to
Purchaser, postpone the Closing for up to five (5) Business Days to allow additional time for applicable Seller Closing Condition to be
satisfied.

ARTICLE IX
CLOSING

9.1 Closing Date. Subject to the satisfaction or waiver of the conditions set forth in Article VIII, the closing of the transaction
described in this Agreement (the “Closing”) shall occur on June 30, 2017 (as such date may be postponed pursuant to Section 5.3.3, 8.1.2,
8.2.2,8.3.2,13.1.1, 13.2.1 or 16.16), or such other date as agreed to in writing by Purchaser and Seller (the date on which the Closing
occurs is referred to herein as the “Closing Date™). The Closing shall be effected as provided in Section 9.2.

9.2 Closing Escrow. The Parties acknowledge (i) the Purchase Price to be paid by Purchaser pursuant to Section 3.3 shall be
deposited with Deposit Escrow Agent, (ii) all of the documents required to be delivered by Seller and Purchaser at the Closing pursuant
to this Agreement shall be deposited with Deposit Escrow Agent, and (iii) at Closing, the Purchase Price (as adjusted pursuant to Section
3.1) and the Earnest Money shall be disbursed to Seller and the documents deposited into the Closing Escrow shall be delivered to Seller
and Purchaser (as the case may be).

9.3 Closing Deliveries.

9.3.1. Seller’s Deliveries. At the Closing, Seller shall deliver or cause to be delivered to Purchaser or deposited with Deposit
Escrow Agent to be delivered to Purchaser at the Closing, all of the (i) documents set forth in this Section 9.3.1, each of which shall have
been duly executed by Seller and acknowledged (if required), and (ii) other items set forth in this Section
9.3.1 (the “Seller Closing Deliveries”), as follows:

(a) A closing certificate in the form of Exhibit A;

(b) A warranty deed for the Real Property (the “Deed”) in the form of Exhibit B, conveying the Real Property to
Purchaser, subject to the Permitted Exceptions;
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(©) A Bill of Sale for the Hotel in the form of Exhibit C, transferring the Personal Property assets including
the FF&E, Supplies, IT Systems, F&B, Retail Merchandise, Books and Records, Plans and Specifications, Warranties, Bookings, and
Trademarks to Purchaser on the terms set forth therein;

(d) An Assignment and Assumption of Leases, Contracts and Licenses and Permits for the Hotel in the form of
Exhibit D, assigning the Assumed Contracts (other than the Loan Documents) on the terms set forth therein;

(e) A Holdback Escrow Agreement in the form of Exhibit F (the “Holdback Escrow Agreement”);

® A certificate or registration of title for any owned vehicle or other Personal Property included in the Property
which requires such certification or registration, duly executed, conveying such vehicle or such other Personal Property to Purchaser;

(2) Such agreements, affidavits or other documents as may be reasonably required by the Title Company from
Seller to issue the Title Policy, including, without limitation, an owner’s affidavit, a gap indemnity, and such copies of Seller’s
organizational documents, authorizing resolutions and good standing certificates;

(h) Any real estate transfer tax declaration or similar documents required under Applicable Law in connection
with the conveyance of the Real Property;

(1) A FIRPTA affidavit in the form set forth in the regulations under Section 1445 of the Code;

()] To the extent not previously delivered to Purchaser, all originals (or copies if originals are not available) of the
Tenant Leases, Contracts, Licenses and Permits, Books and Records, keys and lock combinations in Seller’s possession, which shall be
located at the Hotel on the Closing Date and deemed to be delivered to Purchaser upon delivery of possession of the Hotel; provided,
however, that Seller shall have the right to (i) redact and reformat any Books and Records which include data or other information
pertaining to any other hotels owned, managed or franchised by Seller, Franchisor, Manager or their Affiliates, and (ii) subject to Section
7.1.1, retain copies of any Books and Records delivered to Purchaser;

k) The Closing Statement prepared pursuant to Section 10.1;

) Evidence of the termination of the Management Agreement;

(m) Evidence of termination of the Lease Agreement;

(n) All Loan Assumption Documents which are required to be executed by Seller or its Affiliates, duly executed
by such Persons;

(o) To the extent obtained, a tenant estoppel for the spa Tenant Lease, in substantially the form such tenant recently

delivered to Lender (provided that Seller shall use commercially reasonable efforts to obtain such estoppel);
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(p) Payoff Letters and lien releases with respect to the payment of the Debt Payoff Amount, if any;
(@ A Settlement Statement duly executed by Seller and the Title Company; and

(1) Such other documents and instruments as may be reasonably requested by Purchaser or the Title Company
in order to consummate the transaction described in this Agreement, including such documents and instruments reasonably required by
Franchisor to enter into the Replacement Franchise Documents.

9.3.2. Purchaser’s Deliveries. At the Closing, Purchaser shall deliver or cause to be delivered to Seller or deposited with
Deposit Escrow Agent to be delivered to Seller all of the (i) documents set forth in this Section 9.3.2, each of which shall have been
duly executed by Purchaser and acknowledged (if required), and (ii) other items set forth in this Section 9.3.2 (the “Purchaser Closing
Deliveries™), as follows:

(a) The Closing Date Payment;
(b) A closing certificate in the form of Exhibit E;

(©) A counterpart of each of the documents and instruments to be delivered by Seller under Section 9.3.1 which
require execution by Purchaser;

(d) All Loan Assumption Documents which are required to be executed by Purchaser or its Affiliates, duly
executed by such Persons; and

(e) Such other documents and instruments as may be reasonably requested by Seller or the Title Company in order
to consummate the transaction described in this Agreement.

9.4 Possession. Seller shall deliver possession of the Real Property, subject to the Permitted Exceptions, and tangible Personal
Property to Purchaser upon completion of the Closing.

ARTICLE X
PRORATIONS AND EXPENSES

10.1 Closing Statement. No later than one day prior to Closing, the Parties, through their respective employees, agents or
representatives, jointly shall make such examinations, audits and inventories of the Hotel as may be necessary to make the adjustments
and prorations to the Purchase Price as set forth in Sections 10.2 and 10.3 or any other provisions of this Agreement. Based upon such
examinations, audits and inventories, the Parties jointly shall prepare prior to Closing a closing statement with respect to the Hotel
(the “Closing Statement”), which shall set forth their best estimate of the amounts of the items to be adjusted and prorated under this
Agreement. The Closing Statement shall be approved and executed by the Parties at Closing, and such adjustments and prorations shall
be final with respect to the items set forth in the Closing Statement, except to the extent any such items shall be re-prorated after the
Closing as expressly set forth in Section 10.2.
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10.2  Prorations. The items of revenue and expense set forth in this Section 10.2 shall be prorated between the Parties (the
“Prorations”) as of 11:59 p.m. on the day preceding the Closing Date (the “Cut-Off Time”), or such other time expressly provided in this
Section 10.2, so that the Closing Date is a day of income and expense for Purchaser.

10.2.1. Taxes. All real property, personal property, and similar Taxes shall be prorated as of the Cut-Off Time between Seller
and Purchaser. If the amount of any such Taxes is not ascertainable on the Closing Date, the proration for such Taxes shall be based
on the most recent available bill; provided, however, that after the Closing, Seller and Purchaser shall re-prorate the Taxes and pay any
deficiency in the original proration to the other Party promptly upon receipt of the actual bill for the relevant taxable period. This Section
10.2.1 shall survive the Closing.

10.2.2. Tenant Leases. Any rents and other amounts prepaid under the Tenant Leases shall be prorated as of the Cut-Off Time
between Seller and Purchaser. Purchaser shall receive a credit for all assignable security deposits held by Seller under the Tenant Leases
which are not transferred to Purchaser, and Purchaser thereafter shall be obligated to refund or apply such deposits in accordance with
the terms of such Tenant Leases. Purchaser shall not receive a credit for any non-assignable security deposits held by Seller which Seller
shall return to the tenant under such Tenant Lease, and Purchaser shall obtain any replacement security deposit from such tenant.

10.2.3. Contracts. Any Prepaid Amounts or amounts accrued or due and payable under the Assumed Contracts (other than for
utilities which proration is addressed separately in Section 10.2.5) shall be prorated as of the Cut-Off Time between Seller and Purchaser,
with Seller being credited for Prepaid Amounts, and Purchaser being credited for amounts accrued and unpaid. Without duplication with
the foregoing, Purchaser shall receive a credit for all deposits held by Seller under the Assumed Contracts (together with any interest
thereon) which are not transferred to Purchaser, and Purchaser thereafter shall be obligated to refund or apply such deposits in accordance
with the terms of such Assumed Contracts. Seller shall receive a credit for all deposits made by Seller under the Assumed Contracts
(together with any interest thereon) which are transferred to Purchaser or remain on deposit for the benefit of Purchaser.

10.2.4. Licenses and Permits. All amounts prepaid, accrued or due and payable under any Licenses and Permits transferred to
Purchaser shall be prorated as of the Cut-Off Time between Seller and Purchaser. Seller shall receive a credit for all deposits made by
Seller under the Licenses and Permits (together with any interest thereon) which are transferred to Purchaser or which remain on deposit
for the benefit of Purchaser.

10.2.5. Utilities. All utility services shall be prorated as of the Cut-Off Time between Seller and Purchaser. The Parties shall
use commercially reasonable efforts to obtain readings for all utilities as of the Cut-Off Time. If readings cannot be obtained as of the
Closing Date, the cost of such utilities shall be prorated between Seller and Purchaser by estimating such cost on the basis of the most
recent bill for such service; provided, however, that after the Closing, the Parties shall re-prorate the amount for such utilities and pay
any deficiency in the original proration to the other Party promptly upon receipt of the actual bill for the relevant billing period, which
obligation shall survive the Closing. Seller shall receive a credit for all fuel stored at the Hotel based on Seller’s cost for such fuel. Seller
shall receive a credit for all deposits transferred to Purchaser or which remain on deposit for the benefit of Purchaser with respect to such
utility contracts.
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10.2.6. Bookings. Purchaser shall receive a credit for all prepaid deposits for Bookings scheduled to occur on or after the
Closing Date, except to the extent such deposits are transferred to Purchaser.

10.2.7. Restaurants and Bars. Seller shall close out the transactions in the restaurants and bars in the Hotel (if any) as of the
regular closing time for such restaurants and bars during the night in which the Cut-Off Time occurs and retain all monies collected as of
such closing, and Purchaser shall be entitled to any monies collected from the restaurants and bars thereafter.

10.2.8. Vending Machines. Seller shall remove all monies from all vending machines, laundry machines, pay telephones and
other coin operated equipment as of the Cut-Off Time and shall retain all monies collected therefrom as of the Cut-Off Time, and
Purchaser shall be entitled to any monies collected therefrom after the Cut-Off Time.

10.2.9. Trade Payables. Except to the extent an adjustment or proration is made under another subsection of this Section 10.2,
(i) Seller shall pay in full prior to or promptly following the Closing all amounts payable to vendors or other suppliers of goods or services
for the Business (the “Trade Payables™) that are due and payable as of the Closing Date for which goods or services have been delivered
to the Hotel prior to Closing, and (ii) Purchaser shall receive a credit for the amount of such Trade Payables which have accrued, but are
not yet due and payable as of the Closing Date, and Purchaser shall pay all such Trade Payables accrued as of the Closing Date when such
Trade Payables become due and payable; provided, however, Seller and Purchaser shall re-prorate the amount of credit for any Trade
Payables and pay any deficiency in the original proration to the other Party promptly upon receipt of the actual bill for such goods or
services.

10.2.10. Cash. Seller shall receive a credit for all cash on hand or on deposit in any house bank at the Hotel which shall remain
on deposit for the benefit of Purchaser.

10.2.11. Unopened Containers and Retail Merchandise. All unopened F&B and Retail Merchandise, excluding any expired,
obsolete or slow moving items or any items placed in guest rooms, with respect to the Hotel on hand as of the Closing Date, for which
Seller shall receive a credit at Closing in the amount of the total of the actual cost to Seller of such items transferred to Purchaser at
Closing.

10.2.12. Gift Certificates. Following the Closing, notwithstanding that Purchaser is not assuming any liability for Seller’s Gift
Certificates, Purchaser shall honor when presented Seller’s outstanding Gift Certificates to the extent listed on an updated Schedule
6.1.17(b) (which Seller shall deliver at Closing), and Purchaser shall receive a credit at Closing for 100% of the aggregate face amount
(or value based upon an average daily rate to the extent not for a specified amount) of the outstanding Gift Certificates listed on Schedule
6.1.17(b)(1). Purchaser shall not receive any credit at Closing for the Gift Certificates set forth on Schedule 6.1.17(b)(2).

10.2.13. Paid Time Off Credit. Purchaser shall receive a credit in an amount equal to the Paid Time Off Credit.
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10.2.14. Accounts Receivable. Seller shall receive a credit for all Accounts Receivable other than Accounts Receivable that are
more than ninety (90) days past due.

10.3 Guest Ledger. At Closing, Seller shall receive a credit in an amount equal to: (i) all amounts charged to the Guest Ledger for all
room nights up to (but not including) the night during which the Cut-Off Time occurs, and (ii) 50% of all amounts charged to the Guest
Ledger for the room night which includes the Cut-Off Time (other than any restaurant or bar charges on the Guest Ledger which shall
be prorated in accordance with Section 10.2.7), and Purchaser shall be entitled to retain all deposits made and amounts collected with
respect to such Guest Ledger.

10.4 Final Accounting.

10.4.1. Within one hundred twenty (120) days following the Closing, Purchaser shall conduct a final accounting of all matters
and items subject to proration pursuant to this Article X, which shall include a determination as to whether there were any errors or
omissions on the Closing Statement (“Final Accounting”), and Purchaser shall deliver to Seller a certificate (the “Final Adjustment
Certificate™) reflecting the final proration calculations (the “Final Prorations™). In addition to the standard prorations, Purchaser shall be
entitled to include in any proration calculation any amounts of Seller’s transaction costs set forth in Section 10.5 not paid at Closing as
an amount owed to Purchaser pursuant to such prorations.

10.4.2. Purchaser and Seller shall cooperate in good faith to reconcile all items included on the Final Accounting. The Final
Accounting shall be binding and conclusive on all Parties hereto, unless within ten (10) Business Days after receipt by Seller of the Final
Adjustment Certificate Seller notifies Purchaser in writing that it seeks an adjustment in the Final Accounting, and specifies in reasonable
detail the items that it seeks to adjust and the reasons therefor (which may include items not reflected in the Final Adjustment Certificate,
but which Seller believes should have been reflected therein). The Parties shall attempt to resolve such dispute; however, if Purchaser
and Seller have not resolved the request for adjustment within fifteen (15) Business Days after delivery of the original notice by Seller to
Purchaser, then the Parties shall submit such dispute to KPMG, LLC, certified public accountants. The determination of such accountants,
which shall be made within thirty (30) days after submission, shall be conclusive, provided that such accountant shall only decide the
specific items under dispute by the Parties and the decision for each disputed amount must be within the range of values assigned to each
such item by Purchaser and Seller. The fees and expenses of such accountant shall be paid by Seller, on the one hand, and by Purchaser,
on the other hand, based upon the percentage that the amount actually contested but not awarded to Seller or Purchaser, respectively,
bears to the aggregate amount actually contested by Seller and Purchaser. Any retainer charged by such accountant will be advanced 50%
by Seller, on the one hand, and 50% by Purchaser, on the other hand.

10.4.3. In the event it is determined pursuant to the Final Accounting, if any, that any amounts are due and owing by Seller to
Purchaser, then Seller shall cause such amounts to be paid to Purchaser on or before thirty (30) days from the date the Final Accounting is
completed. In the event it is determined pursuant to the Final Accounting that any amounts are due and owing by Purchaser to Seller, then
Purchaser shall cause such amounts to be paid to Seller on or before thirty (30) days from the date the Final Accounting is completed.
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10.5 Transaction Costs.

10.5.1. Seller’s Transaction Costs. In addition to the other costs and expenses to be paid by Seller set forth elsewhere in this
Agreement, Seller shall pay for the following items in connection with this transaction: (i) the fees and expenses of removing or curing
any Unpermitted Exceptions as required under Section 5.3; (ii) 50% of the fees and expenses for the Deposit Escrow Agent; (iii) the fees
and expenses of its own attorneys, accountants and consultants; (iv) 60% of the customary fees and expenses for the Title Commitment
and Title Policy (excluding endorsements); and (v) 50% of any transfer, sales or similar tax and recording charges payable in connection
with the conveyance of the Property or the other assets of the Business.

10.5.2. Purchaser’s Transaction Costs. In addition to the other costs and expenses to be paid by Purchaser as set forth elsewhere
in this Agreement, Purchaser shall pay for the following items in connection with this transaction: (i) the fees and expenses incurred by
Purchaser for Purchaser’s Inspectors or otherwise in connection with the Inspections; (ii) any fees or expenses payable for the assignment,
transfer or conveyance of any Tenant Leases, Contracts, Licenses and Permits, IT Systems, Plans and Specifications and Warranties; (iii)
the fees and expenses for the Updated Survey; (iv) 50% of the fees and expenses for the Deposit Escrow Agent; (v) 40% of the customary
fees and expenses for the Title Commitment and Title Policy (excluding endorsements); (vi) the cost for any title endorsements to the Title
Policy requested by Purchaser; (vii) any mortgage tax, title insurance fees and expenses for any loan title insurance policies, recording
charges or other amounts payable in connection with any financing obtained by Purchaser; (viii) recording fees for the Deed; (ix) the fees
and expenses of its own attorneys, accountants and consultants; and (x) 50% of any transfer, sales or similar tax and recording charges
payable in connection with the conveyance of the Property or the other assets of the Business.

10.5.3. Other Transaction Costs. All other fees, costs and expenses not expressly addressed in this Section 10.5 or elsewhere in
this Agreement shall be allocated between Seller and Purchaser in accordance with applicable local custom for similar transactions.

10.5.4. This Article X shall survive the Closing.
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ARTICLE XI
TRANSITION PROCEDURES

11.1 Safe Deposit Boxes. Prior to the Closing, Seller shall notify all guests or customers who are then using a safe deposit box at
the Hotel advising them of the pending change in management of the Hotel and requesting them to conduct an inventory and verify
the contents of such safe deposit box. All inventories by such guests or customers shall be conducted under the joint supervision of
employees, agents or representatives of the Parties. Upon such inventory and verification, Seller shall deliver to Purchaser all keys,
receipts and agreements for such safe deposit box (and thereafter such safe deposit box shall be deemed an “Inventoried Safe Deposit
Box”). If this Agreement is terminated after such inventory, Purchaser shall return all keys, receipts and agreements to Seller for such
Inventoried Safe Deposit Boxes immediately upon such termination. Upon Closing, Seller shall deliver to Purchaser all keys in Seller’s
possession for all safe deposit boxes not then in use, and a list of all safe deposit boxes which are then in use, but not yet inventoried
by the depositor, with the name and room number of such depositor. After the Closing, the Parties shall make appropriate arrangements
for guests and customers at the Hotel to inventory and verify the contents of the non-Inventoried Safe Deposit Boxes, and upon such
inventory and verification, Seller shall deliver to Purchaser all keys, receipt and agreements for such safe deposit box (and such safe
deposit box thereafter shall constitute an Inventoried Safe Deposit Box). Purchaser shall be responsible for, and shall indemnify and
hold harmless the Seller Indemnitees in accordance with Article XIV from and against any Indemnification Loss incurred by any Seller
Indemnitees with respect to, any theft, loss or damage to the contents of any safe deposit box from and after the time such safe deposit
box is deemed an Inventoried Safe Deposit Box pursuant to this Section 11.1. Seller shall be responsible for, and shall indemnify and
hold harmless the Purchaser Indemnitees in accordance with Article XIV from and against any Indemnification Loss incurred by any
Purchaser Indemnitees with respect to, any theft, loss or damage to the contents of any safe deposit box prior to the time such safe deposit
box is deemed an Inventoried Safe Deposit Box. This Section 11.1 shall survive the Closing.

11.2  Baggage. On the Closing Date, employees, agents or representatives of the Parties jointly shall make a written inventory of all
baggage, boxes and similar items checked in or left in the care of Seller at the Hotel, and Seller shall deliver to Purchaser the keys to
any secured area which such baggage and other items are stored (and thereafter such baggage, boxes and other items inventoried shall be
deemed the “Inventoried Baggage™). Purchaser shall be responsible for, and shall indemnify and hold harmless the Seller Indemnitees in
accordance with Article XIV from and against any Indemnification Loss incurred by any Seller Indemnitees with respect to any theft, loss
or damage to any Inventoried Baggage from and after the time of such inventory, and any other baggage, boxes or similar items left in
the care of Purchaser which was not inventoried by the Parties. Seller shall be responsible for, and shall indemnify and hold harmless the
Purchaser Indemnitees in accordance with Article XIV from and against any Indemnification Loss incurred by any Purchaser Indemnitees
with respect to any theft, loss or damage to any Inventoried Baggage prior to the time of such inventory, and any other baggage, boxes or
similar items left in the care of Seller which was not inventoried by the Parties. This Section 11.2 shall survive the Closing.

11.3  IT Systems. With respect to the IT Systems, Seller shall provide Purchaser with a contact name and telephone number of the
applicable licensor, vendor or supplier, and Purchaser shall (i) be responsible for obtaining any consents or approvals necessary for the
assignment or transfer of such IT Systems from Seller to Purchaser, or a new license for such IT Systems (as the case may be), and (ii)
pay any fees or expenses charged by the licensor, vendor or supplier of such IT Systems in respect of such assignment or transfer or new
license (as the case may be).
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ARTICLE XII
DEFAULT AND REMEDIES

12.1 Seller’s Default. If (i) Purchaser has not delivered a Termination Notice pursuant to Section 4.1.1 and (ii) any of Seller’s
representations or warranties hereunder is not true and correct in any material respect or Seller fails to perform its covenants or obligations
hereunder in any material respect other than due to a Purchaser’s Default (a “Seller Default”) and Seller’s Default is not cured by Seller
within ten (10) days of receipt of written notice thereof of Purchaser, then Purchaser, as its sole and exclusive remedies, may elect to:
(a) terminate this Agreement, in which case the Earnest Money shall be refunded to Purchaser in accordance with Section 3.2.4, and
Seller shall reimburse Purchaser for all third party out-of-pocket costs and expenses actually incurred by Purchaser and its Affiliates in
connection with Purchaser’s due diligence investigations and the negotiation of this Agreement and Purchaser’s efforts to consummate the
Contemplated Transactions (which reimbursement shall be capped at $300,000), and Seller shall promptly pay such amounts to Purchaser
upon receipt of documentation showing the amount of such costs and expenses, after which the Parties shall have no further rights or
obligations under this Agreement, except those which expressly survive such termination; (b) proceed to Closing in which case Purchaser
shall be deemed to have waived such Seller Default and, if applicable, any Purchaser Closing Condition that is not satisfied as a result of
such Seller Default; or (c¢) seek specific performance, by commencing legal action within forty- five (45) days following the expiration
of any applicable cure period, with Seller responsible for costs and attorneys’ fees incurred by Purchaser in connection with obtaining
such relief and with a reduction in or setoff against the Purchase Price as the court may deem appropriate. The preceding clause (a) shall
survive the termination of this Agreement. Seller acknowledges and agrees that irreparable damage would occur in the event that Seller
fails to take such actions as are required of it hereunder to consummate the Contemplated Transactions. Accordingly, Seller acknowledges
and agrees that Purchaser shall be entitled to specific performance as provided in this Section 12.1. Seller agrees that it will not oppose
the granting of specific performance as provided in this Section 12.1 on the basis that Purchaser has an adequate remedy at law or that
any award of specific performance is not an appropriate remedy for any reason at law or in equity.

12.2  Purchaser’s Default. If (i) Purchaser has not deposited the Earnest Money within the time period provided in, and otherwise
in accordance with, Section 3.2.1, or (ii) at any time prior to Closing, any of Purchaser’s representations or warranties hereunder is not
true and correct in any material respect or Purchaser fails to perform any of its other covenants or obligations under this Agreement in
any material respect other than due to a Seller Default (a “Purchaser Default”) and Purchaser’s Default is not cured by Purchaser within
ten (10) days of receipt of written notice thereof of Seller, then Seller, as its sole and exclusive remedy, may elect to (A) terminate this
Agreement by providing written notice to Purchaser, in which case the Earnest Money shall be disbursed to Seller in accordance with
Section 3.2.4, and the Parties shall have no further rights or obligations under this Agreement, except those which expressly survive such
termination, or (B) proceed to Closing pursuant to this Agreement, in which case Seller shall be deemed to have waived such Purchaser
Default. Notwithstanding the foregoing, Seller shall have the right to bring an action for damages against Purchaser for Purchaser’s failure
to deposit the Earnest Money. The preceding sentence shall survive the termination of this Agreement.

12.3 LIQUIDATED DAMAGES. THE PARTIES ACKNOWLEDGE AND AGREE THAT IF THIS AGREEMENT IS
TERMINATED PURSUANT TO SECTION 12.2, THE DAMAGES THAT SELLER WOULD SUSTAIN AS A RESULT OF SUCH
TERMINATION WOULD BE DIFFICULT IF NOT IMPOSSIBLE TO ASCERTAIN. ACCORDINGLY, THE PARTIES AGREE THAT
SELLER SHALL RETAIN THE EARNEST MONEY AS FULL AND COMPLETE LIQUIDATED DAMAGES (AND NOT AS A
PENALTY) AS SELLER’S SOLE AND EXCLUSIVE REMEDY FOR SUCH TERMINATION; PROVIDED, HOWEVER, THAT IN
ADDITION TO THE EARNEST MONEY, SELLER SHALL RETAIN ALL RIGHTS AND REMEDIES UNDER THIS AGREEMENT
WITH RESPECT TO THOSE OBLIGATIONS OF PURCHASER WHICH EXPRESSLY SURVIVE SUCH TERMINATION.
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12.4  Effect of Termination. If this Agreement is terminated all rights and obligations of the Parties hereunder shall terminate and no
Party shall have any liability to the other Party hereto, except for obligations of the Parties in this Agreement which expressly survive the
termination of this Agreement, and except that nothing herein will relieve any Party from liability arising out of any willful breach of its
representations, warranties, covenants or agreements contained in this Agreement.

ARTICLE XIII
RISK OF LOSS

13.1  Casualty. If, at any time after the Effective Date and prior to Closing or earlier termination of this Agreement, the Property or
any portion thereof is damaged or destroyed by fire or any other casualty (a “Casualty”), Seller shall give written notice of such Casualty
to Purchaser promptly after the occurrence of such Casualty.

13.1.1. Material Casualty. If (a) the amount of the repair restoration of the Property required by a Casualty equals or exceeds
five percent (5%) of the Purchase Price, or (b) the damage (i) materially limits the ingress or egress to the Hotel for a period of more than
thirty (30) days, or (ii) would render the lobby, reception area, front desk, parking area or other portions of the Property that are material
to the operation of the Business unavailable for use for a period longer than forty-five (45) days following Closing (each a “Material
Casualty”) and such Material Casualty was not caused by Purchaser or Purchaser’s Inspectors, or their respective employees or agents,
then Purchaser shall have the right to elect, by providing written notice to Seller within ten (10) days after Purchaser’s receipt of Seller’s
written notice of such Material Casualty, to (a) terminate this Agreement, in which case the Earnest Money shall be refunded to Purchaser
in accordance with Section 3.2.4, and the Parties shall have no further rights or obligations under this Agreement, except those which
expressly survive such termination, or (b) proceed to Closing, without terminating this Agreement, in which case Seller shall (i) provide
Purchaser with a credit against the Purchase Price in an amount equal to the lesser of: (A) the applicable insurance deductible, and (B) and
the reasonable estimated costs for the repair or restoration of the Property required by such Material Casualty, and (ii) transfer and assign
to Purchaser all of Seller’s right, title and interest in and to all proceeds from all casualty and lost profits insurance policies maintained
by Seller with respect to the Property or the Business, except those proceeds allocable to lost profits and costs incurred by Seller for the
period prior to the Closing. If Purchaser fails to provide written notice of its election to Seller within such time period, then Purchaser
shall be deemed to have elected to terminate this Agreement pursuant to clause (a) of the preceding sentence. If the Closing is scheduled
to occur within Purchaser’s ten (10) day election period, the Closing Date shall be postponed until the date which is five (5) Business
Days after the expiration of such ten (10) day election period.
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13.1.2. Non-Material Casualty. In the event of any (i) Casualty which is not a Material Casualty, or (ii) Material Casualty
which is caused by Purchaser or Purchaser’s Inspectors, or their respective employees or agents, then Purchaser shall not have the right to
terminate this Agreement, but shall proceed to Closing, in which case Seller shall (A) provide Purchaser with a credit against the Purchase
Price (except if such Casualty is caused by Purchaser or Purchaser’s Inspectors) in an amount equal to the reasonable estimated costs for
the repair or restoration required by such Casualty, and (B) transfer and assign to Purchaser all of Seller’s right, title and interest in and to
all proceeds from all lost profits/costs insurance policies maintained by Seller with respect to the Hotel, except those proceeds allocable
to any lost profits incurred by Seller for the period prior to the Closing.

13.2 Condemnation. If, at any time after the Effective Date and prior to Closing or the earlier termination of this Agreement, any
Governmental Authority threatens or commences any condemnation proceeding or other proceeding in eminent domain with respect to
all or any portion of the Real Property (a “Condemnation”), Seller shall give written notice of such Condemnation to Purchaser promptly
after Seller receives notice of such Condemnation.

13.2.1. Material Condemnation. If the Condemnation would (i) result in the permanent loss of more than five percent (5%) of
the Purchase Price, (ii) result in any material reduction or restriction in access to the Land or Improvements, or (iii) have a materially
adverse effect on the Business as conducted prior to such Condemnation, including, without limitation rendering the lobby, reception
area, front desk, parking area or other portions of the Property that are material to the operation of the Business unavailable for use
following Closing (a “Material Condemnation”), then Purchaser shall have the right to elect, by providing written notice to Seller within
ten (10) days after Purchaser’s receipt of Seller’s written notice of such Material Condemnation, to (A) terminate this Agreement, in
which case the Earnest Money shall be refunded to Purchaser in accordance with Section 3.2.4, and the Parties shall have no further
rights or obligations under this Agreement, except those which expressly survive such termination, or (B) proceed to Closing, without
terminating this Agreement, in which case Seller shall assign to Purchaser all of Seller’s right, title and interest in all proceeds and awards
from such Material Condemnation. If Purchaser fails to provide written notice of its election to Seller within such time period, then
Purchaser shall be deemed shall be deemed to have elected to terminate this Agreement pursuant to clause (A) of the preceding sentence.
If the Closing is scheduled to occur within Purchaser’s ten (10) day election period, the Closing shall be postponed until the date which
is five (5) Business Days after the expiration of such ten (10) day election period.

13.2.2. Non-Material Condemnation. In the event of any Condemnation other than a Material Condemnation, Purchaser shall
not have the right to terminate this Agreement, but shall proceed to Closing, in which case Seller shall assign to Purchaser all of Seller’s
right, title and interest in all proceeds and awards from such Condemnation.

ARTICLE XIV
SURVIVAL AND INDEMNIFICATION

14.1 Survival. If this Agreement is terminated, those representations, warranties, covenants, liabilities, indemnities and obligations
of the Parties under this Agreement that expressly survive the termination of this Agreement shall survive such termination, and all
others shall not survive such termination. If the Closing occurs, those representations, warranties, covenants, liabilities, indemnities and
obligations of the Parties under this Agreement that expressly survive the Closing shall survive the Closing as provided in Section 6.3 or
elsewhere herein and all others shall merge in the Deed and not survive the Closing. This Article XIV and all rights and obligations of
defense and indemnification as expressly set forth in this Agreement shall survive the Closing or termination of this Agreement.
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14.2  Indemnification by Seller. Subject to the limitations set forth in Sections 14.1, 14.4 and 14.5 and any other express provision in
this Agreement, Seller shall defend, indemnify and hold harmless the Purchaser Indemnitees from and against any Indemnification Loss
incurred by any Purchaser Indemnitee to the extent resulting from (a) any breach by Seller of any of its representations and warranties
made by Seller under this Agreement or any other Transaction Document, (b) any breach by Seller of any covenants or obligations under
this Agreement or any other Transaction Document, and (c) the Excluded Liabilities.

14.3 Indemnification by Purchaser. Subject to the limitations set forth in Sections 14.1, 14.4 and 14.5, Purchaser shall defend,
indemnify and hold harmless the Seller Indemnitees from and against any Indemnification Loss incurred by any Seller Indemnitee to the
extent resulting from (a) any breach by Purchaser of any of its representations, warranties, covenants or obligations under this Agreement
or any other Transaction Document and (b) the Assumed Liabilities.

14.4 Limitations on Indemnification Obligations.

14.4.1. Failure to Provide Timely Notice of Indemnification Claim. Notwithstanding anything to the contrary in this
Agreement, an Indemnitee shall not be entitled to defense or indemnification to the extent the Indemnitee’s failure to promptly notify the
Indemnitor in accordance with Section 14.5.1, (i) prejudices the Indemnitor’s ability to defend against any Third-Party Claim on which
such Indemnification Claim is based, or (ii) increases the amount of Indemnification Loss incurred in respect of such indemnification
obligation of the Indemnitor.

14.4.2. Fault of Indemnitee. Notwithstanding anything to the contrary in this Agreement, (i) a Purchaser Indemnitee shall not
be entitled to defense or indemnification to the extent the applicable Indemnification Loss results from the gross negligence or willful
misconduct of, or breach of this Agreement by, any Purchaser Indemnitee, and (ii) a Seller Indemnitee shall not be entitled to defense or
indemnification to the extent the applicable Indemnification Loss results from the gross negligence or willful misconduct of, or breach of
this Agreement by, any Seller Indemnitee.

14.4.3. Indemnification Deductible and Cap. Notwithstanding anything to the contrary in this Agreement, Seller shall not be
required to provide indemnification to the Purchaser Indemnitees pursuant to Section 14.2(a) to the extent that the aggregate amount of
all Indemnification Losses incurred by the Purchaser Indemnitees for which Purchaser otherwise would be entitled to indemnification
under Section 14.2(a) (A) does not exceed $100,000 (the “Indemnification Deductible”); or if such Indemnification Losses exceed the
Indemnification Deductible, such Indemnification Losses shall not exceed $1,000,000 (the “Cap”); provided further that (i) neither the
Cap nor the Indemnification Deductible shall be applicable with respect to any breach of any of the Fundamental Representations and (ii)
neither the Indemnification Deductible nor the Cap shall be applicable with respect to fraud. Notwithstanding anything in this Agreement
to the contrary, for the purposes of the Parties’ indemnification under this Article XTIV, all of the representations and warranties set forth
in this Agreement that are qualified as to materiality or other similar qualification shall be deemed to have been made without any such
qualification for purposes of determining (i) whether a breach of the any such representation or warranty has occurred, and (ii) the amount
of Indemnification Loss resulting from or arising out of or in connection with any such breach of the representation or warranty.
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14.4.4. WAIVER OF CERTAIN DAMAGES. NOTWITHSTANDING ANYTHING TO THE CONTRARY IN THIS
AGREEMENT OR UNDER APPLICABLE LAW, SELLER (FOR ITSELF AND ALL SELLER INDEMNITEES) AND PURCHASER
(FOR ITSELF AND ALL PURCHASER INDEMNITEES) HEREBY UNCONDITIONALLY AND IRREVOCABLY WAIVE AND
DISCLAIM ALL RIGHTS TO CLAIM OR SEEK ANY CONSEQUENTIAL, PUNITIVE, EXEMPLARY, STATUTORY OR TREBLE
DAMAGES AND ACKNOWLEDGE AND AGREE THAT THE RIGHTS AND REMEDIES IN THIS AGREEMENT WILL BE
ADEQUATE IN ALL CIRCUMSTANCES FOR ANY CLAIMS THE PARTIES (OR ANY INDEMNITEE) MIGHT HAVE WITH
RESPECT THERETO; PROVIDED, HOWEVER, THAT THE FOREGOING SHALL NOT LIMIT THE INDEMNIFICATION
OBLIGATIONS OF SELLER OR PURCHASER WITH RESPECT TO ANY THIRD-PARTY CLAIM FOR CONSEQUENTIAL,
PUNITIVE, EXEMPLARY, STATUTORY OR TREBLE DAMAGES.

14.5 Indemnification Procedure

14.5.1. Notice of Indemnification Claim. If any of the Seller Indemnitees or Purchaser Indemnitees (as the case may be) (each,
an “Indemnitee”) is entitled to defense or indemnification under Section 4.1.4, 7.8, 11.1, 11.2, 14.2 or 14.3 or any other express provision
in this Agreement (each, an “Indemnification Claim”), the Party required to provide defense or indemnification to such Indemnitee (the
“Indemnitor”) shall not be obligated to defend, indemnify and hold harmless such Indemnitee unless and until such Indemnitee provides
written notice to such Indemnitor promptly after such Indemnitee has actual knowledge of any facts or circumstances on which such
Indemnification Claim is based or a Third-Party Claim is made on which such Indemnification Claim is based, describing in reasonable
detail such facts and circumstances or Third-Party Claim with respect to such Indemnification Claim.

14.5.2. Resolution of Indemnification Claim Not Involving Third-Party Claim. If the Indemnification Claim does not involve
a Third-Party Claim and is disputed by the Indemnitor, the dispute shall be resolved by litigation or other means of alternative dispute
resolution as the Parties may agree in writing.

14.5.3. Resolution of Indemnification Claim Involving Third-Party Claim. If the Indemnification Claim involves a Third-Party
Claim, the Indemnitor shall have the right (but not the obligation) to assume the defense of such Third-Party Claim, at its cost and
expense, and shall use good faith efforts consistent with prudent business judgment to defend such Third-Party Claim, provided that (i)
the counsel for the Indemnitor who shall conduct the defense of the Third-Party Claim shall be reasonably satisfactory to the Indemnitee
(unless selected by Indemnitor’s insurance company), (ii) the Indemnitee, at its cost and expense, may participate in, but shall not control,
the defense of such Third-Party Claim, and (iii) the Indemnitor shall not enter into any settlement or other agreement which requires any
performance by the Indemnitee, other than the payment of money which shall be paid by the Indemnitor. The Indemnitee shall not enter
into any settlement or other agreement with respect to the Indemnification Claim, without the Indemnitor’s prior written consent, which
consent may be withheld in Indemnitor’s sole discretion. If the Indemnitor elects not to assume the defense of such Third-Party Claim,
the Indemnitee shall have the right to retain the defense of such Third-Party Claim and shall use good faith efforts consistent with prudent
business judgment to defend such Third-Party Claim in an effective and cost efficient manner.
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14.6  Release and Indemnification. Seller and Purchaser hereby release Deposit Escrow Agent and its officers, managers, employees
and agents (each, a “Deposit Escrow Agent Party”), for any liability, damage, loss, cost or expense incurred by Seller or Purchaser to the
extent resulting from (i) any action taken or not taken in good faith upon advice of Deposit Escrow Agent’s counsel given with respect
to any questions relating to its obligations under this Agreement, or (ii) any action taken or not taken in reliance upon any document,
including any written notice provided to Deposit Escrow Agent pursuant to this Agreement, as to the due execution and the validity and
effectiveness of such document, and the truth and accuracy of any information contained therein, which such Deposit Escrow Agent Party
in good faith believes to be genuine, to have been signed or presented by a duly authorized person or persons and to comply with the
terms of this Agreement, except to the extent resulting from the gross negligence, willful default, intentional misconduct or breach of
trust by such Deposit Escrow Agent Party. Seller and Purchaser, jointly and severally, shall indemnify and hold harmless any Deposit
Escrow Agent Party against any liability, damage, loss, cost or expense, including reasonable attorneys’ fees and court costs, incurred by
such Deposit Escrow Agent Party to the extent resulting from the performance by any Deposit Escrow Agent Party of Deposit Escrow
Agent’s obligations under this Agreement, except to the extent resulting from the gross negligence, willful default, intentional misconduct
or breach of trust by such Deposit Escrow Agent Party.

14.7  Exclusive Remedy for Indemnification Loss. Following the Closing, the indemnification provisions in this Article XIV shall
be the sole and exclusive remedy of any Indemnitee with respect to any claim for Indemnification Loss arising from or in connection
with this Agreement, other than with respect to any Purchase Price adjustments made pursuant to Article X and any fraud claims and as
provided in Article XII or any other express provision in this Agreement.

14.8  Treatment of Indemnity Payment. Any indemnity payment made to an Indemnitee pursuant to this Agreement shall be treated
as an adjustment to the Purchase Price for the Property, for all tax, financial reporting and other purposes.

14.9 SURVIVAL. This Article XIV shall survive the Closing.
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ARTICLE XV
CONDITION OF THE PROPERTY

151 PROPERTY SOLD “AS IS”. PURCHASER ACKNOWLEDGES AND AGREES THAT (A) EXCEPT AS EXPRESSLY
SET FORTH IN THIS AGREEMENT OR ANY OTHER TRANSACTION DOCUMENT THE PURCHASE OF THE PROPERTY
SHALL BE ON AN “AS IS”, “WHERE IS”, “WITH ALL FAULTS” BASIS, SUBJECT TO WEAR AND TEAR FROM THE
EFFECTIVE DATE UNTIL CLOSING, AND (B) EXCEPT AS EXPRESSLY SET FORTH IN THIS AGREEMENT OR ANY
OTHER TRANSACTION DOCUMENT, SELLER HAS NO OBLIGATION TO REPAIR ANY DAMAGE TO OR DEFECT IN THE
PROPERTY, REPLACE ANY OF THE PROPERTY OR OTHERWISE REMEDY ANY MATTER AFFECTING THE CONDITION
OF THE PROPERTY.

152 LIMITATION ON REPRESENTATIONS AND WARRANTIES. PURCHASER ACKNOWLEDGES AND AGREES
THAT, EXCEPT AS OTHERWISE EXPRESSLY SET FORTH IN THIS AGREEMENT OR ANY OTHER TRANSACTION
DOCUMENT, NEITHER SELLER, MANAGER OR ANY OF THEIR AFFILIATES, NOR ANY OF THEIR RESPECTIVE
SHAREHOLDERS, MEMBERS, PARTNERS, TRUSTEES, BENEFICIARIES, DIRECTORS, OFFICERS, MANAGERS,
EMPLOYEES, ATTORNEYS, ACCOUNTANTS, CONTRACTORS, CONSULTANTS, AGENTS OR REPRESENTATIVES, NOR
ANY PERSON PURPORTING TO REPRESENT ANY OF THE FOREGOING, HAVE MADE ANY REPRESENTATION,
WARRANTY, GUARANTY, PROMISE, PROJECTION OR PREDICTION WHATSOEVER WITH RESPECT TO THE PROPERTY
OR THE BUSINESS, WRITTEN OR ORAL, EXPRESS OR IMPLIED, ARISING BY OPERATION OF LAW OR OTHERWISE,
INCLUDING, WITHOUT LIMITATION, ANY WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE, OR ANY REPRESENTATION OR WARRANTY AS TO (A) THE CONDITION, SAFETY, QUANTITY, QUALITY, USE,
OCCUPANCY OR OPERATION OF THE PROPERTY, (B) THE PAST, PRESENT OR FUTURE REVENUES OR EXPENSES WITH
RESPECT TO THE PROPERTY OR THE BUSINESS, (C) THE COMPLIANCE OF THE PROPERTY OR THE BUSINESS WITH
ANY ZONING REQUIREMENTS, BUILDING CODES OR OTHER APPLICABLE LAW, INCLUDING, WITHOUT LIMITATION,
THE AMERICANS WITH DISABILITIES ACT OF 1990, (D) THE ACCURACY OF ANY ENVIRONMENTAL REPORTS OR
OTHER DATA OR INFORMATION SET FORTH IN THE SELLER DUE DILIGENCE MATERIALS PROVIDED TO PURCHASER
WHICH WERE PREPARED FOR OR ON BEHALF OF SELLER, OR (E) ANY OTHER MATTER RELATING TO SELLER, THE
PROPERTY OR THE BUSINESS.

15.3 RELIANCE ON DUE DILIGENCE. PURCHASER ACKNOWLEDGES AND AGREES THAT:

(A) PURCHASER SHALL HAVE HAD THE OPPORTUNITY TO CONDUCT ALL DUE DILIGENCE INSPECTIONS
OF THE PROPERTY AND THE BUSINESS AS OF THE EXPIRATION OF THE DUE DILIGENCE PERIOD, INCLUDING
REVIEWING ALL SELLER DUE DILIGENCE MATERIALS AND OBTAINING ALL INFORMATION WHICH IT DEEMS
NECESSARY TO MAKE AN INFORMED DECISION AS TO WHETHER IT SHOULD PROCEED WITH THE PURCHASE OF
THE PROPERTY AND THE BUSINESS;
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B) PURCHASER SHALL BE DEEMED TO BE SATISFIED WITH THE RESULTS OF ITS DUE DILIGENCE
REVIEW OF THE PROPERTY AND THE BUSINESS UPON THE EXPIRATION OF THE DUE DILIGENCE PERIOD;

©) PURCHASER WILL BE RELYING ONLY ON ITS DUE DILIGENCE INSPECTIONS OF THE PROPERTY, ITS
REVIEW OF THE SELLER DUE DILIGENCE MATERIALS AND THE REPRESENTATIONS AND WARRANTIES EXPRESSLY
MADE BY SELLER IN THIS AGREEMENT AND ANY OTHER TRANSACTION DOCUMENT IN PURCHASING THE
PROPERTY; AND

D) PURCHASER WILL NOT BE RELYING ON ANY STATEMENT MADE OR INFORMATION PROVIDED TO
PURCHASER BY SELLER (EXCEPT FOR THE REPRESENTATIONS AND WARRANTIES EXPRESSLY MADE BY SELLER
IN THIS AGREEMENT), MANAGER OR ANY OF THEIR AFFILIATES, OR ANY OF THEIR RESPECTIVE SHAREHOLDERS,
MEMBERS, PARTNERS, TRUSTEES, BENEFICIARIES, DIRECTORS, MANAGERS, OFFICERS, EMPLOYEES, ATTORNEYS,
ACCOUNTANTS, CONTRACTORS, CONSULTANTS, AGENTS OR REPRESENTATIVES, OR ANY PERSON PURPORTING TO
REPRESENT ANY OF THE FOREGOING.

154 SURVIVAL. This Article XV shall survive the Closing.

ARTICLE XVI
MISCELLANEOUS PROVISIONS

16.1 Notices.

16.1.1. Method of Delivery. All notices, requests, demands and other communications required to be provided by any Party
under this Agreement (each, a “Notice”) shall be in writing and delivered, at the sending Party’s cost and expense, by (i) personal delivery,
(ii) express courier service, or (iii) facsimile transmission to the recipient Party at the following address or facsimile number:

If to Seller:

c/o Behringer Harvard

The Lightstone Group

460 Park Avenue, 13™ Floor
New York, NY 10022

Attn: Alan Liu and Tom Kennedy
Facsimile No.: (212) 751-2494
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With copies to:

JMI Realty LLC

111 Congress Avenue, Suite 2600

Austin, TX 78701

Attn: Gregory W. Clay and Bryant Burke, Esq.
Facsimile No.: (858) 350-1874

And

c/o The Lightstone Group

1985 Cedar Bridge Ave., Suite 1
Lakewood, NJ 08701

Attn: Joseph E. Teichman, Esq.
Facsimile No.: (732) 612-1444

And:

Eckert Seamans Cherin & Mellott, LLC
600 Grant Street, 44th Floor

Pittsburgh, PA 15219

Attn: Timothy Q. Hudak, Esq.
Facsimile No.: (412) 566-6099

If to Purchaser:

c/o KSL Capital Partners

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

Attn: Kevin Rohnstock
Facsimile No.: (720) 284-6401

With a copy to:

Brownstein Hyatt Farber Schreck, LLP

410 Seventeenth Street, Suite 2200

Denver, CO 80202

Attn: Christopher D. Reiss and Kristin Macdonald
Facsimile No.: (303) 223-1111
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If to Deposit Escrow Agent or Title Company:

Fidelity National Title & Escrow of Hawaii, Inc. City Financial Tower
201 Merchant Street, Suite 2100

Honolulu, HI 96813

Attn: Anthony W.O. Ching

Facsimile No.: (__) _ -
16.1.2. Receipt of Notices. All Notices sent by a Party (or its counsel pursuant to Section 16.1.4) under this Agreement shall
be deemed to have been received by the Party to whom such Notice is sent upon (i) delivery to the address or facsimile number
of the recipient Party, provided that such delivery is made prior to 5:00 p.m. (local time for the recipient Party) on a Business
Day, otherwise the following Business Day, or (ii) the attempted delivery of such Notice if such recipient Party refuses delivery
of such Notice.

16.1.3. Change of Address. The Parties and their respective counsel shall have the right to change their respective address,
facsimile number and/or email address for the purposes of this Section 16.1 by providing a Notice of such change in address, facsimile
number and/or email address as required under this Section 16.1.

16.1.4. Delivery by Party’s Counsel. The Parties agree that the attorney for such Party shall have the authority to deliver Notices
on such Party’s behalf to the other Party hereto.

16.2  Time is of the Essence. Time is of the essence of this Agreement; provided, however, that notwithstanding anything to the
contrary in this Agreement, if the time period for the performance of any covenant or obligation, satisfaction of any condition or delivery
of any Notice or item required under this Agreement shall expire on a day other than a Business Day, such time period shall be extended
automatically to the next Business Day.

16.3  Assignment. Purchaser may assign this Agreement to one or more of its Affiliates without the written consent of Seller;
provided, however, such assignment shall not relieve assignor from its obligations and duties under this Agreement. Purchaser shall
provide a copy of any such assignment to Seller at least five (5) days prior to the Closing Date. Seller may not assign this Agreement.

16.4 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the Parties, and their respective
successors and permitted assigns.

16.5  Third Party Beneficiaries. This Agreement shall not confer any rights or remedies on any Person other than (i) the Parties and
their respective successors and assigns, and (ii) any Indemnitee to the extent such Indemnitee is expressly provided any right of defense

or indemnification in this Agreement.

16.6 GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF THE STATE OF HAWAII,
WITHOUT GIVING EFFECT TO ANY PRINCIPLES REGARDING CONFLICT OF LAWS.
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16.7  Rules of Construction. The following rules shall apply to the construction and interpretation of this Agreement:

16.7.1. Singular words shall connote the plural as well as the singular, and plural words shall connote the singular as well as
the plural, and the masculine shall include the feminine and the neuter, as the context may require.

16.7.2. All references in this Agreement to particular articles, sections, subsections or clauses (whether in upper or lower case)
are references to articles, sections, subsections or clauses of this Agreement. All references in this Agreement to particular exhibits or
schedules (whether in upper or lower case) are references to the exhibits and schedules attached to this Agreement, unless otherwise
expressly stated or clearly apparent from the context of such reference.

16.7.3. The headings in this Agreement are solely for convenience of reference and shall not constitute a part of this Agreement
nor shall they affect its meaning, construction or effect.

16.7.4. Each Party and its counsel have reviewed and revised (or requested revisions of) this Agreement and have participated
in the preparation of this Agreement, and therefore any rules of construction requiring that ambiguities are to be resolved against the
Party which drafted the Agreement or any exhibits hereto shall not be applicable in the construction and interpretation of this Agreement
or any exhibits hereto.

16.7.5. The terms “hereby,” “hereof,” “hereto,” “herein,” “hereunder” and any similar terms shall refer to this Agreement, and
not solely to the provision in which such term is used.

16.7.6. The terms “include,” “including” and similar terms shall be construed as if followed by the phrase “without limitation.”

16.7.7. The term “sole discretion” with respect to any determination to be made a Party under this Agreement shall mean the
sole and absolute discretion of such Party, without regard to any standard of reasonableness or other standard by which the determination
of such Party might be challenged.

16.8 Severability. If any term or provision of this Agreement is held to be or rendered invalid or unenforceable at any time in any
jurisdiction, such term or provision shall not affect the validity or enforceability of any other terms or provisions of this Agreement, or
the validity or enforceability of such affected term or provision at any other time or in any other jurisdiction.

16.9 JURISDICTION AND VENUE. ANY LITIGATION OR OTHER COURT PROCEEDING WITH RESPECT TO ANY
MATTER ARISING FROM OR IN CONNECTION WITH THIS AGREEMENT SHALL BE CONDUCTED IN STATE OR FEDERAL
COURT IN THE JURISDICTION WHERE THE PROPERTY IS LOCATED, AND SELLER (FOR ITSELF AND ALL SELLER
INDEMNITEES) AND PURCHASER (FOR ITSELF AND ALL PURCHASER INDEMNITEES) HEREBY SUBMIT TO
JURISDICTION AND CONSENT TO VENUE IN SUCH COURTS, AND WAIVE ANY DEFENSE BASED ON FORUM NON
CONVENIENS.
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16.10 WAIVER OF TRIAL BY JURY. EACH PARTY HEREBY WAIVES ITS RIGHT TO A TRIAL BY JURY IN ANY
LITIGATION OR OTHER COURT PROCEEDING WITH RESPECT TO ANY MATTER ARISING FROM OR IN CONNECTION
WITH THIS AGREEMENT.

16.11 Prevailing Party. If any litigation or other court action, arbitration or similar adjudicatory proceeding is commenced by any Party
to enforce its rights under this Agreement against any other Party, all fees, costs and expenses, including reasonable attorneys’ fees and
court costs, incurred by the prevailing Party in such litigation, action, arbitration or proceeding shall be reimbursed by the losing Party;
provided, that if a Party to such litigation, action, arbitration or proceeding prevails in part, and loses in part, the court, arbitrator or other
adjudicator presiding over such litigation, action, arbitration or proceeding shall award a reimbursement of the fees, costs and expenses
incurred by such Party on an equitable basis.

16.12 Incorporation of Recitals, Exhibits and Schedules. The recitals to this Agreement, and all exhibits and schedules referred to in
this Agreement are incorporated herein by such reference and made a part of this Agreement. The information disclosed in any particular
schedule to this Agreement shall be deemed to relate to and to qualify only the particular matter set forth in the corresponding numbered
section in this Agreement; provided, however, to the extent that an item in a schedule is relevant and reasonably apparent on its face
to apply to the disclosure required by another schedule, such item shall be deemed to be disclosed in such schedule whether or not an
explicit cross-reference appears.

16.13 Entire Agreement. This Agreement sets forth the entire understanding and agreement of the Parties hereto, and shall supersede
any agreements and understandings (written or oral), including any letter of intent, between the Parties on or prior to the Effective Date
with respect to the transaction described in this Agreement.

16.14 Amendments. Waivers and Termination of Agreement. No amendment or modification to any terms or provisions of this
Agreement, waiver of any covenant, obligation, breach or default under this Agreement or termination of this Agreement (other than as
expressly provided in this Agreement), shall be valid unless in writing and executed and delivered by each of the Parties.

16.15 Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be deemed to be an original,
but all of which shall constitute one and the same instrument. The submission of a signature page transmitted by facsimile (or similar
electronic transmission facility, including PDF via email) shall be considered as an “original” signature page for purposes of this
Agreement so long as the original signature page is thereafter transmitted by mail or by other delivery service and the original signature
page is substituted for the facsimile (or similar electronic transmission facility, including PDF via email) signature page in the original
and duplicate originals of this Agreement.
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16.16 1031 Exchange. If either Seller or Purchaser wishes to enter into a like-kind exchange (either simultaneous with the Closing or
deferred) with respect to the Property under Section 1031 of the Code (“Exchange”), the other Party shall cooperate in all reasonable
respects to effectuate the Exchange, including the execution of documents; provided (i) the cooperating Party shall incur no liability or
expense related to the Exchange and (ii) the Closing shall not be contingent upon, nor extended or delayed by, such Exchange (other
than as expressly provided in this Section 16.16). Purchaser’s or Seller’s cooperation shall include, but not be limited to, permitting the
assignment of rights under this Agreement to a qualified intermediary (as defined in Treasury Regulation Section 1.1031 (k)-1(g)(4)(iii))
(the “QI”), or permitting an assignment of this Agreement to a QI to effectuate the Exchange and/or entering into an agreement with a
QI for the acquisition of the Property (or interests in the Property) and permitting the assignment of rights under this Agreement to two
or more assignees as tenants in common in connection with the Exchange (which may involve the conveyance of a tenancy in common
interest immediately prior to Closing to facilitate a “drop and swap” transaction), provided that Purchaser or Seller, as the case may
be, shall remain obligated for all of the terms and conditions hereunder. Seller represents that Seller shall be the “Exchangor” under an
Exchange for the Property, as the “Relinquished Property”, and shall be the purchasing entity for the “Replacement Property” in such
Exchange, as all such terms are used and defined in similar Exchanges. Each Party acknowledges and agrees that in the event the other
Party requires additional time in order to effectuate its Exchange, the requesting Party shall have the one-time right, in its sole discretion,
to extend the Closing Date for up to thirty (30) days by delivering written notice to the other Party on or before five (5) days prior to the
originally scheduled Closing Date. The exchanging Party shall be responsible for all agreements, documents and escrow instructions and
no substitution of or assignment to another party to effectuate such exchange shall release any other Party from its obligations, warranties
or obligations under this Agreement or from liability from any prior or subsequent default.

16.17 Remedies. Except as otherwise provided herein, any and all remedies with respect to a Party’s willful or intentional breach
hereunder expressly conferred upon a Party shall be deemed cumulative with and not exclusive of any other remedy conferred hereby, or
by law or equity upon such Party, and the exercise by a Party of any one remedy shall not preclude the exercise of any other remedy.

16.18 Survival. This Article XVI shall survive the Closing.

[Signatures appear on next page.]
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IN WITNESS WHEREOF, each Party has caused this Agreement to be executed and delivered in its name by a duly
authorized officer or representative.

SELLER:

KAUAI COCONUT BEACH, LLC,
a Delaware limited liability company

By:
Name:
Title:

KAUAI COCONUT BEACH OPERATOR, LLC, a Delaware
limited liability company

By:

Name:

Title:
PURCHASER:

KHS, LLC,
a Delaware limited liability company

By:
Name:

Title:
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Exhibit 14
LIGHTSTONE Value Plus Real Estate Investment Trust V, Inc.
CODE OF BUSINESS CONDUCT AND ETHICS
OVERVIEW
This Code of Business Conduct and Ethics (this “Code”) sets forth the guiding principles by which we operate our company

and conduct our daily business with our stockholders, customers, vendors and with each other. These principles apply to all the directors,
officers and employees of Lightstone Real Estate Income Trust Inc. and its subsidiaries (referred to in this Code as the “Company,”

“we,” “us” or “our”).
The board of directors of the Company has adopted this Code in order to promote:
. honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal
and professional relationships;
+  full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the Company;
+ compliance with applicable governmental rules and regulations; and
*  accountability for adherence to this Code.
PRINCIPLES

Complying with Laws, Regulations, Policies and Procedures

All directors, officers and employees are expected to understand, respect and comply with all the laws, regulations, policies and
procedures that apply to them in their positions with the Company. Employees are responsible for talking to their supervisors to determine
which laws, regulations and Company policies apply to their position and what training is necessary to understand and comply with them.

Directors, officers and employees are directed to specific policies and procedures available to them and to persons they
supervise.

Insider Trading

No director, officer or employee who has access to confidential information may use or share that information for securities
trading purposes or for any other purpose except the conduct of our business. All non-public information about the Company should be
considered confidential information. To use non-public information for personal financial benefit or to “tip” others who might make an
investment decision on the basis of this information is not only unethical but also illegal. You must always have any sales or acquisitions
of the Company’s securities pre-approved by the Company’s chief executive officer. If you have any questions, please consult the
Company’s chief executive officer.
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Conflicts of Interest

All directors, officers and employees should be scrupulous in avoiding any action or interest that conflicts with, or gives the
appearance of a conflict with, the Company’s interests. A “conflict of interest” exists whenever an individual’s private interests interfere
or conflict in any way (or even appear to interfere or conflict) with the interests of the Company. A conflict situation can arise when
an employee, officer or director takes actions or has interests that may make it difficult to perform his or her work for the Company
objectively and effectively. Conflicts of interest may also arise when a director, officer or employee or a member of his or her family
receives improper personal benefits as a result of his or her position with the Company, whether from a third party or from the Company.

Sometimes, conflicts of interest will develop accidentally or unexpectedly, and the appearance of a conflict of interest can also
easily arise. If an employee, officer or director has a conflict, actual or potential, the employee, officer or director should report such
conflict to higher levels of management, the board of directors or the chief executive officer. Conflicts of interest may not always be
clear-cut, so if a question arises, employees, officers or directors should consult with higher levels of management, the board of directors
or the chief executive officer.

Any employee, officer or director that becomes aware of a conflict or potential conflict should bring it to the attention of higher
levels of management, the board of directors or the chief executive officer. Such communications will be kept confidential to the extent
feasible.

Corporate Opportunity

Directors, officers and employees are prohibited from: (a) taking for themselves corporate opportunities that properly belong to
the Company or are discovered through the use of corporate property, information or position; (b) using corporate property, information
or position for personal gain; and (c) competing with the Company. Directors, officers and employees owe a duty to the Company to
advance its legitimate interests when the opportunity to do so arises.

Confidentiality

Employees, officers and directors must maintain the confidentiality of information entrusted to them by the Company, our
suppliers, our business partners and prospective business partners, except when disclosure is either expressly authorized by the Company
or required by law. Confidential information includes all non-public information, including information that might be of use to
competitors, or harmful to the Company or its suppliers, business partners and prospective business partners, if disclosed. It also includes
information that suppliers, business partners and prospective business partners have entrusted to us. The Company expects that each
employee, officer and director will preserve all such confidential information even after his or her employment or relationship with
the Company ends. In some cases, disclosure of any such confidential information, even after termination of employment or other
relationship, may result in civil liability to the individual. All employees, officers and directors must, upon termination of employment or
relationship with the Company, return all confidential information to the Company, including originals and copies, whether in electronic
or hard copy.
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Fair Dealing

The Company seeks to outperform its competition fairly and honestly. The Company seeks competitive advantages through
superior performance, never through unethical or illegal business practices. Stealing proprietary information, possessing or utilizing trade
secret information that was obtained without the owner’s consent or inducing such disclosures by past or present employees of other
companies is prohibited.

Each director, officer and employee is expected to deal fairly with the Company’s customers, suppliers, brokers, agents,
competitors, officers and employees. No one should take unfair advantage of anyone through manipulation, concealment, abuse of
privileged information, misrepresentation of material facts or any other unfair dealing.

The purpose of business entertainment and gifts in a commercial setting is to create goodwill and sound working relationships,
not to gain unfair advantage with customers. No gift or entertainment should ever be offered, given, provided or accepted by any director,
officer or employee of the Company unless (1) it is not a cash gift, (2) it is consistent with customary business practices, (3) there was
a prior social relationship between the parties, (4) it is nominal in value, (5) the gift cannot be construed as a bribe or payoff and (6) it
does not violate any laws or regulations. No tickets to events should be offered, given, provided or accepted by any director, officer or
employee of the Company unless the party providing the tickets is present at such event or the tickets have been pre-approved by the
chief executive officer. Any gifts that are substantial in nature (i.e., with a value of $250 or more, or of relative scarcity, including, but
limited to, gifts of tickets to major sporting or cultural events) must be pre-approved by the chief executive officer. Please discuss with
the chief executive officer any gifts or proposed gifts which you are not certain are appropriate.

Protection and Proper Use of the Company Assets

All directors, officers and employees should endeavor to protect the Company’s assets and ensure their efficient use. Theft,
carelessness, and waste have a direct impact on the Company’s profitability. Any suspected incident of fraud or theft should be
immediately reported for investigation. Company equipment should not be used for non-Company business, though incidental personal
use may be permitted.

The obligation of directors, officers and employees to protect the Company’s assets includes its proprietary information.
Proprietary information includes intellectual property such as trademarks and copyrights, as well as business, marketing and service plans,
databases, records, salary information and any unpublished financial data and reports. Unauthorized use or distribution of this information
would violate Company policy. It could also be illegal and result in civil or even criminal penalties.

Payments to Government Personnel
The U.S. Foreign Corrupt Practices Act prohibits giving anything of value, directly or indirectly, to officials of foreign

governments or foreign political candidates in order to obtain or retain business. It is strictly prohibited to make illegal payments to
government officials of any country.
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In addition, the U.S. government has a number of laws and regulations regarding business gratuities which may be accepted
by U.S. government personnel. The promise, offer or delivery to an official or employee of the U.S. government of a gift, favor or
other gratuity in violation of these rules would not only violate Company policy but could also be a criminal offense. State and local
governments, as well as foreign governments, may have similar rules. The Company’s chief executive officer can provide guidance to
you in this area.

Public Company Reporting

As a public company, it is of critical importance that the Company’s filings with the Securities and Exchange Commission
(the “SEC”) be accurate, timely and in accordance with all applicable laws and regulations. Depending on his or her position with the
Company, an employee, officer or director may be called upon to provide necessary information to assure that the Company’s public
reports are complete, fair and understandable. The Company expects employees, officers and directors to take this responsibility very
seriously and to provide prompt accurate answers to inquiries related to the Company’s public disclosure requirements. However, no
employee, officer or director of the Company should respond to inquiries regarding, or otherwise communicate to any outside party,
results, forecasts or trends without the prior approval of the chief executive officer.

Financial Statements and Other Records
All the Company’s books, records, accounts and financial statements must be maintained in reasonable detail, must appropriately
reflect the Company’s transactions and must conform both to applicable legal requirements and to the Company’s system of internal

controls. Unrecorded or “off the books” funds or assets should not be maintained unless permitted by applicable law or regulation.

Records should always be retained or destroyed according to the Company’s record retention policies. In accordance with those
policies, in the event of litigation or governmental investigation, please consult the board of directors.

Discrimination and Harassment

The diversity of the Company’s directors, officers and employees is a tremendous asset. We are firmly committed to providing
equal opportunity in all aspects of employment and will not tolerate any discrimination or harassment of any kind.

Health and Safety
The Company strives to provide each employee, officer and director with a safe and healthful work environment. Each

employee, officer and director has responsibility for maintaining a safe and healthy workplace by following safety and health rules and
practices and reporting accidents, injuries and unsafe equipment, practices or conditions.
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Violence and threatening behavior are not permitted. Each employee, officer and director should report to work in condition to
perform their duties, free from the influence of illegal drugs or alcohol. The use of illegal drugs in the workplace will not be tolerated.

REPORTING ILLEGAL OR UNETHICAL BEHAVIOR
Asking Questions and Voicing Concerns

This Code provides an overview of the legal and ethical responsibilities applicable to employees, officers and directors. Each
employee, officer and director is responsible for upholding these responsibilities.

The standards and expectations outlined here are intended to guide such individuals in making the right choices. If any aspect of
the Code is unclear, or if any individual has any questions or faces a situation that is not addressed herein, he or she should bring them
to the Company’s attention. The Company recognizes that in some situations it is difficult to know right from wrong. Since this Code
cannot anticipate every situation that will arise, it is important that the Company have a way to approach a new question or problem. Each
employee, officer and director should keep the following steps and questions in mind:

*  Make sure you have all the facts. To reach the right solutions, we must be as fully informed as possible.
Ask yourself: What specifically am I being asked to do? Does it seem unethical or improper? This will enable you to focus on
»  the specific question you are faced with, and the alternatives you have. Use your judgment and common sense; if something
seems unethical or improper, it probably is.
Clarify your responsibility and role. In most situations, there is shared responsibility. Are your colleagues informed? It may help
to get others involved and discuss the problem.
Discuss the problem with your supervisor. This is the basic guidance for all situations. In many cases, your supervisor will be
*  more knowledgeable about the question, and will appreciate being brought into the decision-making process. Remember that it
is your supervisor’s responsibility to help solve problems.
Seek help from Company resources. In the rare case where it may not be appropriate to discuss an issue with your supervisor, or
*  where you do not feel comfortable approaching your supervisor with your question, discuss it with your supervisor’s superior or
the chief executive officer.
*  Always ask first, act later. If you are unsure of what to do in any situation, seek guidance before you act.

Duty to Report

Employees, officers and directors who suspect or know of violations of this Code or illegal or unethical business or workplace
conduct by employees, officers or directors have a duty to report it immediately. Each person is encouraged to report such conduct to a
supervisor or superior, but if the individuals to whom such information is conveyed are not responsive, or if there is reason to believe that
reporting to such individuals is inappropriate in particular cases, then the employee, officer or director may contact the chief executive
officer. Such communications will be kept in confidence to the extent appropriate or permitted by law. If the employee, officer or director
is still not satisfied with the response, the employee may contact chairman of the board of directors or any of the Company’s outside
directors. While employees, officers and directors are encouraged to use the Company’s internal reporting system outlined, above, in all
cases, employees, directors and officers may directly report such violations outside the Company to appropriate authorities in accordance
with law.
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The Company’s policy is to comply with all applicable financial reporting and accounting regulations. If any director, officer or
employee of the Company has unresolved concerns or complaints regarding questionable accounting or auditing matters of the Company,
then he or she is encouraged to submit those concerns or complaints (anonymously, confidentially or otherwise) to the audit committee
or the chief financial officer. Subject to their legal duties, the audit committee and the chief financial officer will treat such submissions
confidentially. Such submissions may be directed to the attention of the audit committee, any director who is a member of the audit
committee or the chief financial officer.

Each director, officer and employee who is involved in the Company’s periodic reports and other documents filed with the
SEC, including all financial statements and other financial information, must comply with applicable federal securities laws and SEC
regulations. Each director, officer and employee who is involved in the Company’s public disclosure process must: (a) be familiar with
and comply with the Company’s disclosure controls and procedures and its internal control over financial reporting; and (b) take all
necessary steps to ensure that all filings with the SEC and all other public communications about the financial and business condition of
the Company provide full, fair, accurate, timely and understandable disclosure.

The Company will make a telephone hotline available for reporting illegal or unethical behavior as well as questionable
accounting or auditing matters and other accounting, internal accounting controls or auditing matters on a confidential, anonymous basis.
Any concerns regarding accounting or auditing matters reported to this hotline will be communicated directly to the chief executive
officer.

When reporting a concern, an individual should supply sufficient information so that the matter may be investigated properly. As
the ultimate objective of any investigation is to uncover the truth, any employee, officer or director who is found to have lied during an
internal investigation will be subject to appropriate discipline, which could include immediate termination without compensation for that
act of dishonesty. Full cooperation is expected both from anyone who is suspected or accused of improper conduct and from anyone who
makes accusations against somebody else. Any information provided by an employee, officer or director will be handled in a confidential
manner to the greatest extent possible. Moreover, as described below, the Company prohibits retaliation for reporting illegal or unethical
behavior.

Any person involved in any investigation in any capacity of possible misconduct must not discuss or disclose any information
to anyone outside the investigation unless required or permitted by law or when seeking his or her own legal advice, and is expected to
cooperate fully in any investigation.
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Any use of these reporting procedures in bad faith or in a false or frivolous manner will be considered a violation of this Code.
Further, these reporting methods should not be used for personal grievances not involving this Code.

Non-Retaliation

The Company prohibits retaliation of any kind against individuals who have made good faith reports or complaints of violations
of this Code or other known or suspected illegal or unethical conduct. Specifically, the Company will not discharge, demote, suspend,
threaten, harass, or in any other manner discriminate against an employee for lawfully reporting internally or to appropriate authorities,
or providing information or assistance in an investigation regarding misconduct. Any employee, officer or director who retaliates against
another employee, officer or director for reporting known or suspected violations of legal or ethical obligations will be in violation of this
Code and subject to disciplinary action, up to and including dismissal. Such retaliation may also be a violation of the law, and as such,
could subject both the individual offender and the Company to legal liability.

AMENDMENT, MODIFICATION AND WAIVER

This Code may be amended or modified by the board of directors of the Company, after receiving appropriate recommendation
from any relevant committee, as appropriate. Only the board of directors or a committee of the board of directors with specific delegated
authority may grant waivers of this Code. Any waivers will be promptly disclosed as required by law or stock exchange regulation.

VIOLATIONS

Violation of this Code is grounds for disciplinary action up to and including termination of employment. Such action is in
addition to any civil or criminal liability which might be imposed by any court or regulatory agency.
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Exhibit 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
I, Thomas P. Kennedy, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Lightstone Value Plus Real Estate Investment Trust V, Inc. (Formerly
Behringer Harvard Opportunity REIT II, Inc.);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared,

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/s/ Thomas P. Kennedy
Thomas P. Kennedy
President

Principal Executive Officer

Date: August 14, 2017
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Exhibit 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
I, Donna Brandin, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Lightstone Value Plus Real Estate Investment Trust V, Inc. (Formerly
Behringer Harvard Opportunity REIT II, Inc.);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared,

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

/s/ Donna Brandin

Donna Brandin
Chief Financial Officer
Principal Financial Officer

Date: August 14, 2017
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Exhibit 32.1
SECTION 1350 CERTIFICATION

This Certificate is being delivered pursuant to the requirements of Section 1350 of Chapter 63 (Mail Fraud) of Title 18 (Crimes
and Criminal Procedures) of the United States Code, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, and shall
not, except to the extent required by the Sarbanes-Oxley Act of 2002, be deemed filed for the purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.

The undersigned, who is the President of Lightstone Value Plus Real Estate Investment Trust V, Inc. (Formerly Behringer
Harvard Opportunity REIT II, Inc.) (the “Company”), hereby certifies, to his knowledge:

The Quarterly Report on Form 10-Q of the Company (the “Report”), which accompanies this Certificate, fully complies with
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and all information contained in the Report fairly
presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Thomas P. Kennedy
Thomas P. Kennedy

President
Date: August 14, 2017

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the
registrant and will be retained by the registrant and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32.2
SECTION 1350 CERTIFICATION

This Certificate is being delivered pursuant to the requirements of Section 1350 of Chapter 63 (Mail Fraud) of Title 18 (Crimes
and Criminal Procedures) of the United States Code, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, and shall
not, except to the extent required by the Sarbanes-Oxley Act of 2002, be deemed filed for the purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.

The undersigned, who is the Chief Financial Officer of Lightstone Value Plus Real Estate Investment Trust V, Inc. (Formerly
Behringer Harvard Opportunity REIT II, Inc.) (the “Company”), hereby certifies, to his knowledge:

The Quarterly Report on Form 10-Q of the Company (the “Report”), which accompanies this Certificate, fully complies with
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, and all information contained in the Report fairly
presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Donna Brandin

Donna Brandin
Chief Financial Officer

Date: August 14, 2017

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the
registrant and will be retained by the registrant and furnished to the Securities and Exchange Commission or its staff upon request.
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Document And Entity
Information - shares

Document Information [Line Items]

Document Type

Amendment Flag

Document Period End Date
Document Fiscal Year Focus
Document Fiscal Period Focus

Entity Registrant Name

Entity Central Index Key
Current Fiscal Year End Date
Entity Filer Category

Entity Common Stock, Shares
Outstanding

6 Months Ended
Aug. 09,

Jun. 30, 2017 2017

10-Q

false

Jun. 30, 2017

2017

Q2

Lightstone Value Plus Real Estate Investment Trust V,
Inc.

0001387061
--12-31
Non-accelerated Filer

24,996,586
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Consolidated Balance Sheets
- USD ()
$ in Thousands

Real estate

Land and improvements, net

Building and improvements, net

Total real estate

Cash and cash equivalents

Restricted cash

Accounts receivable, net

Prepaid expenses and other assets
Investment in unconsolidated joint venture

Furniture, fixtures and equipment, net
Lease intangibles, net

Total Assets

Liabilities and Stockholders' Equity
Notes payable, net

Accounts payable

Payables to related parties

Acquired below-market leases, net

Distributions payable to noncontrolling interest

Income taxes payable
Deferred gain

Accrued and other liabilities
Total liabilities
Stockholders' Equity:

Preferred stock, $.0001 par value per share: 50.000.000 shares authorized, none issued and

outstanding

Convertible stock, $.0001 par value per share: 1,000 shares authorized, 1.000 issued and

outstanding

Common stock, $.0001 par value per share; 350,000,000 shares authorized, 24.996.586 and
25,218.770 shares issued and outstanding at June 30, 2017 and December 31, 2016,

respectively
Additional paid-in-capital

Accumulated other comprehensive loss
Accumulated deficit

Total Company stockholders' equity
Noncontrolling interest

Total Stockholder's Equity

Total Liabilities and Stockholders' Equity
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Jun. 30, Dec. 31,
2017 2016

$42,437 $42,710
129,096 132,359
171,533 175,069
64,890 67,111

4,886 6,101
2,309 1,415
847 1,051
14,658 14,658
2,371 3,148
308 352

261,802 268,905

138,004 142,332

474 491
145 370
59 65

18 21

46 38
964 1,247
6,790 5,702

146,500 150,266

226,744 227,891
(208)  (495)
(117,061)(114,666)
109,478 112,733
5824 5,906
115,302 118,639

$ $
261,802 268,905
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Consolidated Balance Sheets
(Parenthetical) - $ / shares

Preferred stock, par value (in dollars per share)

Preferred stock, shares authorized (in shares)

Preferred stock, shares issued (in shares)

Preferred stock, shares outstanding (in shares)

Jun. 30, 2017 Dec. 31, 2016

$0.0001
50,000,000
0

0

Convertible stock, par value (in dollars per share)$ 0.0001

Convertible stock, shares authorized (in shares)

Convertible Stock Shares Issued (in share)

1,000
1,000

Convertible stock, shares outstanding (in shares) 1,000

Common stock, par value (in dollars per share)

Common stock, shares authorized (in shares)
Common stock, shares issued (in shares)

Common stock, shares outstandin

in shares

$0.0001
350,000,000
24,996,586
24,996,586

$ 0.0001
50,000,000
0

0

$ 0.0001
1,000
1,000
1,000

$ 0.0001
350,000,000
25,218,770
25,218,770

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://www.secdatabase.com

Consolidated Statements of
Operations and
Comprehensive Income
(Loss) - USD ($)
$ in Thousands
Revenues
Rental revenues

Hotel revenues

Total revenues

Expenses

Property operating expenses
Hotel operating expenses
Interest expense, net

Real estate taxes

Property management fees

Asset management fees
General and administrative

Depreciation and amortization

Total expenses

Interest income, net

Other income (expense)

Loss before gain on sale of real estate
Gain on sale of real estate

Net loss

Net (income) loss attributable to the noncontrolling interest

Net loss attributable to the Company's shares
Weighted average shares outstanding:
Basic and diluted

Basic and diluted loss per share
Comprehensive income (loss):

Net loss

Other comprehensive income (loss):
Foreign currency translation gain (loss)
Total other comprehensive income (loss)
Comprehensive loss

Comprehensive (income) loss attributable to noncontrolling

interest

Comprehensive loss attributable to the Company's shares

3 Months Ended

Jun. 30,

2017

$6,151
5,209
11,360

1,974
3,676
1,773
1,118
363

510

963
2,568
12,945
65

3

(1,517)
0
(1,517)
(22)

$ (1,539)

25,026
$ (0.06)

$(1,517)

233
233
(1,284)

(22)
$ (1,306)

Jun. 30,
2016

$ 7,531
4,162
11,693

2,210
3,262
1,607
1,451
376

605

739
2,615
12,865
19

(73)
(1,226)
0
(1,226)
61

$ (1,165)

25,466
$ (0.05)

$ (1,226)

(88)
(88)
(1,314)

61
$ (1,253)
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6 Months Ended
Jun. 30, Jun. 30,

2017 2016
$12,223 $ 14,850
10,554 9,293
22,777 24,143
4,061 4,493
7,246 6,710
3,242 3,131
2,225 2,916
758 790
1,019 1,219
1,761 1,541
5,146 5,780
25,458 26,580
127 33
4 211
(2,550) (2,193)
282 0
(2,268) (2,193)
(127) (45)
$(2,395) $(2,238)
25,098 25,510
$(0.10) $ (0.09)
$(2,268) $(2,193)
287 69
287 69
(1,981) (2,124)
(127) (45)
$(2,108) $(2,169)
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Consolidated Statement of

Stockholders' Equity - 6 Additional Accumulated
months ended Jun. 30, 2017 - Total Convertible Common Paid-in Other Accumulated Noncontrolling
USD () Stock Stock Canital Comprehensive  Deficit Interests
shares in Thousands, $ in P Loss
Thousands
Beginning Balance at Dec. 31, $
2016 118,639$ 0 $3 $227,891 § (495) $(114,666) $ 5,906
Beginning Balance (in shares) | 25219

at Dec. 31, 2016
Increase (Decrease) in
Stockholders' Equity
Net (loss) income (2,268) $0 $0 0 0 (2,395) 127
Contributions from
noncontrolling interest holders
Distributions to noncontrolling
interest holders

Redemption and cancellation

30 0 0 0 0 30

(239) 0 0 0 0 0 (239)

of shares (1,147) $ 0 $0 (1,147) 0 0 0
Redemption and cancellation

(in shares) 0 (222)

Fo.relszn currency translation 287 $0 $0 0 287 0 0

gain

Ending Balance at Jun. 30, $

2017 115,302$ 0 $3 $ 226,744 $ (208) $(117,061) $ 5,824
Ending Balance (in shares) at

Jun. 30, 2017 I 24,997
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Consolidated Statements of
Cash Flows - USD (§)
$ in Thousands
CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation and amortization

Amortization of deferred financing fees

Loss on derivatives

Gain on sale of real estate

Changes in operating assets and liabilities:

Accounts receivable

Prepaid expenses and other assets

Accounts payable

Income taxes payable

Accrued and other liabilities

Payables to related parties

Lease intangibles

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment in unconsolidated joint venture

Additions of real estate and furniture, fixtures, and equipment
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on notes payable

Proceeds from notes payable

Financing costs

Redemptions of common stock

Distributions paid on common stock
Contributions from noncontrolling interest holders
Distributions to noncontrolling interest holders
Net cash used in financing activities

Effect of exchange rate changes on cash, cash equivalents, and restricted cash

Net change in cash, cash equivalents restricted cash

Cash, cash equivalents restricted cash, beginning of year
Cash, cash equivalents restricted cash. end of period

Supplemental cash flow information for the periods indicated is as follows:

Cash paid for interest, net of amounts capitalized
Income taxes paid, net

Capital expenditures for real estate in accounts payable
Capital expenditures for real estate in accrued liabilities

Accrued distributions to noncontrolling interest
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6 Months Ended
Jun. 30, 2017 Jun. 30, 2016

$ (2,268)

5,065
289

(282)

(762)
204
(16)
9
1,147
(356)
(10)
3,020

0
(851)
(851)

(39,068)
36,000
(1,465)
(1,147)
0

30
(242)
(5,892)
287
(3,436)
73,212
69,776

1,484
0

0

0
$18

$(2,193)

5,701
275
2

0

772
503
198
(35)
(411)
(124)
(51)
4,637

(176)
(1,266)
(1,442)

(872)
0

0

(680)
(38,378)
60
(691)
(40,561)
96
(37,270)
81,396
44,126

2,947
60

9

72
$18
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Business and Organization

Organization, Consolidation
and Presentation of

Financial Statements

[Abstract]
Business and Organization

6 Months Ended
Jun. 30, 2017

1. Business and Organization
Business

Behringer Harvard Opportunity REIT II, Inc., which changed its name to Lightstone Value Plus Real Estate Investment Trust V, Inc. effective

be referred to as the “Company,” “we,” “us,” or “our”), was organized as a Maryland corporation on January 9, 2007 and has elected to be taxed,
a real estate investment trust (“REIT”) for federal income tax purposes.

We were formed primarily to acquire and operate commercial real estate and real estate-related assets on an opportunistic and value-add basi
focused generally on acquiring commercial properties with significant possibilities for capital appreciation, such as those requiring development,
repositioning, those located in markets and submarkets with high growth potential, and those available from sellers who are distressed or face tim
have acquired a wide variety of commercial properties, including office, industrial, retail, hospitality, and multifamily. We have purchased existir
properties, and newly-constructed properties. We have also invested in a mortgage loan and a mezzanine loan. We intend to hold the various real |
have invested until such time as our board of directors determines that a sale or other disposition appears to be advantageous to achieve our invest
appears that the objectives will not be met. As of June 30, 2017, we had eight real estate investments, seven of which were consolidated through i
ventures.

Substantially all of our business is conducted through Behringer Harvard Opportunity OP II LP, a limited partnership organized in Delaware
Partnership”). As of June 30, 2017, our wholly-owned subsidiary, BHO II, Inc., a Delaware corporation, owned a 0.1% partnership interest in the
its sole general partner. As of June 30, 2017, our wholly-owned subsidiary, BHO Business Trust II, a Maryland business trust, was the sole limite
Partnership and owned the remaining 99.9% interest in the Operating Partnership.

Our business has been managed by an external advisor since the commencement of our initial public offering, and we have no employees. Fr
through February 10, 2017, an affiliate of Stratera Services, LLC, formerly known as “Behringer Harvard Holdings, LLC” (“Behringer”), acted a:
“Behringer Advisor”). On February 10, 2017, we terminated our engagement of the Behringer Advisor and engaged affiliates of the Lightstone G
BH II Advisor LLC and LSG Development Advisor LLC (collectively, the “Advisor”), to provide advisory services to us. The external advisor is
our day-to-day affairs and for services related to the management of our assets.

Organization

In connection with our initial capitalization, we issued 22,471 shares of our common stock and 1,000 shares of our convertible stock to Behri
Behringer transferred its shares of convertible stock to one of its affiliates on April 2, 2010. Behringer transferred its shares of convertible stock t
on February 10, 2017. As of June 30, 2017, we had 25.0 million shares of common stock outstanding and 1,000 shares of convertible stock outsta
convertible stock is held by an affiliate of Lightstone.

Our common stock is not currently listed on a national securities exchange. The timing of a liquidity event for our stockholders will depend
market conditions. We previously targeted the commencement of a liquidity event within six years after the termination of our initial public offeri
3,2011. On June 29, 2017, our board of directors elected to extend the targeted timeline an additional six years until June 30, 2023 based on their
investment objectives and liquidity options for our stockholders. However, we can provide no assurances as to the actual timing of the commence
for our stockholders or the ultimate liquidation of the Company. We will seek stockholder approval prior to liquidating our entire portfolio.
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Interim Unaudited Financial
Information

Interim Unaudited Financial

Information Disclosure

[Abstract]

Interim Unaudited Financial

Information

6 Months Ended
Jun. 30, 2017

2. Interim Unaudited Financial Information

The accompanying unaudited interim consolidated financial statements and related notes should be read in conjunction with the audited cons
statements and related notes as contained in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2016, which wa
and Exchange Commission (the “SEC”) on March 16, 2017. The unaudited interim consolidated financial statements include all adjustments (cor
recurring adjustments) and accruals necessary in the judgment of management for a fair presentation of the results for the periods presented. The :
consolidated financial statements of Lightstone Value Plus Real Estate Investment Trust V, Inc. have been prepared in accordance with accounting
accepted in the United States of America (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article 10 of Re
Accordingly, they do not include all of the information and footnotes required by GAAP for complete financial statements.

The consolidated balance sheet as of December 31, 2016 included herein has been derived from the consolidated balance sheet included in th
Report on Form 10-K.

The unaudited consolidated statements of operations for interim periods are not necessarily indicative of results for the full year or any other

In the Notes to Consolidated Financial Statements, all dollar and share amounts are in thousands of dollars and shares, respectively, unless ot
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Summary of Significant
Accounting Policies

Accounting Policies
[Abstract]

Summary of Significant
Accounting Policies

6 Months Ended
Jun. 30, 2017

3. Summary of Significant Accounting Policies
Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the re
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and e
reporting period. The most significant assumptions and estimates relate to the valuation of real estate, depreciable lives, and revenue recognition.
assumptions requires the exercise of judgment as to future uncertainties and, as a result, actual results could differ from these estimates.

Principles of Consolidation and Basis of Presentation

Our consolidated financial statements include our accounts and the accounts of other subsidiaries over which we have control. All inter-comy
and profits have been eliminated in consolidation. In addition, interests in entities acquired are evaluated based on applicable GAAP, and entities
interest entities (“VIE”) in which we are the primary beneficiary are also consolidated. If the interest in the entity is determined not to be a VIE, tl
for consolidation based on legal form, economic substance, and the extent to which we have control, substantive participating rights or both unde:
agreement. For entities in which we have less than a controlling interest or entities which we are not deemed to be the primary beneficiary, we ac
using the equity method of accounting.

There are judgments and estimates involved in determining if an entity in which we have made an investment is a VIE and, if so, whether we
beneficiary. The entity is evaluated to determine if it is a VIE by, among other things, calculating the percentage of equity being risked compared
entity. Determining expected future losses involves assumptions of various possibilities of the results of future operations of the entity, assigning :
possibility, and using a discount rate to determine the net present value of those future losses. A change in the judgments, assumptions, and estim:
result in consolidating an entity that should not be consolidated or accounting for an investment using the equity method that should in fact be cor
which could be material to our consolidated financial statements.

Real Estate

Accumulated depreciation and amortization related to our consolidated investments in real estate assets and intangibles were as follows:

Buildings and Land and Acquired
June 30, 2017 Improvements Improvements Lease Intangibles Market |
Cost $ 164,695 $ 45917 $ 1,610 §
Less: depreciation and amortization (35,599) (3,480) (1,302)
Net $ 129,096 $ 42,437 $ 308 $
Buildings and Land and Acquired
December 31, 2016 Improvements Improvements Lease Intangibles Market |
Cost $ 164,087 $ 45,885 § 1,599 §
Less: depreciation and amortization (31,728) (3,175) (1,247)
Net $ 132,359 $ 42,710 § 352§

We amortize the value of in-place leases, in-place tenant improvements, and in-place leasing commissions to expense over the initial term of
no event does the amortization period for intangible assets or liabilities exceed the remaining depreciable life of the building. Should a tenant ter
unamortized portion of the acquired lease intangibles related to that tenant would be charged to expense.

Real Estate Held for Sale

We classify properties as held for sale when certain criteria are met in accordance with GAAP. At that time, we present the assets and obliga
for sale separately in our consolidated balance sheet and we cease recording depreciation and amortization expense related to that property. Props
reported at the lower of their carrying amount or their estimated fair value, less estimated costs to sell. We did not have any real estate assets clas
June 30, 2017 or December 31, 2016.

Restricted Cash

As required by our lenders, restricted cash is held in escrow accounts for anticipated capital expenditures, real estate taxes, and other reserves
properties. Capital reserves are typically utilized for non-operating expenses such as tenant improvements, leasing commissions, and major capita
Alternatively, a lender may require its own formula for an escrow of capital reserves.

We early adopted the new Financial Accounting Standards Board (“FASB”) guidance on December 31, 2016, which changed the presentatior
flows and related disclosures for all periods presented and accordingly, the following is a summary of our cash, cash equivalents, and restricted ce
statements of cash flows for the six months ended June 30, 2016:
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June 30, 2016

Cash and cash equivalents $ 38,896

Restricted cash 5,230

Total cash, cash equivalents and restricted cash $ 44,126
Investment Impairment

For all of our real estate and real estate-related investments, we monitor events and changes in circumstances indicating that the carrying amc
assets may not be recoverable. Examples of the types of events and circumstances that would cause management to assess our assets for potentia
are not limited to: a significant decrease in the market price of an asset; a significant adverse change in the manner in which the asset is being use
in excess of the acquisition basis plus construction of the property; major vacancies and the resulting loss of revenues; natural disasters; a change
period; legitimate purchase offers; and changes in the global and local markets or economic conditions. To the extent that our portfolio is concen
locations, downturns specifically related to such regions may result in tenants defaulting on their lease obligations at those properties within a sho
result in asset impairments. When such events or changes in circumstances are present, we assess potential impairment by comparing estimated f
operating cash flows expected to be generated over the life of the asset and from its eventual disposition to the carrying amount of the asset. The:
prepared internally by the Advisor and reflect in-place and projected leasing activity, market revenue and expense growth rates, market capitaliza
and changes in economic and other relevant conditions. The Company’s principal executive officer and principal financial officer review these pr
assure that the valuation is prepared using reasonable inputs and assumptions that are consistent with market data or with assumptions that would
market participant and assume the highest and best use of the investment. We consider trends, strategic decisions regarding future development pl
our assessment of whether impairment conditions exist. In the event that the carrying amount exceeds the estimated future undiscounted operatin
an impairment loss to adjust the carrying amount of the asset to estimated fair value. While we believe our estimates of future cash flows are reas
assumptions regarding factors such as market rents, economic conditions, and occupancy rates could significantly affect these estimates.

In evaluating our investments for impairment, management may use appraisals and make estimates and assumptions, including, but not limite
disposition of the properties, the estimated future cash flows of the properties during our ownership, and the projected sales price of each of the pi
in these estimates and assumptions could result in understating or overstating the carrying value of our investments, which could be material to ot
addition, we may incur impairment charges on assets classified as held for sale in the future if the carrying amount of the asset upon classification
the estimated fair value, less costs to sell.

We also evaluate our investments in unconsolidated joint ventures at each reporting date. If we believe there is an other than temporary decli
record an impairment charge based on these evaluations. We assess potential impairment by comparing our portion of estimated future undiscour
expected to be generated by the joint venture over the life of the joint venture’s assets to the carrying amount of the joint venture. In the event the
exceeds our portion of estimated future undiscounted operating cash flows, we recognize an impairment loss to adjust the carrying amount of the
estimated fair value.

We believe the carrying value of our operating real estate assets and our investment in an unconsolidated joint venture is currently recoverabl
impairment charges for the six months ended June 30, 2017 and 2016. However, if market conditions worsen unexpectedly or if changes in our s
any key assumptions used in our fair value calculations, we may need to take charges in future periods for impairments related to our existing inv
cash charges would have an adverse effect on our consolidated financial position and results of operations.

Investment in Unconsolidated Joint Venture

We provide funding to third-party developers for the acquisition, development, and construction of real estate (“ADC Arrangement”). Under
may participate in the residual profits of the project through the sale or refinancing of the property. We evaluate this arrangement to determine if
similar to a loan or if the characteristics are more similar to a joint venture or partnership such as participating in the risks and rewards of the proj
investment partner. When we determine that the characteristics are more similar to a jointly-owned investment or partnership, we account for the
investment in an unconsolidated joint venture under the equity method of accounting or a direct investment (consolidated basis of accounting) ins
accounting. The ADC Arrangement is reassessed at each reporting period. See Note 8, Investment in Unconsolidated Joint Venture, for further di:

Revenue Recognition

We recognize rental income generated from leases of our operating properties on a straight-line basis over the terms of the respective leases, :
holidays, if any. Leases associated with our multifamily, student housing, and hotel assets are generally short-term in nature, and thus have no stre

Hotel revenue is derived from the operations of the Courtyard Kauai Coconut Beach Hotel and consists primarily of guest room, food and be
revenues such as laundry and parking. Hotel revenue is recognized as the services are rendered.

Accounts Receivable

Accounts receivable primarily consist of receivables related to our consolidated properties of $2.3 million and $1.4 million as of June 30, 201
respectively, and included straight-line rental revenue receivables of $0.4 million as of June 30, 2017 and December 31, 2016. The allowance for
insignificant as of both June 30, 2017 and December 31, 2016.

Furniture, Fixtures, and Equipment

Furniture, fixtures, and equipment are recorded at cost and are depreciated according to the Company’s capitalization policy, which uses the
their estimated useful lives of five to seven years. Furniture, fixtures, and equipment associated with properties classified as held for sale are not
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and repairs are charged to operations as incurred. Accumulated depreciation associated with our furniture, fixtures, and equipment was $10.9 mil
June 30, 2017 and December 31, 2016, respectively.

Deferred Financing Fees

Deferred financing fees are recorded at cost, accounted for as a reduction to notes payable, and are amortized to interest expense using a strai
approximates the effective interest method over the life of the related debt. Deferred financing fees, net were $2.0 million and $0.8 million as of J
December 31, 2016, respectively.

Income Taxes

We have elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended (the “Code”), and
since the year ended December 31, 2008. To qualify as a REIT, we must meet a number of organizational and operational requirements, includin
distribute at least 90% of our REIT taxable income to our stockholders. As a REIT, we generally will not be subject to federal income tax at the c
organized and operate in such a manner as to qualify for taxation as a REIT under the Code and intend to continue to operate in such a manner, bt
given that we will operate in a manner so as to qualify or remain qualified as a REIT. Taxable income from non-REIT activities managed through
(“TRS”) is subject to applicable federal, state, and local income and margin taxes. We currently have no taxable income associated with a TRS. O
are flow-through entities and are not subject to federal income taxes at the entity level.

We did not record any income tax during the three and six months ended June 30, 2017 and 2016.

We have reviewed our tax positions under GAAP guidance that clarify the relevant criteria and approach for the recognition and measuremen
positions. The guidance prescribes a recognition threshold and measurement attribute for the financial statement recognition of a tax position take
in a tax return. A tax position may only be recognized in the financial statements if it is more likely than not that the tax position will be sustained
believe it is more likely than not that the tax positions taken relative to our federal tax status as a REIT will be sustained in any tax examination.

Foreign Currency Translation

For our international investments where the functional currency is other than the U.S. dollar, assets and liabilities are translated using period-
the statement of operations amounts are translated using the average exchange rates for the respective period. Gains and losses resulting from the
from period to period are reported separately as a component of other comprehensive income (loss). Gains and losses resulting from foreign curre
included in the consolidated statements of operations and comprehensive income (loss).

Upon the substantial liquidation of our investment in a foreign entity, the cumulative translation adjustment (“CTA”) balance is required to b
accordance with Accounting Standards Update (“ASU”) 2013-05, upon disposal of the property, we recognize the CTA as an adjustment to the re

The Euro was the functional currency for the operations of Alte Jakobstrae (“AJS”) and Holstenplatz, which were both sold in 2015. As a re
Holstenplatz, we no longer have foreign operations. However, we still maintain a Euro-denominated bank account that is comprised primarily of |
proceeds from the sale of these properties, which we translate into U.S. dollars at the current exchange rate at each reporting period. As of June 3(
approximately $4.4 million in Euro-denominated accounts. For the three and six months ended June 30, 2017, the foreign currency translation adj
million and $0.3 million, respectively. For the three and six months ended June 30, 2016, the foreign currency translation adjustment was a loss o
$0.1 million, respectively.

Concentration of Credit Risk

As of June 30, 2017 and December 31, 2016, we had cash and cash equivalents deposited in certain financial institutions in excess of federall
diversified our cash and cash equivalents among several banking institutions in an attempt to minimize exposure to any one of these entities. We
financial stability of these financial institutions and believe that we are not exposed to any significant credit risk in cash and cash equivalents or re

Geographic and Asset Type Concentration

Our investments may at times be concentrated in certain asset types that are subject to higher risk of foreclosure, or secured by assets concen
of geographic locations. For the six months ended June 30, 2017, 46% and 15% of our total revenues were derived from our properties located in
respectively. Additionally, 46%, 29%, and 20% of our total revenues for the six months ended June 30, 2017 were from our hotel, multifamily, an
investments, respectively. To the extent that our portfolio is concentrated in limited geographic regions or types of assets, downturns relating gene
of asset may result in defaults on a number of our investments within a short time period, which may reduce our net income and the value of our
accordingly limit our ability to fund our operations.

Noncontrolling Interest

Noncontrolling interest represents the noncontrolling ownership interest’s proportionate share of the equity in our consolidated real estate inv
losses are allocated to noncontrolling interest holders based generally on their ownership percentage. If a property reaches a defined return thres|
distributions to noncontrolling interest which is different from the standard pro-rata allocation percentage. In certain instances, our joint venture a

liquidating distributions based on achieving certain return metrics (“promoted interest”).

Earnings per Share
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The Company had no potentially dilutive securities outstanding during the periods presented. Accordingly, earnings per share is calculated b
by the weighted-average number of shares of common stock outstanding during the applicable period.
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New Accounting

Pronouncements
New Accounting
Pronouncements and
Changes in Accounting
Principles [Abstract]

New Accounting
Pronouncements

6 Months Ended
Jun. 30, 2017

4. New Accounting Pronouncements
New Accounting Pronouncements to be Adopted

In May 2014, the FASB issued an update (“ASU 2014-09”) to ASC Topic 606, Revenue from Contracts with Customers. ASU 2014-09 outli
model for entities to use in accounting for revenue arising from contracts with customers and supersedes most of the existing revenue recognition
guidance will require companies to apply a five-step model in accounting for revenue arising from contracts with customers, as well as enhance d
revenue recognition. Lease contracts will be excluded from this revenue recognition criteria; however, the sale of real estate will be required to fo
2014-09 is effective for public companies for interim and annual reporting periods beginning after December 15, 2017. Either full retrospective a
retrospective adoption is permitted. We do not expect that the adoption of this pronouncement will have a material effect on our consolidated fina
we will continue to evaluate this assessment until the guidance becomes effective.

During the quarter ended June 30, 2016, the FASB issued subsequent updates to ASU 2014-09. In April 2016, the FASB issued an update (““/
Topic 606, Revenue from Contracts with Customers, Identifying Performance Obligations and Licensing. In May 2016, the FASB issued an upda
ASC Topic 606, Revenue from Contracts with Customers, Narrow-Scope Improvement and Practical Expedients. The amendments in these upda
principle of the guidance in Topic 606; rather, they added improvements to reduce the diversity in practice at initial application and the cost and ¢
Topic 606 both at transition and an ongoing basis. The areas affected include: assessing the collectability criteria; presentation of sales taxes and c
from customers; noncash consideration; contract modification and completed contracts at transition; and technical correction as it relates to retros
disclosure. The new guidance is effective January 1, 2018 and allows full or modified retrospective application. We do not expect the adoption o
2016-12 to have a material effect on our consolidated financial statements; however, we will continue to evaluate this assessment until the guidan

In February 2016, the FASB issued an update (“ASU 2016-02") to ASC Topic 842, Leases. ASU 2016-02 supersedes the existing lease accot
both lessee and lessor accounting. The new guidance will require lessees to recognize a liability to make lease payments and a right-of-use asset, |
present value of lease payments, for both operating and financing leases, with classification affecting the pattern of expense recognition in the sta
leases with a term of 12 months or less, lessees will be permitted to make an accounting policy election by class of underlying asset to not recogn
lease assets. Under this new pronouncement, lessor accounting will be largely unchanged from existing GAAP. The new standard will be effectiv
early adoption permitted. We do not expect that the adoption of this pronouncement will have a material effect on our consolidated financial state
continue to evaluate this assessment until the guidance becomes effective.

In June 2016, the FASB issued an update (“ASU 2016-13") to ASC Topic 326, Credit Losses. This amended guidance requires measurement
expected credit losses for financial assets held at the reporting date based on historical experience, current conditions, and reasonable and support
different from the current guidance as this will require immediate recognition of estimated credit losses expected to occur over the remaining life
Financial assets that are measured at amortized cost will be required to be presented at the net amount expected to be collected with an allowance
from the amortized cost basis. Generally, the pronouncement requires a modified retrospective method of adoption. This guidance is effective for
periods within those years beginning after December 15, 2019, with early adoption permitted. We are currently evaluating the impact this guidanc
consolidated financial statements when adopted.

In January 2017, the FASB issued an update (“ASU 2017-01") to ASC Topic 805, Business Combinations, Clarifying the Definition of a Bus
clarifies the definition of a business and assists in the evaluation of whether a transaction will be accounted for as an acquisition of an asset or as :
The guidance provides a test to determine when a set of assets and activities acquired is not a business. When substantially all of the fair value of
concentrated in a single identifiable asset or group of similar identifiable assets, the set is not a business. Under the updated guidance, an acquisiti
likely be treated as an asset acquisition as opposed to a business combination and associated transaction costs will be capitalized rather than exper
Additionally, assets acquired, liabilities assumed, and any noncontrolling interest will be measured at their relative fair values. This guidance is ef
interim periods within those years beginning after December 15, 2017, with early adoption permitted, including for interim or annual periods for
have not yet been issued. Upon adoption of this guidance, we anticipate future acquisitions of real estate assets, if any, will likely qualify as an as:
any future transactions costs associated with an asset acquisition will be capitalized and accounted for in accordance with the guidance in ASU 2(
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6 Months Ended
Jun. 30, 2017

5. Assets and Liabilities Measured at Fair Value

Fair value measurements are determined based on the assumptions that market participants would use in pricing the asset or liability. As a bs
participant assumptions in fair value measurements, a fair value hierarchy that distinguishes between market participant assumptions based on ma
sources independent of the reporting entity (observable inputs that are classified within Levels 1 and 2 of the hierarchy) and the reporting entity’s
market participant assumptions (unobservable inputs classified within Level 3 of the hierarchy) has been established.

Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets and liabilities that we have the ability to access. Level
than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. Level 2 inputs may include quotec
and liabilities in active markets, as well as inputs that are observable for the asset or liability (other than quoted prices), such as interest rates, fore
yield curves that are observable at commonly quoted intervals. Level 3 inputs are unobservable inputs for the asset or liability that are typically b
assumptions, as there is little, if any, related market activity. In instances where the determination of the fair value measurement is based on inpu
the fair value hierarchy, the level in the fair value hierarchy within which the fair value measurement falls is based on the lowest level input that i
value measurement in its entirety. Our assessment of the significance of a particular input to the fair value measurement in its entirety requires ju
factors specific to the asset or liability.

Recurring Fair Value Measurements

Currently, we use interest rate swaps and caps to manage our interest rate risk. The valuation of these instruments is determined using widel
techniques, including discounted cash flow analysis on the expected cash flows of each derivative. This analysis reflects the contractual terms of
the period to maturity, and uses observable market-based inputs, including interest rate curves, implied volatilities, and foreign currency exchange

We incorporate credit valuation adjustments to appropriately reflect both our own nonperformance risk and the respective counterparty’s non
value measurements. Although we have determined that the majority of the inputs used to value our derivatives fall within Level 2 of the fair val
valuation adjustments associated with our derivatives utilize Level 3 inputs, such as estimates of current credit spreads, to evaluate the likelihood
counterparties. However, as of June 30, 2017, we have assessed the significance of the impact of the credit valuation adjustments on the overall v
positions and have determined that the credit valuation adjustments are not significant to the overall valuation of our derivatives. As a result, we
derivative valuations in their entirety are classified in Level 2 of the fair value hierarchy.

As of June 30, 2017, Courtyard Kauai Coconut Beach Hotel was our only remaining asset with an interest rate cap and it had a nominal valuc

Derivative financial instruments classified as assets are included in prepaid expenses and other assets on the accompanying consolidated bala

Nonrecurring Fair Value Measurements

There were no impairment charges recorded during the six months ended June 30, 2017 and 2016.
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6 Months Ended
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6. Financial Instruments not Reported at Fair Value

We determined the following disclosure of estimated fair values using available market information and appropriate valuation methodologies
judgment is necessary to interpret market data and develop the related estimates of fair value. The use of different market assumptions or only es
may have a material effect on the estimated fair value amounts.

As of June 30, 2017 and December 31, 2016, management estimated that the carrying value of cash and cash equivalents, restricted cash, acc
expenses and other assets, accounts payable, accrued and other liabilities, payables/receivables from related parties, and distributions payable to n
were at amounts that reasonably approximated their fair value based on their highly-liquid nature and short-term maturities. The fair value of the 1
categorized as a Level 2 in the fair value hierarchy. The fair value was estimated using a discounted cash flow analysis valuation on the borrowin
for loans with similar terms and maturities. The fair value of the notes payable was determined by discounting the future contractual interest and
market rate. Disclosure about fair value of financial instruments is based on pertinent information available to management as of June 30, 2017 a

Carrying amounts of our notes payable and the related estimated fair value as of June 30, 2017 and December 31, 2016 are as follows:

As of June 30, 2017 As of Dece
Estimated Fair
Carrying Amount Value Carrying Amount
Mortgages payable $ 139,967 $ 142,721 $ 143,11
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Real Estate and Real Estate-
Related Investments

7. Real Estate and Real Estate-Related Investments

As of June 30, 2017, we consolidated seven real estate assets in our consolidated balance sheet. The following table presents certain informat

investments as of June 30, 2017:

Property Name Description Location Date Acquired
Gardens Medical Pavilion Palm Beach Gardens,
Medical office building Florida October 20, 2010
Courtyard Kauai Coconut Beach Hotel Hotel Kauai, Hawaii October 20, 2010
River Club and the Townhomes at River Club Student housing Athens, Georgia April 25, 2011
Lakes of Margate Multifamily Margate, Florida October 19, 2011
Arbors Harbor Town Multifamily Memphis, Tennessee December 20, 2011
22 Exchange Student housing Akron, Ohio April 16, 2013
Multifamily Sugar Land, Texas August 8, 2013

Arcadian Sugar Land (“Parkside”)
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Investment in Unconsolidated 8. Investmentin Unconsolidated Joint Venture

Joint Venture

We provided mezzanine financing totaling $15.3 million to an unaffiliated third-party entity (the “Borrower”) that owns an apartment comple
“Huron”). The Borrower also has a senior construction loan with a third-party construction lender (the “Senior Lender”) in an aggregate original
million. The senior construction loan is guaranteed by the owners of the developer. We also have a personal guaranty from the owners of the dev
completion of the project and payment of cost overruns. Our mezzanine loan is secured by all of the membership interests of the Borrower and is
construction loan. Our advances of $15.3 million initially had annual stated interest rates ranging from 10% to 18%. We evaluated this ADC Arra
that the characteristics are similar to a jointly-owned investment or partnership. Accordingly, the investment is accounted for as an unconsolidatec
equity method of accounting instead of loan accounting since we will participate in the residual interests through the sale or refinancing of the prc

Both the senior loan and our mezzanine loan were in technical default at December 31, 2016 due to a delay in completion of the project. The
completed in January 2017. On March 23, 2017, the Senior Lender executed a loan amendment extending the maturity date of the loan to March
Lender loan amendment also increased the interest rate 75 basis points to 30-day LIBOR plus 375 basis points and added provisions to require the
prescribed minimum occupancy and rental rates at future dates. On May 8, 2017, we amended the mezzanine loan agreement to mirror the maturi
and changed our interest rate to 11% for the entire balance of the loan. The amended mezzanine loan agreement was effective as of March 1, 201’
outstanding principal balance under the mezzanine loan was $15.3 million. The Borrower funded all cost overruns.

We considered the impact of these events on our accounting treatment and determined the ADC Arrangement should still continue to be acco
unconsolidated joint venture under the equity method of accounting. We will continue to monitor this situation and assess any impact these or fut:
our ability to ultimately realize the carrying value of our investment. The ADC Arrangement is reassessed at each reporting period.

In connection with our investment in the Huron, we capitalized interest of $44 and $176 during the three and six months ended June 30, 201¢
no interest capitalized on our investment in the Huron during the 2017 periods because the project was completed in January 2017. For the three
30,2017 and 2016, we recorded no equity in earnings (losses) of unconsolidated joint venture related to our investment in the Huron. The Compa
losses associated with its unconsolidated joint venture is limited to its carrying value in this investment.

The following table sets forth our ownership interest in the Huron:

Ownership Interest Carrying Amount
Property Name June 30, 2017 December 31, 2016 June 30, 2017 December
The Huron N/A N/A $ 14,658 $

Summarized balance sheet information for the unconsolidated joint venture as of June 30, 2017 and December 31, 2016, shown at 100%, is a

June 30, 2017 December 31, 2016

Total assets $ 70,257 $ 72,272
Total debt, net $ 60,325 $ 56,638
Total equity $ 8,506 $ 11,957

Summarized statement of operations information for the unconsolidated joint venture for the periods indicated, shown at 100%, is as follows:

For the Three Months Ended June 30, For the Six Months Ended June 30,

2017 2016 2017 2016
Total revenues $ 579 $ 54 % 1,017 $ 54
Net loss (2,750) (1,082) (4,835) (1,008)

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://www.secdatabase.com

Variable Interest Entities

Organization, Consolidation
and Presentation of

Financial Statements

[Abstract]

Variable Interest Entities

6 Months Ended
Jun. 30, 2017

9. Variable Interest Entities

Effective January 1, 2016, we adopted the guidance in ASU 2015-02. As a result, the Operating Partnership (see Note 1) and each of our less
estate partnerships (22 Exchange, LLC, Gardens Medical Pavilion, LLC, SL Parkside Apartments, LLC, and the ADC Arrangement associated w
deemed to have the characteristics of a VIE. However, we were not required to consolidate any previously unconsolidated entities or deconsolidat
consolidated entities as a result of the change in classification. Accordingly, there has been no change to the amounts reported in our consolidated
statements of cash flows or amounts recognized in our consolidated statements of operations.

Consolidated VIEs

The Company consolidates the Operating Partnership, 22 Exchange, LLC, Gardens Medical Pavilion, LLC through BH-AW-Florida MOB V
Parkside Apartments, LLC, which are variable interest entities, or VIEs, for which we are the primary beneficiary. Generally, a VIE is a legal enti
investors do not have the characteristics of a controlling financial interest or the equity investors lack sufficient equity at risk for the entity to fina
additional subordinated financial support. A limited partnership, or legal entities such as an LLC, are considered a VIE when the majority of the 1
the general partner possess neither the right to remove the general partner without cause, nor certain rights to participate in the decisions that mos
financial results of the partnership. In determining whether we are the primary beneficiary of a VIE, we consider qualitative and quantitative factc
limited to: which activities most significantly impact the VIE’s economic performance and which party controls such activities; the amount and cl
investment; the obligation or likelihood for us or other investors to provide financial support; and the similarity with and significance to our busin
business activities of the other investors. Significant judgments related to these determinations include estimates about the current and future fair
real estate held by these VIEs and general market conditions.

Unconsolidated VIEs

Included in the Company’s joint venture investments as of June 30, 2017 is the ADC Arrangement associated with the Huron, which is accou
unconsolidated joint venture and is a VIE. Refer to Note 8 for further details on the ADC Arrangement. This arrangement was established to prov
an unaffiliated third party that owns the Huron, an apartment complex in Denver, Colorado. Based on our reevaluation under ASU 2015-02, we d
the primary beneficiary of this VIE based on the rights of the general partner. The arrangement does not allow for substantive kick-out rights over
do not have the power to direct the activities of the Huron that most significantly affect the entity’s economic performance. Accordingly, we have
appropriate, consistent with past accounting, that the Huron ADC Arrangement will continue to be accounted for under the equity method.
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Notes Payable

10. Notes Payable

6 Months Ended
Jun. 30, 2017

The following table sets forth information on our notes payable as of June 30, 2017 and December 31, 2016:

Amount Due Note
Description Interest Rate Maturity Date at Maturity June 30, 201
Repaid in full on 5/8/

Courtyard Kauai Coconut Beach Hotel 2017 $ - 8
Courtyard Kauai Coconut Beach Hotel™" 30-day LIBOR +4.7% 5/8/2020 36,000 36,(
Gardens Medical Pavilion 4.90% 1/1/2018 12,480 12,
River Club and the Townhomes at River Club 5.26% 5/1/2018 23,368 23;
Lakes of Margate 5.49% and 5.92% 1/1/2020 13,384 14,
Arbors Harbor Town 3.99% 1/1/2019 23,632 24
22 Exchange 3.93% 5/5/2023 16,875 19,
Parkside® 5% 6/1/2018 9,560 9,8
Total debt $ 135,299 139,
Deferred financing fees (1
Total notes payable, net $ 138,

(1) Interest rate as of June 30, 2017 was 5.80%.
(2) Includes approximately $0.2 million of unamortized premium related to debt we assumed at acquisition.

As of June 30, 2017, our outstanding notes payable were $138.0 million, net of deferred financing fees of $2.0 million, and had a weighted-a
5.0%. For loans in place as of June 30, 2017, we have guaranteed payment of certain recourse liabilities with respect to certain customary nonrecc
in the guaranties in favor of the unaffiliated lenders with respect to the Courtyard Kauai Coconut Beach Hotel, 22 Exchange, and Parkside notes t

We are subject to various customary financial covenants, including, maintaining minimum debt service coverage ratios, loan to value ratios a
meet the debt service coverage requirements for our 22 Exchange loan as of both March 31, 2017 and June 30, 2017. As a result, we expect the le
cash from operations; however, the loan is not in default. We were in compliance with the financial covenants under our remaining loan agreemer

The following table summarizes our contractual obligations for principal payments, based on initial scheduled maturity dates and does not re:

extension options, as of June 30, 2017:

Year

Amount Due

July 1, 2017 - December 31, 2017

2018
2019
2020
2021
Thereafter

Total contractual obligations for principal payments

Unamortized premium
Total notes payable

Less: Deferred financing fees, net

Notes payable, net

Courtyard Kauai Coconut Beach Hotel Debt

$ 1,083
46,308

24,308

49,771

404

17,439

139,813

154

139,967

(1,963)

NETY

The debt secured by Courtyard Kauai Coconut Beach Hotel, with an outstanding balance of $38 million was scheduled to mature on May 9, '
through our 80% ownership interest in a joint venture between our indirect wholly owned subsidiary and JMI Realty, LLC, an unaffiliated third p
Venture”), entered into a new mortgage facility of up to $44 million (the “Courtyard Kauai Loan”) with TH Commercial Investment Corp. Initial
were advanced under the Courtyard Kauai Loan and those funds plus additional cash were used to repay the then outstanding balance under the p:
Fargo Bank. The Courtyard Kauai Loan bears interest at 30-day LIBOR plus 4.7% and matures in three years with two one-year extensions avail
payment of certain recourse liabilities with respect to certain customary nonrecourse carveouts as set forth in the guaranties in favor of the lender.

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
http://www.secdatabase.com

Leasing Activit 6 Months Ended
’ ' Jun. 30, 2017

Leases [Abstract]
Leasing Activity 11. Leasing Activity

Future minimum base rental payments of our office property, Gardens Medical Pavilion, and the retail space at 22 Exchange due to us under
effect as of June 30, 2017 are as follows:

Year Amount Due

Remainder of 2017 $ 817
2018 1,403
2019 1,105
2020 1,000
2021 872
Thereafter 2,413
Total $ 7,610

The schedule above does not include rental payments due to us from our multifamily, hotel, and student housing properties, as leases associa
typically are for periods of one year or less.
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6 Months Ended
Jun. 30, 2017

12. Derivative Instruments and Hedging Activities

We may be exposed to the risk associated with variability of interest rates that might impact our cash flows and the results of operations. The
entering into interest rate caps and swaps, therefore, is to eliminate or reduce, to the extent possible, the volatility of cash flows.

As of June 30, 2017, we had an interest rate cap related to the Courtyard Kauai Loan, which we entered into on May 8, 2017. This interest raf
as a hedging instrument, matures on May 9, 2019 and has a notional value of $44 million with a strike price of 3% based on 30-day LIBOR. The

indication of the extent of our involvement in this instrument, but does not represent exposure to credit, interest rate, or market risks.

Our derivative financial instruments had a nominal effect on the consolidated statements of operations for the three and six months ended Jur
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6 Months Ended
Jun. 30, 2017

13. Distributions

Distributions are authorized at the discretion of our board of directors based on its analysis of our performance over the previous periods and
performance for future periods. These analyses may include actual and anticipated operating cash flow, changes in market capitalization rates for
our portfolio, capital expenditure needs, general financial and market conditions, proceeds from asset sales, and other factors that our board of dir
board of director’s decisions will be substantially influenced by the obligation to ensure that we maintain our federal tax status as a REIT. We can
we will pay distributions at any particular level, or at all.
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6 Months Ended
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14. Related Party Transactions
Advisor

Our external advisor and certain of its affiliates may receive fees and compensation in connection with the management and sale of our assets
management agreement, as amended and restated.

From January 4, 2008 through February 10, 2017, we were party to successive advisory management agreements, each with a term of one ye
Behringer Advisor. The most recently executed advisory management agreement was the Fifth Amended and Restated Advisory Management Ag
Advisory Agreement”) entered into on July 25, 2016 and effective as of June 6, 2016. On February 10, 2017, we entered into a Termination of Ac
Agreement with the Behringer Advisor and (solely with respect to certain sections) Behringer (the “Advisory Termination Agreement”) pursuant
Advisory Agreement was terminated as of the close of business on February 10, 2017.

Concurrently with our entry into the Advisory Termination Agreement, we engaged the Advisor to provide us with advisory services pursuan
management agreements (collectively, the “Lightstone Advisory Agreement”). With the exception of the Administrative Services Fee, the fees ea
reimbursed to the Advisor pursuant to the Lightstone Advisory Agreement are identical to the fees earned by and expenses reimbursed to the Beh
the Fifth Advisory Agreement. The following discussion describes the fees and expenses payable to our external advisor and its respective affiliat
Advisory Agreement and the Lightstone Advisory Agreement.

We pay our external advisor acquisition and advisory fees of 1.5% of the amount paid in respect of the purchase, development, construction,
asset we acquire, including any debt attributable to those assets. In addition, we pay acquisition and advisory fees of 1.5% of the funds advanced :
investment. We incurred no acquisition and advisory fees payable to our external advisor for the three and six months ended June 30, 2017 and 2(
acquisitions during these periods.

We also pay our external advisor an acquisition expense reimbursement in the amount of (i) 0.25% of the funds paid for purchasing an asset,
attributable to the asset, plus 0.25% of the funds budgeted for development, construction, or improvement in the case of assets that we acquire an
construct, or improve or (ii) 0.25% of the funds advanced in respect of a loan investment. We also pay third parties, or reimburse our external ad
any investment-related expenses due to third parties in the case of a completed investment, including, but not limited to, legal fees and expenses, |
expenses, costs of appraisals, accounting fees and expenses, third-party brokerage or finder’s fees, title insurance, premium expenses, and other c!

Our external advisor and its affiliates are also responsible for paying all of the investment-related expenses that we or the external advisor or
due to third parties or related to the additional services provided by our external advisor as described above with respect to investments we do not
non-refundable payments made in connection with any acquisition. For the three and six months ended June 30, 2017 and 2016, we incurred no a
reimbursements.

We pay our external advisor a debt financing fee of 0.5% of the amount available under any loan or line of credit made available to us and pa
costs associated with obtaining the debt financing. During the second quarter of 2017, we incurred a debt financing fee of $0.2 million related to t
We incurred no debt financing fees for the three and six months ended June 30, 2016.

We pay our external advisor a development fee in an amount that is usual and customary for comparable services rendered to similar projects
of the project if such affiliate provides the development services and if a majority of our independent directors determines that such development
to us. We incurred no development fees for the three and six months ended June 30, 2017 and 2016.

We pay our external advisor a monthly asset management fee of one-twelfth of 0.7% of the value of each asset. The value of our assets will b
in connection with the establishment and publication of an estimated value per share unless the asset was acquired after our publication of an estir
which case the value of the asset will be the contractual purchase price of the asset). For the three and six months ended June 30, 2017, we expen:s
million, respectively, of asset management fees payable to our external advisor compared to $0.5 million and $1.1 million for the same periods in

Our external advisor is responsible for paying all of the expenses it incurs associated with persons employed by the external advisor to the ex
services to us for which our external advisor receives an acquisition, asset management, or debt financing fee, including wages and benefits of the
Instead of reimbursing our external advisor for specific expenses paid or incurred in connection with providing services to us, we pay our externa
services fee (also referred to as an administrative services reimbursement under the Lightstone Advisory Agreement) based on a budget of expens
advisor. The administrative services fee is intended to reimburse for all costs associated with providing services to us. For the calendar year endin
administrative services fee is $1.325 million annually, pro-rated for the first six months of the year and $1.30 million annually, pro-rated for the s
year. Under the Fifth Advisory Agreement, for the calendar year ended December 31, 2016, the administrative services fee was the lesser of (i) $
year, and (ii) the actual costs of providing administrative services to us under the Fifth Advisory Agreement, payable in four equal quarterly instal
the end of each calendar quarter. In addition, under the advisory management agreements, we are to reimburse the external advisor for certain due
provided in connection with asset acquisitions and dispositions and debt financings separately from the administrative services fee. For the three ¢
30, 2017, we incurred and expensed such costs for administrative services and due diligence services of approximately $0.4 million and $0.7 mill
to approximately $0.4 million and $0.7 million for the same periods in 2016, respectively. These amounts include less than $0.1 million related to
services provided during the respective periods.
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Notwithstanding the fees and cost reimbursements payable to our external advisor pursuant to our advisory management agreement, under ou
reimburse the external advisor for any amount by which our operating expenses (including the asset management fee) at the end of the four prece:
the greater of: (i) 2% of our average invested assets, or (ii) 25% of our net income determined without reduction for any additions to reserves for
other similar non-cash reserves and excluding any gain from the sale of our assets for that period unless a majority of our independent directors d
expenses are justified based on unusual and non-recurring factors. For the four fiscal quarters ended June 30, 2017, our total operating expenses (
management fee) exceeded the limit on total operating expenses; however, our independent directors determined the excess expenses were justific
to the new external advisor.

Property Manager

From January 4, 2008 through February 10, 2017, we were party to a property management and leasing agreement (as amended and restated,
Management Agreement”) between us, our operating partnership, Behringer Harvard Opportunity Management Services, LLC, and Behringer Ha
LLC (collectively, the “Behringer Manager”). On February 10, 2017, we entered into a Termination of Property Management and Leasing Agreer
Manager and (solely with respect to certain sections) Behringer (the “Property Management Termination Agreement”) pursuant to which the Beh
Management Agreement was terminated as of the close of business on February 10, 2017.

Concurrently with our entry into the Property Management Termination Agreement, we engaged LSG-BH II Property Manager LLC (the “Li
pursuant to a property management and leasing agreement (the “Lightstone Property Management Agreement”). The fees earned by and expenses
Lightstone Manager pursuant to the Lightstone Property Management Agreement are identical to the fees earned by and expenses reimbursed to t
pursuant to the Behringer Property Management Agreement. The following discussion describes the fees and expenses payable to our affiliated p:
respective affiliates under both the Behringer Property Management Agreement (in effect from August 13, 2008 through February 10, 2017) and
Management Agreement (in effect as of February 10, 2017).

We pay our property manager and affiliate of our external advisor, fees for the management, leasing, and construction supervision of our proj
gross revenues of the properties managed by our property manager. We pay our property manager an oversight fee equal to 0.5% of the gross reve
managed for any property for which we contract directly with a third-party property manager. In no event will our property manager or its affiliaf
management fee and an oversight fee with respect to any particular property. In the event we own a property through a joint venture that does not
directly for its services, we will pay our property manager a management fee or oversight fee, as applicable, based only on our economic interest
three and six months ended June 30, 2017, we incurred and expensed property management fees or oversight fees to the related-party property ms
million and $0.1 million, respectively, compared to $0.2 million and $0.3 million in the same periods in 2016, respectively.

We pay our property manager a construction management fee in an amount not to exceed 5% of all hard construction costs incurred in conne
to capital repairs and improvements, major building reconstruction and tenant improvements, if such affiliate supervises construction performed t
affiliates. We incurred no construction management fees for the three and six months ended June 30, 2017 and 2016.

As of June 30, 2017 and December 31, 2016, we had a payable to our external advisor and its affiliates of $0.1 million and $0.4 million, resp
consist of accrued fees, including asset management fees, administrative service expenses, property management fees, and other miscellaneous cc
advisor and property manager.

We are dependent on our external advisor and our property manager for certain services that are essential to us, including asset disposition de
management and leasing services, and other general administrative responsibilities. In the event that these companies were unable to provide us
services, we would be required to obtain such services from other sources.
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6 Months Ended

Subsequent Events Jun. 30, 2017

Subsequent Events

[Abstract]
Subseguent Events 15. Subsequent Events

Share Redemption Program

On August 9, 2017, our board of directors approved redemptions for the third quarter of 2017 totaling approximately 239,000 shares (whole 1
aggregate redemption payment of approximately $ 1.2 million. See Part II, Item 2, “Unregistered Sales of Equity Securities and Use of Proceeds”
price at which we redeem shares under our share redemption program.
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Summary of Significant
Accounting Policies (Policies)
Accounting Policies
[Abstract]

Use of Estimates in the

Preparation of Financial
Statements

Principles of Consolidation
and Basis of Presentation

Real Estate

Real Estate Held for Sale

Restricted Cash

6 Months Ended
Jun. 30, 2017

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the re;
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and e
reporting period. The most significant assumptions and estimates relate to the valuation of real estate, depreciable lives, and revenue recognition.
assumptions requires the exercise of judgment as to future uncertainties and, as a result, actual results could differ from these estimates.

Principles of Consolidation and Basis of Presentation

Our consolidated financial statements include our accounts and the accounts of other subsidiaries over which we have control. All inter-comy
and profits have been eliminated in consolidation. In addition, interests in entities acquired are evaluated based on applicable GAAP, and entities
interest entities (““VIE”) in which we are the primary beneficiary are also consolidated. If the interest in the entity is determined not to be a VIE, tl
for consolidation based on legal form, economic substance, and the extent to which we have control, substantive participating rights or both unde:
agreement. For entities in which we have less than a controlling interest or entities which we are not deemed to be the primary beneficiary, we ac
using the equity method of accounting.

There are judgments and estimates involved in determining if an entity in which we have made an investment is a VIE and, if so, whether we
beneficiary. The entity is evaluated to determine if it is a VIE by, among other things, calculating the percentage of equity being risked compared
entity. Determining expected future losses involves assumptions of various possibilities of the results of future operations of the entity, assigning :
possibility, and using a discount rate to determine the net present value of those future losses. A change in the judgments, assumptions, and estim:
result in consolidating an entity that should not be consolidated or accounting for an investment using the equity method that should in fact be cor
which could be material to our consolidated financial statements.

Real Estate

Accumulated depreciation and amortization related to our consolidated investments in real estate assets and intangibles were as follows:

Buildings and Land and Acquired
June 30, 2017 Improvements Improvements Lease Intangibles Market |
Cost $ 164,695 $ 45917 $ 1,610 $
Less: depreciation and amortization (35,599) (3,480) (1,302)
Net $ 129,096 $ 42,437 $ 308 $
Buildings and Land and Acquired
December 31, 2016 Improvements Improvements Lease Intangibles Market
Cost $ 164,087 $ 45,885 § 1,599 $
Less: depreciation and amortization (31,728) (3,175) (1,247)
Net $ 132,359 $ 42,710 $ 352§

We amortize the value of in-place leases, in-place tenant improvements, and in-place leasing commissions to expense over the initial term of
no event does the amortization period for intangible assets or liabilities exceed the remaining depreciable life of the building. Should a tenant ter
unamortized portion of the acquired lease intangibles related to that tenant would be charged to expense.

Real Estate Held for Sale

We classify properties as held for sale when certain criteria are met in accordance with GAAP. At that time, we present the assets and obliga
for sale separately in our consolidated balance sheet and we cease recording depreciation and amortization expense related to that property. Prop:
reported at the lower of their carrying amount or their estimated fair value, less estimated costs to sell. We did not have any real estate assets clas
June 30, 2017 or December 31, 2016.

Restricted Cash

As required by our lenders, restricted cash is held in escrow accounts for anticipated capital expenditures, real estate taxes, and other reserves
properties. Capital reserves are typically utilized for non-operating expenses such as tenant improvements, leasing commissions, and major capita
Alternatively, a lender may require its own formula for an escrow of capital reserves.

We early adopted the new Financial Accounting Standards Board (“FASB”) guidance on December 31, 2016, which changed the presentatio
flows and related disclosures for all periods presented and accordingly, the following is a summary of our cash, cash equivalents, and restricted ce
statements of cash flows for the six months ended June 30, 2016:

June 30, 2016
Cash and cash equivalents $ 38,896
Restricted cash 5,230
Total cash, cash equivalents and restricted cash $ 44,126
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Investment Impairment

Investment in Unconsolidated
Joint Venture

Revenue Recognition

Accounts Receivable

Furniture, Fixtures, and
Equipment

Deferred Financing Fees

Income Taxes

Investment Impairment

For all of our real estate and real estate-related investments, we monitor events and changes in circumstances indicating that the carrying amc
assets may not be recoverable. Examples of the types of events and circumstances that would cause management to assess our assets for potentia
are not limited to: a significant decrease in the market price of an asset; a significant adverse change in the manner in which the asset is being use
in excess of the acquisition basis plus construction of the property; major vacancies and the resulting loss of revenues; natural disasters; a change
period; legitimate purchase offers; and changes in the global and local markets or economic conditions. To the extent that our portfolio is concen
locations, downturns specifically related to such regions may result in tenants defaulting on their lease obligations at those properties within a sho
result in asset impairments. When such events or changes in circumstances are present, we assess potential impairment by comparing estimated f
operating cash flows expected to be generated over the life of the asset and from its eventual disposition to the carrying amount of the asset. Thes
prepared internally by the Advisor and reflect in-place and projected leasing activity, market revenue and expense growth rates, market capitaliza
and changes in economic and other relevant conditions. The Company’s principal executive officer and principal financial officer review these pr
assure that the valuation is prepared using reasonable inputs and assumptions that are consistent with market data or with assumptions that would
market participant and assume the highest and best use of the investment. We consider trends, strategic decisions regarding future development pl
our assessment of whether impairment conditions exist. In the event that the carrying amount exceeds the estimated future undiscounted operatin
an impairment loss to adjust the carrying amount of the asset to estimated fair value. While we believe our estimates of future cash flows are reas
assumptions regarding factors such as market rents, economic conditions, and occupancy rates could significantly affect these estimates.

In evaluating our investments for impairment, management may use appraisals and make estimates and assumptions, including, but not limitc
disposition of the properties, the estimated future cash flows of the properties during our ownership, and the projected sales price of each of the pi
in these estimates and assumptions could result in understating or overstating the carrying value of our investments, which could be material to ot
addition, we may incur impairment charges on assets classified as held for sale in the future if the carrying amount of the asset upon classification
the estimated fair value, less costs to sell.

We also evaluate our investments in unconsolidated joint ventures at each reporting date. If we believe there is an other than temporary decli
record an impairment charge based on these evaluations. We assess potential impairment by comparing our portion of estimated future undiscour
expected to be generated by the joint venture over the life of the joint venture’s assets to the carrying amount of the joint venture. In the event tha
exceeds our portion of estimated future undiscounted operating cash flows, we recognize an impairment loss to adjust the carrying amount of the
estimated fair value.

We believe the carrying value of our operating real estate assets and our investment in an unconsolidated joint venture is currently recoverabl
impairment charges for the six months ended June 30, 2017 and 2016. However, if market conditions worsen unexpectedly or if changes in our s
any key assumptions used in our fair value calculations, we may need to take charges in future periods for impairments related to our existing inv
cash charges would have an adverse effect on our consolidated financial position and results of operations.

Investment in Unconsolidated Joint Venture

We provide funding to third-party developers for the acquisition, development, and construction of real estate (“ADC Arrangement”). Under
may participate in the residual profits of the project through the sale or refinancing of the property. We evaluate this arrangement to determine if
similar to a loan or if the characteristics are more similar to a joint venture or partnership such as participating in the risks and rewards of the proj
investment partner. When we determine that the characteristics are more similar to a jointly-owned investment or partnership, we account for the
investment in an unconsolidated joint venture under the equity method of accounting or a direct investment (consolidated basis of accounting) ins
accounting. The ADC Arrangement is reassessed at each reporting period. See Note 8, Investment in Unconsolidated Joint Venture, for further di

Revenue Recognition

We recognize rental income generated from leases of our operating properties on a straight-line basis over the terms of the respective leases, :
holidays, if any. Leases associated with our multifamily, student housing, and hotel assets are generally short-term in nature, and thus have no stre

Hotel revenue is derived from the operations of the Courtyard Kauai Coconut Beach Hotel and consists primarily of guest room, food and be
revenues such as laundry and parking. Hotel revenue is recognized as the services are rendered.

Accounts Receivable

Accounts receivable primarily consist of receivables related to our consolidated properties of $2.3 million and $1.4 million as of June 30, 20!
respectively, and included straight-line rental revenue receivables of $0.4 million as of June 30, 2017 and December 31, 2016. The allowance for
insignificant as of both June 30, 2017 and December 31, 2016.

Furniture, Fixtures, and Equipment

Furniture, fixtures, and equipment are recorded at cost and are depreciated according to the Company’s capitalization policy, which uses the
their estimated useful lives of five to seven years. Furniture, fixtures, and equipment associated with properties classified as held for sale are not
and repairs are charged to operations as incurred. Accumulated depreciation associated with our furniture, fixtures, and equipment was $10.9 mil
June 30, 2017 and December 31, 2016, respectively.

Deferred Financing Fees

Deferred financing fees are recorded at cost, accounted for as a reduction to notes payable, and are amortized to interest expense using a strai
approximates the effective interest method over the life of the related debt. Deferred financing fees, net were $2.0 million and $0.8 million as of J
December 31, 2016, respectively.

Income Taxes
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Foreign Currency Translation

Concentration of Credit Risk

Noncontrolling Interest

Earnings per Share

We have elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended (the “Code”), and
since the year ended December 31, 2008. To qualify as a REIT, we must meet a number of organizational and operational requirements, includin
distribute at least 90% of our REIT taxable income to our stockholders. As a REIT, we generally will not be subject to federal income tax at the
organized and operate in such a manner as to qualify for taxation as a REIT under the Code and intend to continue to operate in such a manner, bt
given that we will operate in a manner so as to qualify or remain qualified as a REIT. Taxable income from non-REIT activities managed through
(“TRS”) is subject to applicable federal, state, and local income and margin taxes. We currently have no taxable income associated with a TRS. O
are flow-through entities and are not subject to federal income taxes at the entity level.

We did not record any income tax during the three and six months ended June 30, 2017 and 2016.

We have reviewed our tax positions under GAAP guidance that clarify the relevant criteria and approach for the recognition and measuremer
positions. The guidance prescribes a recognition threshold and measurement attribute for the financial statement recognition of a tax position take
in a tax return. A tax position may only be recognized in the financial statements if it is more likely than not that the tax position will be sustained
believe it is more likely than not that the tax positions taken relative to our federal tax status as a REIT will be sustained in any tax examination.

Foreign Currency Translation

For our international investments where the functional currency is other than the U.S. dollar, assets and liabilities are translated using period-
the statement of operations amounts are translated using the average exchange rates for the respective period. Gains and losses resulting from the
from period to period are reported separately as a component of other comprehensive income (loss). Gains and losses resulting from foreign curre
included in the consolidated statements of operations and comprehensive income (loss).

Upon the substantial liquidation of our investment in a foreign entity, the cumulative translation adjustment (“CTA”) balance is required to b
accordance with Accounting Standards Update (“ASU”) 2013-05, upon disposal of the property, we recognize the CTA as an adjustment to the re

The Euro was the functional currency for the operations of Alte Jakobstrale (“AJS”) and Holstenplatz, which were both sold in 2015. As a re
Holstenplatz, we no longer have foreign operations. However, we still maintain a Euro-denominated bank account that is comprised primarily of |
proceeds from the sale of these properties, which we translate into U.S. dollars at the current exchange rate at each reporting period. As of June 3(
approximately $4.4 million in Euro-denominated accounts. For the three and six months ended June 30, 2017, the foreign currency translation adj
million and $0.3 million, respectively. For the three and six months ended June 30, 2016, the foreign currency translation adjustment was a loss o
$0.1 million, respectively.

Concentration of Credit Risk

As of June 30, 2017 and December 31, 2016, we had cash and cash equivalents deposited in certain financial institutions in excess of federall
diversified our cash and cash equivalents among several banking institutions in an attempt to minimize exposure to any one of these entities. We
financial stability of these financial institutions and believe that we are not exposed to any significant credit risk in cash and cash equivalents or rc

Geographic and Asset Type Concentration

Our investments may at times be concentrated in certain asset types that are subject to higher risk of foreclosure, or secured by assets concen
of geographic locations. For the six months ended June 30, 2017, 46% and 15% of our total revenues were derived from our properties located in
respectively. Additionally, 46%, 29%, and 20% of our total revenues for the six months ended June 30, 2017 were from our hotel, multifamily, an
investments, respectively. To the extent that our portfolio is concentrated in limited geographic regions or types of assets, downturns relating gene
of asset may result in defaults on a number of our investments within a short time period, which may reduce our net income and the value of our «
accordingly limit our ability to fund our operations.

Noncontrolling Interest

Noncontrolling interest represents the noncontrolling ownership interest’s proportionate share of the equity in our consolidated real estate inv
losses are allocated to noncontrolling interest holders based generally on their ownership percentage. If a property reaches a defined return thres!
distributions to noncontrolling interest which is different from the standard pro-rata allocation percentage. In certain instances, our joint venture a
liquidating distributions based on achieving certain return metrics (“promoted interest”).

Earnings per Share

The Company had no potentially dilutive securities outstanding during the periods presented. Accordingly, earnings per share is calculated b
by the weighted-average number of shares of common stock outstanding during the applicable period.
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Summary of Significant
Accounting Policies (Tables)

Accounting Policies
[Abstract]

Schedule of accumulated
depreciation and amortization
related to entity's consolidated

investments in real estate
assets and intangibles

Schedule of cash, cash

6 Months Ended
Jun. 30, 2017

Accumulated depreciation and amortization related to our consolidated investments in real estate assets and intangibles were as follows:

Buildings and Land and Acquired
June 30, 2017 Improvements Improvements Lease Intangibles Market
Cost $ 164,695 $ 45917 $ 1,610 $
Less: depreciation and amortization (35,599) (3,480) (1,302)
Net $ 129,096 $ 42,437 $ 308 §
Buildings and Land and Acquired
December 31, 2016 Improvements Improvements Lease Intangibles Market
Cost $ 164,087 $ 45885 $ 1,599 §
Less: depreciation and amortization (31,728) (3,175) (1,247)
Net $ 132,359 $ 42,710 $ 352§

We early adopted the new Financial Accounting Standards Board (“FASB”) guidance on December 31, 2016, which changed the presentatior

equivalents and restricted cash flows and related disclosures for all periods presented and accordingly, the following is a summary of our cash, cash equivalents, and restricted cz

statements of cash flows for the six months ended June 30, 2016:

June 30, 2016
Cash and cash equivalents $ 38,896
Restricted cash 5,230
Total cash, cash equivalents and restricted cash $ 44,126
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Financial Instruments not 6 Months Ended

Reported at Fair Value Jun. 30, 2017
(Tables)
Fair Value Disclosures
[Abstract]
Fair Value b}g Balance Sheet Carrying amounts of our notes payable and the related estimated fair value as of June 30, 2017 and December 31, 2016 are as follows:
Grouping
As of June 30, 2017 As of Dec
Estimated Fair
Carrying Amount Value Carrying Amount
Mortgages payable $ 139,967 $ 142,721 $ 143,11
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6 Months Ended

Real Estate and Real Estate-
Related Investments (Tables) Jun. 30,2017
Real Estate [Abstract]

As of June 30, 2017, we consolidated seven real estate assets in our consolidated balance sheet. The following table presents certain informat

Schedule of information

pertaining to consolidated

investments as of June 30, 2017:

investments
Property Name Description Location Date Acquired
Gardens Medical Pavilion Palm Beach Gardens,
Medical office building Florida October 20, 2010
Courtyard Kauai Coconut Beach Hotel Hotel Kauai, Hawaii October 20, 2010
River Club and the Townhomes at River Club Student housing Athens, Georgia April 25, 2011
Lakes of Margate Multifamily Margate, Florida October 19, 2011
Arbors Harbor Town Multifamily Memphis, Tennessee December 20, 2011
22 Exchange Student housing Akron, Ohio April 16, 2013
Multifamily Sugar Land, Texas August 8, 2013

Arcadian Sugar Land (“Parkside”)
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Investment in
Unconsolidated Joint
Venture (Tables)
Equity Method Investments
and Joint Ventures
[Abstract]

Ownership in Joint Venture

6 Months Ended
Jun. 30, 2017
The following table sets forth our ownership interest in the Huron:
Ownership Interest Carrying Amount
Property Name June 30, 2017 December 31, 2016 June 30, 2017 December
The Huron N/A N/A $ 14,658 $

Summarized balance sheet information for the unconsolidated joint venture as of June 30, 2017 and December 31, 2016, shown at 100%, is a

June 30,2017 December 31, 2016

Total assets $ 70,257 $ 72,272
Total debt, net $ 60,325 $ 56,638
Total equity $ 8,506 $ 11,957

Summarized statement of operations information for the unconsolidated joint venture for the periods indicated, shown at 100%, is as follows:

For the Three Months Ended June 30, For the Six Months Ended June 30,

2017 2016 2017 2016
Total revenues $ 579 $ 54 $ 1,017 $ 54
Net loss (2,750) (1,082) (4,835) (1,008)
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Notes Payable (Tables)

Debt Disclosure [Abstract]

Schedule of information on
notes payable

Contractual obligations for
principal payments

6 Months Ended
Jun. 30, 2017

The following table sets forth information on our notes payable as of June 30, 2017 and December 31, 2016:

Amount Due Note
Description Interest Rate Maturity Date at Maturity June 30, 201
Repaid in full on 5/8/

Courtyard Kauai Coconut Beach Hotel 2017 $ - 8
Courtyard Kauai Coconut Beach Hotel() 30-day LIBOR +4.7% 5/8/2020 36,000 36,
Gardens Medical Pavilion 4.90% 1/1/2018 12,480 12,¢
River Club and the Townhomes at River Club 5.26% 5/1/2018 23,368 23,
Lakes of Margate 5.49% and 5.92% 1/1/2020 13,384 14,
Arbors Harbor Town 3.99% 1/1/2019 23,632 24
22 Exchange 3.93% 5/5/2023 16,875 19,
Parkside® 5% 6/1/2018 9,560 9,
Total debt $ 135,299 139,
Deferred financing fees (1,
Total notes payable, net $ 138,

(1) Interest rate as of June 30, 2017 was 5.80%.

(2) Includes approximately $0.2 million of unamortized premium related to debt we assumed at acquisition.

The following table summarizes our contractual obligations for principal payments, based on initial scheduled maturity dates and does not re
extension options, as of June 30, 2017:

Year

Amount Due

July 1, 2017 - December 31, 2017

2018
2019
2020
2021

Thereafter
Total contractual obligations for principal payments
Unamortized premium
Total notes payable
Less: Deferred financing fees, net
Notes payable, net
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$ 1,083
46,808

24,308

49,771

404

17,439

139,813

154

139,967

(1,963)
$ 138,004
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6 Months Ended
Leasing Activity (Tables) onths tnde

Jun. 30, 2017

Leases [Abstract]

Future minimum base rental Future minimum base rental payments of our office property, Gardens Medical Pavilion, and the retail space at 22 Exchange due to us under

payments of remaining office effect as of June 30, 2017 are as follows:

broperty Year Amount Due
Remainder of 2017 $ 817
2018 1,403
2019 1,105
2020 1,000
2021 872
Thereafter 2,413
Total $ 7,610
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6 Months
Business and Organization Ended

(Details) - shares Dec. 31, Jan. 19,
Jun. 30, 2017 2016 2007

Organization
Percentage of ownership interest by BHO 11, Inc 0.10%

Percentage of remaining ownership interest held by BHO Business
Trust 11 Sl

Common stock, shares outstanding (in shares) 24,996,586 25,218,770

Common stock, shares issued (in shares) 24,996,586 25,218,770
Convertible stock issued (in shares) 1,000 1,000

Convertible Stock Shares Outstanding 1,000 1,000
Initial Offering

Organization

Common stock, shares outstanding (in shares 25,000,000

Initial Offering | Lightstone Group

Organization

Convertible Stock Shares Outstanding 1,000

Initial Capitalization | Behringer Harvard Holdings

Organization

Common stock, shares issued (in shares) 22,471
Convertible stock issued (in shares) 1,000
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Summary of Significant
Accounting Policies
Summary of Significant
Accounting Policies - Real
Estate (Details) - USD ($)
$ in Thousands
Property, Plant and Equipment [Line Items]
Total real estate $ 171,533
Net 308
Lease Intangibles
Property, Plant and Equipment [Line Items]
Cost 1,610
Less: depreciation and amortization (1,302)
Net 308
Acquired Below-Market [eases
Property, Plant and Equipment [Line Items]

Cost (137)
Less: depreciation and amortization 78
Net (59)

Buildings and Improvements
Property, Plant and Equipment [Line Items]

Cost 164,695
Less: depreciation and amortization (35,599)
Total real estate 129,096

Land and Improvements
Property, Plant and Equipment [Line Items]

Cost 45,917
Less: depreciation and amortization (3,480)
Total real estate $ 42,437

Jun. 30, 2017 Dec. 31, 2016

$ 175,069
352

1,599
(1,247)
352

(137)
72
(65)

164,087
(31,728)
132,359

45,885
(3,175)
$ 42,710
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Summary of Significant
Accounting Policies
Summary of Significant

Accounting Policies - Jun. 30, 2017 Dec. 31, 2016 Jun. 30, 2016 Dec. 31, 2015
Restricted Cash (Details) -
USD ($)
$ in Thousands
Cash and cash equivalents $ 64,890 $67,111 $ 38,896
Restricted cash 4,886 6,101 5,230

Total cash, cash equivalents and restricted cash $ 69,776 $ 73,212 $44,126 $ 81,396
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Summary of Significant
Accounting Policies
Summary of Significant
Accounting Policies -
Investment Impairment
(Details) - USD ($)
$ in Thousands
Impairment charge

6 Months Ended

Jun. 30, 2017 Jun. 30, 2016

$0

$0
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Summary of Significant
Accounting Policies
Summary of Significant
Accounting Policies - Jun. 30, 2017 Dec. 31, 2016
Accounts Receivable
(Details) - USD ($)
$ in Millions
Real Estate [Line Items]
Straight-line rental revenue receivables $ 0.4 $04
Consolidated properties
Real Estate [Line Items]
Receivables $2.3 $14
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Summary of Significant
Accounting Policies
Summary of Significant
Accounting Policies - FF&E
(Details) - USD ($)
$ in Millions
Furniture, Fixtures, and Equipment
Property, Plant and Equipment [Line Items]
Accumulated Depreciation $10.9 $9.9

Jun. 30, 2017 Dec. 31, 2016
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Summary of Significant
Accounting Policies
Summary of Significant
Accounting Policies -
Deferred Financing Fees
(Details) - USD ($)
$ in Millions
New Accounting Pronouncements or Change in Accounting Principle [Line

Items]
Accumulated amortization of deferred financing fees $2.0 $0.8

Jun. 30, Dec. 31,
2017 2016
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Summary of Significant 6 Months

Accounting Policies Ended
Summary of Significant
Accounting Policies - Income Jun. 30, 2017

Taxes (Details)
Real Estate [Line Items]

Required minimum percentage distribution of ordinary taxable income to stockholders to qualify
as a REIT 90.00%
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Summary of Significant 3 Months Ended 6 Months Ended
Accounting Policies

Summary of Significant
Accounting Policies -

Foreign Currency Jun. 30,2017 Jun. 30, 2016 Jun. 30, 2017 Jun. 30, 2016
Translation (Details) - USD
®
$ in Millions
Real Estate [Line Items]
Deposits Assets $4.4 $4.4
Cumulative foreign currency translation adjustment $ 0.2 $0.1 $0.3 $0.1
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Summary of Significant 6 Months Ended
Accounting Policies
Summary of Significant
Accounting Policies - Jun. 30, 2017
Geographic and Asset type
concentration (Details)
Hawaii [Member] | Geographic Concentration Risk
Concentration Risk [Line Items]
Concentration risk, percentage 46.00%

Florida [Member] | Geographic Concentration Risk
Concentration Risk [Line Items]

Concentration risk, percentage 15.00%
Hotels | Real Estate Asset Concentration Risk

Concentration Risk [Line Items]

Concentration risk, percentage 46.00%
Multifamily | Real Estate Asset Concentration Risk
Concentration Risk [Line Items]

Concentration risk, percentage 29.00%
Student Housing | Real Estate Asset Concentration Risk
Concentration Risk [Line Items]

Concentration risk, percentage 20.00%
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Assets and Liabilities 6 Months Ended
Measured at Fair Value
(Details) - USD ($) Jun. 30, 2017 Jun. 30, 2016
$ in Thousands

Assets
Impairment charge $0 $0
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Financial Instruments not
Reported at Fair Value
(Details) - USD ($)
$ in Thousands
Mortgages payable, carrying amount $ 139,967 $ 143,119

Mortgages payable, Estimated Fair Value $ 142,721 $ 146,790

Jun. 30, 2017 Dec. 31, 2016
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Real Estate and Real Estate- 6 Months Ended
Related Investments -
Consolidated Properties Jun. 30, 2017
(Details)

Gardens Medical Pavilion

Real Estate Properties [Line Items]

Ownership Interest 82.00%
Courtyard Kauai Coconut Beach Hotel

Real Estate Properties [Line Items]

Ownership Interest 80.00%
River Club and the Townhomes at River Club

Real Estate Properties [Line Items]

Ownership Interest 85.00%
Lakes of Margate

Real Estate Properties [Line Items]

Ownership Interest 92.50%
Arbors Harbor Town

Real Estate Properties [Line Items]

Ownership Interest 94.00%
22 Exchange

Real Estate Properties [Line Items]

Ownership Interest 90.00%
Arcadian Sugar Land (“Parkside’)

Real Estate Properties [Line Items]

Ownership Interest 90.00%

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://www.secdatabase.com

Investment in 1 Months 3 Months 6 Months

Unconsolidated Joint Ended Ended Ended
Venture (Details) - USD ($) May 08, May 24, Jun. 30, Jun. 30, Dec. 31,
$ in Thousands 2017 2013 2017 2017 2016
Schedule of Equity Method Investments [Line
Items]
Mezzanine financing to unaffiliated third party
Entity $ 15,300

Amount of senior construction loan taken by
unconsolidated joint venture

40,000

Annual interest rate for mezzanine loan 11.00%

S;J;;tandln rincipal balance under mezzanine $ 15300 $ 15,300

Capitalized interest costs 44,000 176,000
Carrying Amount $14,658 $14,658  $ 14,658
Initial Advance to Joint Venture

Schedule of Equity Method Investments [Line

Items]

Advances $ 15,300

Minimum

Schedule of Equity Method Investments [Line

Items]

Annual interest rate for mezzanine loan 10.00%

Maximum

Schedule of Equity Method Investments [Line

Items]

Annual interest rate for mezzanine loan 18.00%
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Investment in
Unconsolidated Joint
Venture - Summary of
Balance Sheet Information Jun. 30, 2017 Dec. 31, 2016
(Details) - Prospect Park -
USD (§)
$ in Thousands
Schedule of Equity Method Investments [Line Items]

Total assets $ 70,257 $72,272
Total debt, net 60,325 56,638
Total equity $ 8,506 $ 11,957
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Schedule of Equity Method Investments [Line

Investment in
Unconsolidated Joint
Venture - Summary of
Statement of Operations
Information (Details) -
Prospect Park - USD ()
$ in Thousands

Items]

Total revenues

Net loss

3 Months Ended

Jun. 30, Jun. 30,
2017 2016
$579 $ 54
$(2,750) $ (1,082)
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6 Months Ended

Jun. 30,
2017

$1,017
$ (4,835)

Jun. 30,
2016

$ 54
$ (1,008)
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Notes Payable - Information
on Notes Payable (Details) -
USD ($)
$ in Thousands
Debt Instrument [Line Items]
Total debt

Deferred financing fees
Notes payable, net

Notes payable

Debt Instrument [Line Items]

Notes payable, net

Long-term Debt

Courtyard Kauai Coconut Beach Hotel

Debt Instrument [Line Items]

Variable rate basis, description

Courtyard Kauai Coconut Beach Hotel | Notes payable

Debt Instrument [Line Items]

Notes payable, net

Variable rate basis, description
Variable interest rate (as a percent)
Debt Instrument, Maturity Date
Long-term Debt

Courtyard Kauai Coconut Beach Hotel
Debt Instrument [Line Items]
Variable rate basis, description

Variable interest rate (as a percent)
Courtyard Kauai Coconut Beach Hotel | Notes payable

Debt Instrument [Line Items]
Notes payable, net

Debt Instrument, Maturity Date

Long-term Debt

Gardens Medical Pavilion | Notes payable
Debt Instrument [Line Items]

Notes payable, net

Interest rate (as a percent)

Debt Instrument, Maturity Date
Long-term Debt

River Club and the Townhomes at River Club | Notes payable

Debt Instrument [Line Items]
Notes payable, net

Interest rate (as a percent)

Debt Instrument, Maturity Date
Long-term Debt

(1]

(1]
(1]
(1]

6 Months Ended
May 08,2017 Jun. 30,2017 Dec. 31, 2016
$ 139,967

(1,963)
138,004

$ 143,119
(787)
142,332

138,000
$ 135,299

30-day LIBOR

$0 38,000
30-day LIBOR
4.70%

May 08, 2017

$0

30-day LIBOR
4.70%

$ 36,000 0
May 08, 2020
$ 36,000

$ 12,692
4.90%

Jan. 01, 2018
$ 12,480

12,899

$ 23,715
5.26%

May 01, 2018
$ 23,368

23,917
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Lakes of Margate | Notes payable
Debt Instrument [Line Items]
Notes payable, net

Debt Instrument, Maturity Date
Long-term Debt

Arbors Harbor Town | Notes payable
Debt Instrument [Line Items]
Notes payable, net

Interest rate (as a percent)

Debt Instrument, Maturity Date
Long-term Debt

22 Exchange | Notes payable
Debt Instrument [Line Items]
Notes payable, net

Interest rate (as a percent)

Debt Instrument, Maturity Date
Long-term Debt

Parkside | Notes payable

Debt Instrument [Line Items]
Notes payable, net

Interest rate (as a percent)

Debt Instrument, Maturity Date

Long-term Debt

Minimum | Lakes of Margate | Notes payable

Debt Instrument [Line Items]
Interest rate (as a percent)
Maximum | Lakes of Margate | Notes payable

Debt Instrument [Line Items]
Interest rate (as a percent)

[1]Interest rate as of June 30, 2017 was 5.80%.

(2]
(2]
(2]
(2]

$ 14,108 14,243
Jan. 01, 2020
$ 13,384

$ 24,404 24,653
3.99%

Jan. 01, 2019

$ 23,632

$ 19,136 19,307
3.93%

May 05, 2018

$ 16,875

$9,912 $ 10,100
5.00%

Jun. 01, 2018

$ 9,560

5.49%

5.92%

[2] Includes approximately $0.2 million of unamortized premium related to debt we assumed at acquisition.

Copyright © 2017 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://www.secdatabase.com

Notes Payable - Contractual
Obligations for Principal
Payments (Details) - USD ($)
$ in Thousands

Jun. 30, 2017 Dec. 31, 2016

July 1. 2017 - December 31, 2017 $ 1,083

2018 46,808

2019 24,308

2020 49,771

2021 404

Thereafter 17,439

Total contractual obligations for principal payments 139,813

Unamortized premium 154

Total notes payable 139,967 $ 143,119
Less: Deferred financing fees, net (1,963) (787)
Notes payable, net $ 138,004  $ 142,332
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Notes Payable - Narrative
(Details) - USD ()
$ in Thousands

Debt Instrument [Line Items]
Deferred financing fees
Repayment of existing indebtedness
Debt Instrument, Unamortized Premium
Debt, Weighted Average Interest Rate
London Interbank Offered Rate ("LIBOR")
Debt Instrument [Line Items]
Debt Instrument, Basis Spread on Variable Rate
Notes payable
Debt Instrument [Line Items]
Notes payable, net
Courtyard Kauai Coconut Beach Hotel
Debt Instrument [Line Items]
Line of Credit Facility, Maximum Borrowing

Capacity
Debt Instrument., Description of Variable Rate Basis

Courtyard Kauai Coconut Beach Hotel | Notes

payable
Debt Instrument [Line Items]

Notes payable, net
Repayment of existing indebtedness
Debt Instrument, Description of Variable Rate Basis

Debt Instrument, Basis Spread on Variable Rate
Equity Method Investment, Ownership Percentage
Line of Credit Facility, Current Borrowing Capacity

Debt Instrument, Term

Parkside

Debt Instrument [Line Items]

Debt Instrument, Unamortized Premium
Parkside | Notes payable

Debt Instrument [Line Items]

Notes payable, net

May 08, 2017 Jun. 30, 2017

$ 44,000

30-day
LIBOR
4.70%
80.00%
$ 36,000
3 years

6 Months Ended

Jun. 30,
2016

$ 1,963
39,068
$ 154
5.00%

$ 872

5.80%

$ 138,000

30-day
LIBOR

$0
38,000

200

$9,912

[1]Includes approximately $0.2 million of unamortized premium related to debt we assumed at

acquisition.
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Leasing Activity (Details) Jun. 30, 2017

$ in Thousands USD ($)
Future minimum base rental payments due to entity under non-cancelable leases
Remainder of 2017 $ 817
2018 1,403
2019 1,105
2020 1,000
2021 872
Thereafter 2,413
Total $7,610
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6 Months
Derivative Instruments and

E
Hedging Activities (Details) nded
$ in Millions Jun. 30, 2017
USD ($)

Derivative Not Designated as Hedging Instruments
Derivative Instruments and Hedging Activities

Debt Instrument, Basis Spread on Variable Rate 3.00%
Courtyard Kauai Coconut Beach Hotel

Derivative Instruments and Hedging Activities

Debt Instrument, Description of Variable Rate Basis 30-day LIBOR
Courtyard Kauai Coconut Beach Hotel | Interest Rate Cap | Derivative Not Designated as

Hedging Instruments

Derivative Instruments and Hedging Activities
Notational value $ 44
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3 Months

Ended
Related Party Transactions nae

(Details) - USD ($) Jun. Jun.
30, 30,
2017 2016
Related party transaction

Asset management fees $ $
510,000 605,000

Debt Instrument, Fee Amount 220
Courtyard Kauai Coconut Beach Hotel Kauai

[Member]

Related party transaction

Acquisition and advisory fees as percentage of

purchase, development, construction, or improvement

of each asset acquired

Advisor

Related party transaction

Acquisition and advisory fees as percentage of

purchase, development, construction, or improvement

of each asset acquired

Acquisition and advisory fees as percentage of funds

advanced in respect of loan investment

Acquisition and advisory fees incurred 0 0
Reimbursement of acquisition expense $0 0

Percentage of debt financing fee payable under loan or
; ) 1.50%
line of credit

Monthly asset management fee
Asset management fees $
500,000

500,000

Administrative services fee

Administrative services cost incurred and expensed ~ 400,000400,000

Due diligence
Property management fees or oversight fees incurred $
200,000

Construction management fees, percentage

Payment of Administrative Service Costs Maximum
Period

Payable to external advisor and affiliates 100,000
Advisor | Minimum

Related party transaction

Operating expenses in excess of average invested
assets

Operating expenses in excess of net income
Advisor | Scenario, Forecast

12

6 Months Ended Months

2017
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Ended

Dec. 31, Jun. 30, Jun. 30, Dec. 31,

2017 2016 2016

$ $
1,019,0001,219,000

$ 220

1.50%

1.50%

1.50%

$0 0
$0 0

0.50%

0.70%

$ $
1,000,000 1,100,000 1,325,000
1,500,000

700,000
250,000 250,000

$ 100,000

5.00%

45 days

$ 100,000 $ 400,000

2.00%
25.00%
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Related party transaction
Administrative services fee

Advisor
Related party transaction
Asset management fees

Administrative services cost incurred and expensed
Property management fees as percentage of gross

revenues of properties

Oversight fee as percentage of eross revenues of

property managed
Asset Purchases | Advisor

Related party transaction
Percentage of reimbursement of acquisition expense

Development, Construction or Improvement of Assets

Advisor

Related party transaction
Percentage of reimbursement of acquisition expense

Funds Advanced for Loan Investment | Advisor
Related party transaction
Percentage of reimbursement of acquisition expense

$
500,000

$
1,325,000
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0.25%

0.25%

$ 700,000
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Subsequent Events (Details)

- Scenario, Forecast Sep. 30, 2017
USD ($)
] shares
$ in Millions

Subsequent Event [Line Items]
Shares approved for redemption (in shares) | shares 239,000
Shares approved for redemption | $ $1.2
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