" ORIGINAL 1-on

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BoaﬁJE CEl VED

APPLICATION FOR PERMIT
fFB 1.0 2011
SECTION 1. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATIO
. . . HEALTH FACILIT)
This Section must be completed for all projects. SERVICES REVIEW Eg:RD
Facility/Project identification
Facility Name: Greater Peoria Specialty Hospital
Street Address: 500 West Romeo B. Garrett
City and Zip Code:  Peoria, IL 61605
County: Peoria Health Service Area I\ Health Planning Area: C-01
Applicant /Co-Applicant identification
[Provide for each co-applicant frefer to Part 11 30.220].
Exact Legal Name: Greater Peoria Specialty Hospital, L.L.C.
Address: 500 West Romeo B. Garrett Peorig, I 61605
Name of Registered Agent:
Name of Chief Executive Officer. Steven Schuitz, CEQ
CEO Address: 500 West Romeo B. Garrett Peoria, IL 61605
Telephone Number: 309/680-1501
Type of Qwnership of Applicant/Co-Applicant
O Non-profit Corporation 1 Partnership
] For-profit Corporation O Governmental
X Limited Liability Company O Sole Proprietorship O Other
o Corporations and limited liability companies must provide an lllinois certificate of good
standing.
o Partnerships must provide the name of the state in which organized and the name and address of
sach partner specifying whether each is a general or limited partner.

Primary Contact

[Person to receive all comespondence or inquiries during the review pariod]
Name: Ms. Barbara Lankford

Title: Senior Market Planner

Company Name: Kindred Healthcare, Inc.

Address: 680 South Fourth Strest Louisville, Kentucky 40202
Telephone Number: 502/596-7801

E-mail Address: Barbara.Lankford@kindredhealthcare.com

Fax Number: 502/596-4007

Additional Contact
[Persan who is also authorized to discuss the application for permit]

Name: Ms. Anne Murphy

Title: Partner

Company Name: Halland+Knight, LLP

Address: 131 S. Dearborn Street 30" Floor Chicago, IL 60603
Telephone Number:  312/578-6544

E-mail Address: anne.Murphy@hklaw.com

Fax Number: 312/578-6666




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT

SECTION |. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION
This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Greater Peoria Specialty Hospital

Street Address: 500 West Romeo B. Garrett

City and Zip Code: _ Peoria, IL 861605

County: Peoria Health Service Area |l Health Planning Area: _ C-01

Applicant /Co-Applicant Identification
[Provide for each ca-applicant [refer to Part 1130.220].

Exact Legal Name: Kindred Healthcare, Inc.

Address: 680 South Fourth Street Louisville, KY 40202
Name of Registered Agent:

Name of Chief Executive Officer:  Paul Diaz, President & CEQ

CEQ Address: 680 South Fourth Street Louisville, KY 40202
Telephone Number: 502/596-7300

Type of Ownership of Applicant/Co-Applicant

A Non-profit Corporation O Partnership
X For-profit Corporation ] Governmental
U] Limited Liability Company U] Sole Proprietorship ] Other

o Corporations and limited liability companies must provide an lllinols certificate of good

standing.
o Partnerships must provide the name of the state in which organized and the name and address of

each partner specifying whether each is a general or limited partner.
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Primary Contact

[Person to receive all correspondence or inquiries during the review period]
Name: Ms. Barbara Lankford

Title: Senior Market Planner

Comparty Name: Kindred Healthcare, Inc.

Address: 680 South Fourth Street Louisville, Kentucky 40202
Telephone Number:  502/596-7801

E-mail Address: Barbara.Lankford@kindredhealthcare.com

Fax Number: 50215964007

Additional Contact
[Person who is also authorized to discuss the application for permit]

Name: Ms. Anne Murphy

Title: Partner

Company Name: Holland+Knight, LLP

Address: 131 S. Dearborn Street 30" Floor Chicago, IL_60603
Telephone Number:  312/578-6544

E-mail Address: anne. Murphy@hklaw.com

Fax Number. 312/578-6666




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT

SECTIONi. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION
This Section must be completed for all projects.

Facility/Project Identification

Facility Name:. Greater Peoria Specialty Hospital

Street Address: 500 West Romeo B. Garrett

City and Zip Code:  Peoria, IL 61605

County: Pearia Health Service Area Health Planning Area: C-01

Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: RehabCare Hospital Holdings, L.L.C.

Address:; 7733 Forsyth Blvd., Suite 2300 St. Louis, MO 63106
Name of Registered Agent:

Name of Chief Executive Officer. John Short, CEOQ

CEQO Addrsss. 7733 Forsyth Blvd., Suite 2300 St Louis, MO 63106
Telephone Number: 800/677-1238

Type of Ownership of Applicant/Co-Applicant

1 Non-profit Corporation 3 Partnership
N For-profit Corporation O Governmental
X Limited Liability Company O Sole Proprietorship ] Other

o Corporations and limited liability companies must provide an lilinois certificate of good

standing.
o Partnerships must provide the name of the state in which organized and the name and address of

each partner specifying whether each is a generai or limited partner.

Primary Contact

[Person to receive all correspondence or inguiries during the review period]
Name: Ms. Barbara Lankford

Title: Senior Market Planner

Company Name: Kindred Healthcare, Inc.

Address: 680 South Fourth Street Louisville, Kentucky 40202
Telephone Number:  502/596-7801

E-mail Address: Barbara.Lankford@kindredhealthcare.com

Fax Number: 502/596-4007

Additional Contact
[Person who is also authorized to discuss the application for permit]

Name: Ms. Anne Murphy

Title: Partner

Company Name: Holland+Knight, LLP

Address: 131 S. Dearborn Street 30" Floor Chicago, IL 60603
Telephone Number:  312/578-6544

E-mail Address. anne.Murphy@hklaw.com

Fax Number: 312/578-6666




Post Permit Contact
[Person to receive all correspondence subseqguent to permit issuance-THIS PERSON MUST BE

EMPLOYED BY THE LICENSED HEALTH CARE FACILITY AS DEFINED AT 20 ILCS 3960

Name: Ms. Barbara Lankford

Title: Senior Market Planner

Company Name: Kindred Healthcare, Inc.

Address: 680 South Fourth Street Louisville, Kentucky 40202
Telephone Number:  502/596-7801

E-mail Address: Barbara.Lankford@kindredhealthcare.com

Fax Number: 502/596-4007

Site Ownership

[Provide this information for each applicable site]
Exact Legal Name of Site Owner: Cullinan Medical 1, LLC
Address of Site Owner; 211 Fulton Street Suite 700 Peoria, IL 61602

Street Address or Legal Description of Site: 500 West Romeo B. Garrett Peoria, IL 61605
Praof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of ownership
are property tax statement, tax assessor's documentation, deed, notarized statement of the corporation

attesting to ownership, an option to lease, a letter of intent to lease or a lease.

I

7APPEND DOCUMEN
YAPPLICATION FORMY

Operating ldentity/Licensee
[Provide this information for each applicable facility, and insert after this page. ]
Exact Legal Name: Greater Peoria Specialty Hospital, LLC

Address; 500 West Romeo B. Garrett Peoria, IL 61605

] Non-profit Corporation O Partnership
O For-profit Corporation O Governmental
X Limited Liability Company O Sole Proprietorship U Other

o Corporations and limited liability companies must provide an Hiinois Certificate of Good Standing.

o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.

o Persons with 5 percent or greater interest in the licensee must be identified with the % of

ownership.

Organizational Relationships
Provide (for each co-applicant) an organizational chart containing the name and relationship of any

person or entity who is retated (as defined in Part 1130.140). if the related person or entity is participating
in the development or funding of the project, describe the interest and the amount and type of any

-'APREND_ DOCUMENTATION
FAPPLICATION FORM 58




Flood Plain Requirements not applicable
[Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2005-5
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements
please provide a map of the proposed project location showing any identified floodplain areas. Floodplain

maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.ora. This map must be in &
readable format. In addition please provide a statement attesting that the project complies with the

requirements of !I_Iinoi}glf:xecutive Order #2005-5 (http:/iwww.hfstb.illinois.gov).

APPEND DOCUMENTATION AS ATTACHMENT =5, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATIONFORM. -~ -~ ., : : . :

Historic Resources Preservation Act Requirements  not applicable
[Refer to application instructions.]

Provide documentation regarding compliance with the requirements of the Historic Resources
Preservation Act.

 APPEND DOCUMENTATION AS ATTACHMENT-8, iN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATIONFORM. ‘ oA .

DESCRIPTION OF PROJECT

1. Project Classification
{Check those applicable - refer to Part 1110.40 and Part 1120.20(b}]

Part 1120 Applicability or Classification:
Part 1110 Classification: [Check one oniy.]
L] Substantive (] Pari 1120 Not Applicable

(7] category A Project
X Non-substantive X Category B Project

[ ] DHS or DVA Project




2. Narrative Description

Provide in the space below, a brief narrative description of the project. Explain WHAT is to be done in State Board
defined terms, NOT WHY it is being done. If the project site does NOT have a street address, include a legal
description of the site. Inciude the rationale regarding the project's classification as substantive or non-substantive.

Kindred Healthcare, Inc. (“Kindred™) is, through a stock purchase, acquiring
RehabCare Group, Inc. (“RehabCare”), which includes 44 long term acute care hospitals,
nationwide. RehabCare currently owns, through a subsidiary (RehabCare Hospital
Holdings, L.L.C.) a majority (51%) interest in one licensed health care facility in Illinois:
Greater Peoria Specialty Hospital, a 50-bed long term acute care hospital (“LTACH”).
Methodist Medical Center (Peoria) is a minority owner of Greater Peoria Specialty
Hospital, but does not meet any of the requirements to be named as an applicant for the
proposed change of ownership. Because of RehabCare’s “control” of Greater Peoria

Specialty Hospital, a Certificate of Need permit is required.

This Application for Permit addresses the resultant change of ownership of
Greater Peoria Specialty Hospital, exclusively.

No changes to the services provided or the hospital’s number of beds will result
from the proposed change of ownership.

This is a “non-substantive” project, pursuant to the definition of
non-substantive” projects provided in Section 1110.40.




Project Costs and Sources of Funds

Complete the foliowing table listing all costs (refer to Part 1120.110) associated with the project. When a

project or any component of a project is to be acco

mplished by lease, donation, gift, or other means, the

fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated
project cost. If the project contains non-reviewable components that are not related to the provision of
health care, complete the second column of the table below. Note, the use and sources of funds must

equal.

Project Costs and Sources of Funds

USE OF FUNDS

CLINICAL

NONCLINICAL

TOTAL

Preplanning Costs

Site Survey and Soil investigation

Site Preparation

Off Site Work

New Construction Contracts

Modernization Contracts

Contingencies

Architectural/fEngineering Fees

Consulting and Other Fees

$1,665,000

Movable ar Cther Equipment (not in construction
contracts)

Bond Issuance Expense (project related)

Net Interest Expense During Consiruction (project
related)

Fair Market Value of Leased Space or Equipment

Other Costs To Be Capitalized

Acquisition of 51% Interest in GPSH

$11,981,000

TOTAL USES OF FUNDS

$13,646,000

SOURCE OF FUNDS

CLINICAL

NONCLINICAL

TOTAL

Cash and Securilies

Pledges

Gifts and Bequests

Bond !ssues {project related)

Mortgages

$13,646,000

Leases (fair market value)

Govemmental Appropriations

Grants

Other Funds and Sources




Related Project Costs
Provide the following information, as applicable, with respect to any land related to the project that

will be or has been acquired during the last two calendar years:

Land acquisition is related to project [JYes XNo
Purchase Price: §
Fair Market Value: $

The project involves the establishment of a new facility or a new category of service
X Yes [ ] No

operating deficits) through the first full fiscal year when the project achieves or exceeds the target
utilization specified in Part 1100. :

Estimated start-up costs and operating deficit cost is $ none

Project Status and Completion Schedules
Indicate the stage of the project’s architectural drawings:

X None or not applicable (] Preliminary

[1 Schematics [] Final Working
Anticipated project completion date (refer to Part 1130.140): __by July 1, 2011

|
If yes, provide the dollar amount of all non-capitalized operating start-up costs (including
I
|
|

Indicate the following with respect to project expenditures or to obligation (refer to Part
1130.140):

[] Purchase orders, leases or contracts pertaining to the project have been executed.
[] Project obligation is contingent upon permit issuance. Provide a copy of the
contingent “certification of obligation” document, highlighting any language related to
CON Contingencies

X Project obtion will occur after permit issuance.

TAPPEND DOCUMENTATION AS ATTACHMENT-IN

PAPPLICATION FORM R

State Agency Submittals

Are the following submittals up to date as applicable:
[[] cancer Registry not applicable
[ ] APORS not applicable
X All formal document requests such as IDPH Questionnaires and Annual Bed Reports been
submitted

X All reports regarding outstanding permits
Failure to be up to date with these requirements will result in the application for permit being

deemed incomplete.




Cost Space Requirements

not applicable

Provide in the following format, the department/area DGSF or the building/area BGSF and cost. The type
of gross square footage either DGSF or BGSF must be identified. The sum of the department costs
MUST equa! the total estimated project costs. Indicate if any space is being reallocated for a different
purpose. Include outside wall measurements plus the department's or area's portion of the surrounding
circulation space. Explain the use of any vacated space.

Gross Square Feet

Amount of Proposed Total Gross Square Feet

That Is:

Dept. / Area

Cost

Existing

Proposed

New
Const.

Modemized

Asls

Vacated
Space

REVIEWABLE

Medical Surgical

Intensive Care

Diagnostic
Radiology

MR!

Total Clinical

NON
REVIEWABLE

Administrative

Parking

Gift Shop

Total Non-clinical




’ﬁ—,,

Facility Bed Capacity and Utilization

Complete the following chart, as applicable. Complete a separate chart for each facility that is a part of
the project and insert following this page. Provide the existing bed capacity and utilization data for the
latest Calendar Year for which the data are available. Include observation days in the patient day
totals for each bed service. Any bed capacity discrepancy from the Inventory will result in the
application being deemed incomplete.

FACILITY NAME: Greater Peoria Specialty Hospital CITY: Peoria

REPORTING PERIOD DATES: From: January 1, 2010 to: December 31, 2010

Category of Service

Authorized
Beds

Admissions

Patient Days

Bed
Changes

Proposed
Beds

Medical/Surgical

Obstetrics

Pediatrics

Intensive Care

Comprehensive Physical
Rehabhilitation

Acute/Chronic Mental lliness

Neonatal Intensive Care

General Long Term Care

Specialized Long Term Care

Long Term Acute Care

50

280

8351

none

50

Other (identify)

TOTALS:

50

280

8331

none

50

/&




CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The

authorized representative(s) are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o inthe case of a limited %iability company, any two of its managers or members (or the sole
manger or member when two or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when
two or more general partners do not exist);

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two

or more beneficiaries do not exist); and

o in the case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of KINDRED HEALTHCARE, INC.*

in accordance with the requirements and procedures of the lllinois Health Facilities
Planning Act. The undersigned certifies that he or she has the authority to execute and
file this application for permit on behalf of the applicant entity. The undersigned further
certifies that the data and information provided herein, and appended hereto, are complete
and correct to the best of his or her knowledge and belief. The undersigned also certifies
that the permit application fee required for this application is sent herewith or will be paid

upon request.

S (4

4;//'?/"’

SIGNATURE

Gregory C. Miller
PRINTED NAME

Senior Vice President, Corporate Development

and Financial Planning
PRINTED TITLE

Notarization:
Subscribed and sworn to before me

this _ 3/ dayof Jangéc¥ - Aot

e S LA

Signature of Notary

Seal Lowoar .%/ f&/ay/xaf.z

*Insert EXACT legal name of the applicant

SIGN)\TW /

Douglas L. Curnutte
PRINTED NAME

Vice President, Facilities and Real Estate

Development
PRINTED TITLE

Notarization:
Subscribed and sworn to before me

this_ 2/ dayof _Japwary - Ro//

o S S22

§’ig_;flature of Notary

Seal Goma—. LA -

/0/17 2erl




CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The
authorized representative(s) are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o inthe case of a limited liability company, any two of its managers or members (or the sole
manger or member when two or more managers or members do not exist),

o in the case of a partnership, two of its general partners (or the sole general partner, when two or
more general partners do not exist),

o in the case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more
beneficiaries do not exist); and

o in the case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of _RehabCare Hospital Holdings, L.L.C.*
in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this application for
permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required
for this application is sent herewith or will be paid upon request.

N H\

SIGNATURE SIGNATQ
a;\xig o S !A)il l {AMNS SAm X\uaomﬂ
PRINTED NAME PRINTEDNAME
VR, GO ¢ Zeevelans S‘ e Preadent £ Tyeasurer
PRINTED TITLE * PRINTED TITLE
Notarization: Notanzation:
Subscribed and sworn to before me Subscnbed and sworn to before me

this A |Stday of __lawni !GIIA‘Z L2040 this 318" day of Sgngg# , 201

. - - 1 i - . f 2 c
ignature of Notary Signature of Notary

g
Seal SR "bj,i'é, KRISTINA L RIPPER Seal
S0 ¥ "-_ Commission Expires Ry
FTNOTRY TR a August 16, 2012 SR B, KRISTINA L. RIPPER
*insert E B fame of ihsieppitgant §-§-mrm;,-$%>‘g Wy Commission Expires
E% F % A ' Commission §08491069 SEl e ET AUGRTTS, 2012
AL =2 SEAL ST Franklin County

f;?/}-...- S -
o OF 5\!1}\,\\‘ Commission #08431069

/ 2




CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The
authorized representative(s) are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o in the case of a limited liability company, any two of its managers or members (or the sole
manger or member when two or more managers or members do not exist);

o in the case of a partnership, two of its general partners (or the sole general partner, when two or
more general partners do not exist);

o in the case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more
beneficiaries do not exist); and

o in the case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of Greater Peoria Specialty Hospital, L.L.C*
in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this application for
permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required
for this application is sent herewith or will be paid upon request.

SIGNATURE “—— SIGNATURE
PRINTED NAME PRINTED NAME
Mpmh@(
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:
Subscribed and sworn to before me Subscribed and sworn to before me

this 315" day of _|a uuaq.(, S0l this day of

ignatdre of Notary

Signature of Notary
‘\u\””'f,‘,‘ ms‘ﬂm L RIPPE
Seal :‘ES\@"{' Hy 7. MyCommission Expires Seal
STINOTARY L2 August 16, 2012

. SEAL (&S Eranktn County
*Insert EXA ﬁi?@amegﬁmmm
AR L




CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The
authorized representative(s) are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o in the case of a limited liability company, any two of its managers or members {or the sole
manger or member when two or more managers or members do not exist);

o in the case of a partnership, two of its general partners (or the sole general partner, when two or
more general partners do not exist);

o in the case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more
beneficiaries do not exist); and

o inthe case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of Greater Peoria Specialty Hospital, L.L.C*
in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this application for
permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required
for this application is sent herewith or will be paid upon request.

T
{/\\_,;/7 f;’-’_—. \ T
-
SIGNATURE SIGNATURE
(. bes b dvedprs
PRINTED NAME PRINTED NAME
PRINTED TITLE PRINTED TITLE
Notarization; Notarization:
Subscribed and sworn to before me Subscribed and sworn to before me

this | S day of _Eg_&&&/ 201) this day of

Signature of Notary

DONNA LEONARD
MY COMMISSION EXPIRES
Decamber 6, 2013

Seal

*Insert EXACT legal name of the applicant

/7




SECTION Il - BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

This Section is applicable to all projects except those that are solely for discontinuation with no project
costs.

Criterion 1110.230 — Background, Purpose of the Project, and Alternatives

READ THE REVIEW CRITERION and provide the following required information;

BACKGROUND OF APPLICANT

1. Alisting of all health care facilities owned or operated by the applicant, including licensing, and certification if
applicable.

2. A certified listing of any adverse action taken against any facility owned andfor operated by the applicant
during the three years prior to the filing of the application.

3. Authorization permitting HFSRE and DPH access to any documents necessary to venfy the infomation
submitted, including, but not limited to: official records of DPH or other State agencies; the licensing or
certification records of other states, when applicable; and the records of nationally recognized accreditation
organizations. Failure to provide such authorization shail constitute an abandonment or withdrawal
of the application without any further action by HFSRB.

4. If, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utilized to fulfill the information requirements of
this criterion. In such instances, the applicant shall attest the information has been previously provided, cite
the project number of the prior application, and certify that no changes have occurred regarding the
information that has been previously provided. The applicant is able to submit amendments to previously
submitted information, as needed, to update and/or clarify data.

...... s TS T

APPEND DOCUMENTATION'AS ATTACHMENT-11; 1N NUMERIC SEQUENTIAL ORDER AFTER THE
PAGE OF
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PURPOSE OF PROJECT

1. Document that the project will provide health services that improve the health care or well-being of the
market area population to be served.

2. Define the planning area or market area, or other, per the applicant’'s definition.

3. Identify the existing problems or issues that need fo be addressed, as applicable and appropriate for the
project. [See 1110.230(b) for examples of documentation.]

4. Cite the sources of the information provided as documentation.

5. Detail how the project will address or improve the previously referenced issues, as well as the population's
heaith status and well-being.

6. Provide goals with quantified and measurable objectives, with specific imeframes that relate to achieving
the stated goals as appropriate.

For projects involving modemization, describe the conditions being upgraded if any. For facility projects, include
statements of age and condition and reguiatory citations if any. For equipment being replaced, include repair and
maintenance records.

o T
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ALTERNATIVES
1) Identify ALL of the altematives to the proposed project:

Alternative options must‘inc!ude:

A) Proposing a project of greater or lesser scope and cost,

B) Pursuing a joint venture or similar amangement with one or more providers or
entities {o meet all or a portion of the project's intended purposes; developing
alternative settings to meet ali or a portion of the project's intended purposes;

C) Utilizing other health care resources that are available to serve all or a portion of
the population proposed to be served by the project; and
D) Provide the reasons why the chosen alternative was selected.
2) Documentation shall consist of a comparison of the project to alternative options. The

comparison shall address issues of total costs, patient access, quality and financial
benefits in both the short term (within one to three years after project completion) and long
term. This may vary by project or situation. FOR EVERY ALTERNATIVE IDENTIFIED
THE TOTAL PROJECT COST AND THE REASONS WHY THE ALTERNATIVE WAS

REJECTED MUST BE PROVIDED.

3 The applicant shall provide empirical evidence, including quantified oulcome data that
verifies improved quality of care, as available.

/€




SECTION VI - MERGERS, CONSOLIDATIONS AND ACQUISITIONS/CHANGES OF
OWNERSHIP

This Section is applicable to projects involving merger, consolidation or acquisition/change of ownership.

NOTE: For all projects involving a change of ownership THE TRANSACTION DOCUMENT must be
submitted with the application for permit. The transaction document must be signed dated and
contain the appropriate contingency language.

A. Criterion 1110.240(b}), impact Statement
Read the criterion and provide an impact statement that contains the following information:
Any change in the number of beds or services currently offered.
Who the operating entity will be.
The reason for the transaction.
Any anticipated additions or reductions in employees now and for the two years following
completion of the transaction.
5. A cost-benefit analysis for the proposed transaction.

N

B. Criterion 1110.240(c), Access
Read the criterion and provide the following:
1. The current admission policies for the facilities involved in the proposed transaction.
2. The proposed admission poficies for the facilities.
3. A letter from the CEO certifying that the admission policies of the facilities involved will
not become more restrictive.

C. Criterion 1110.240(d), Health Care System
Read the criterion and address the following:
1. Explain what the impact of the proposed transaction will be on the other area providers.
2. List all of the facilities within the applicant’s health care system and provide the following
for each facility.
a. the location (town and street address}),
b. the number of beds;
c. alist of services; and
d. the utilization figures for each of those services for the last 12 month period.

3. Provide copies of all present and proposed referral agreements for the facilities involved
in this transaction.

4. Provide time and distance information for the proposed referrals within the system.

5. Explain the organization policy regarding the use of the care system providers over area
providers.

6. Explain how duplication of services within the care system will be resolved.

7. Indicate what services the proposed project will make available to the community that are
not now available.

 APPEND DOCUMENTATION
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The folfowing Sections DO NOT need to be addressed by the applicants or co-applicants responsible for
funding or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from
Fitch's or Standard and Poor's rating agencies, or A3 or better from Moody’s (the rating shall be affirmed
within the jatest 18 month period prior to the submittal of the application):

s Section 1120.120 Availability of Funds - Review Criteria
s Section 1120.130 Financial Viability - Review Criteria
s Section 1120.140 Economic Feasibility - Review Criteria, subsection (a)

ViH. - 1120.120 - Availability of Funds

The applicant shall document that financial resources shall be available and be equal to or exceed the estimated total
project cost plus any related project costs by providing evidence of sufficient financial resources from the foliowing
sources, as applicable: Indicate the doliar amount to be provided from the following sources:

a) Cash and Securities - statements (e.g., audited inancial statements, letters from financial
institutions, board resolutions) as to:

1) the amount of cash and securities available for the project, including the
identification of any security, its value and availability of such funds; and

2) interest to be earned on depreciation account funds or to be earned on any
asset from the date of applicant's submission through project completion;

b) Piedges - for anticipated pledges, a summary of the anticipated pledges showing anticipated
receipts and discounted value, estimated time table of gross receipts and related fundraising
expenses, and a discussion of past fundrafsing experience.

c) Gifts and Bequests - verification of the dollar amount, identification of any conditions of use, and the
esfimated time table of receipts;

d) Debt - a statement of the estimated terms and conditions (including the debt time period, variable or
_$13,646,000_ permanent interest rates over the debt time pericd, and the anticipated repayment schedule} for any
interim and for the permanent financing proposed to fund the project, including:

1) For general obligation bonds, proof of passage of the required referendum or
evidence that the governmental unit has the authority to issue the bonds and
evidence of the doflar amount of the issue, including any discounting anticipated,

2) For revenue bends, proof of the feasibility of securing the specified amount and
interest rate;

3) For mortgages, a letter from the prospective lender attesting to the expectation
of making the loan in the amount and time indicated, including the anticipated
interest rate and any conditions associated with the mortgage, such as, but not
limited to, adjustable interest rates, balloon payments, etc.;

4) For any lease, a copy of the lease, including all the terms and conditions,
including any purchase options, any capital improvements to the property and
provision of capital equipment;

5) For any option to lease, a copy of the oplion, including all terms and conditions.

e} Governmental Appropriations - a copy of the appropriation Act or ordinance accompanied by a
statement of funding availability from an official of the governmental unit. If funds are to be made
available from subsequent fiscal years, a copy of a resolution or ather action of the governmental unit
attesting to this intent;

f) Grants — a letter from the granting agency as to the availability of funds in terms of the amount and
time of receipt;

o) All Other Funds and Sources — verification of the amount and type of any other funds that will be
used for the project.

$13 646,000 TOTAL FUNDS AVAILABLE

FAPPLICATI
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IX. 1120.130 — Financial Viability

All the applicants and co-applicants shall be identified, specifying their roles in the project funding or
guaranteeing the funding (sole responsibility or shared) and percentage of participation in that funding.

Financial Viability Waiver

The applicant is not required to submit financial viability ratios if:

1. All of the projects capital expenditures are completely funded through internal sources

2. The applicant’s current debt financing or projected debt financing is insured or anticipated to be
insured by MBIA {Municipal Bond Insurance Association Inc.) or equivalent

3. The applicant provides a third party surety bond or performance bond letter of credit from an A

rated guarantor.

See Section 1120.130 Financial Waiver for information to be provided

"APPEND DOCUMENTATION AS ATTACHMENT-40, IN NUMERIC SEQUENTIAL QR[_)ER'AFTER THE LAST

EalE Lt L A

PAGE OF THE APPLICATION FORM.

The applicant or co-applicant that is responsible for funding or guaranteeing funding of the project shall provide
viability ratios for the latest three years for which audited financial statements are available and for the first full
fiscal year at target utilization, but no more than two years following project completion. When the applicant's
facility does not have facility specific financial staternents and the facility is a member of a health care system that
has combined or consolidated financial statements, the system’s viability ratios shall be provided. If the health care
system includes one or more hospitals, the system's viability ratios shall be evaluated for conformance with the

applicable hospital standards.
Kindred Healthcare, Inc.

" Provide Data for Projects Classified |  Category A or Category B (last three years) | CategoryB
| Enter Historical and/or Projected 2009 2008 2007 2012
Years: Lt The
Current Ratio 1.4 1.6 1.6 1.3
Net Margin Percentage 1.5% 1.5% 1.0% 1.8%
Percent Debt to Total Capitalization 13% 28% 24% 50%
Projected Debt Service Coverage 249 12.7 10.5 a7
Days Cash on Hand 234 41.7 335 14.5
Cushion Ratio 291 255 18.7 17

Provide the methodology and worksheets utilized in determining the ratios detailing the calculation
and applicable line item amounts from the financial statements. Complete a separate table for each
co-applicant and provide worksheets for each.

2. Vanance

Applicants not in compliance with any of the viability ratios shall document that another organization,
public or private, shall assume the legal responsibility to meet the debt obligations should the
applicant default.

' APPLICATION FORM. -

"APPEND DOCUMENTATION AS ATTACHMENT 41, IN NUMERICAL ORDER AFTER THE LAST PAGE OF THE -

*please see footnote 4 to ATTACHMENT 41




X. 1120.140 - Economic Feasibility

This section is applicable to all projects subject to Part 1120.

A. Reasonableness of Financing Arrangements

The applicant shall document the reasonableness of financing arangements by submitting a
notarized statement signed by an authorized representative that attests to one of the following:

1) That the total estimated project costs and related costs will be funded in total with cash
and equivalents, including investment securities, unrestricted funds, received pledge
receipts and funded depreciation; or

2) That the total estimated project costs and related costs will be funded in total or in part by
borrowing because:

A) A portion or all of the cash and equivalents must be relained in the balance sheet
asset accounts in order to maintain a current ratio of at least 2.0 times for
hospitals and 1.5 times for all other facilities; or

B) Borrowing is less costly than the liguidation of existing investments, and the
existing investments being retained may be converted to cash or used to retire
debt within a 60-day period.

B. Conditions of Debt Financing

This criterion is applicable only to projects that involve debt financing. The applicant shall
document that the conditions of debt financing are reasonable by submitting a notanzed statement
signed by an authorized representative that attests to the following, as applicable:

1) That the selected form of debt financing for the project will be at the lowest net cost
available;
2) That the selected form of debt financing will not be at the lowest net cost available, but is

more advantageous due to such terms as prepayment privileges, no required morigage,
access to additional indebtedness, term (years), financing costs and other factors;

3) That the project involves (in total or in part) the leasing of equipment or faciliies and that
the expenses incurred with leasing a facility or equipment are less costly than constructing
a new facility or purchasing new equipment.

C. Reasonableness of Project and Related Costs
Read the criterion and provide the following:

1. Identify each department or area impacted by the propased project and provide a cost
and square footage allocation for new construction and/or modernization using the
following format (insert after this page).

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A B c D E F G H
Department Total
(list below} Cost/Square Foot Gross 3q. Ft. Gross Sq. Ft. Const. Mod. § Cost
New Mod. New Circ.* | Mod. Circ.* (AxC) (BxE) (G+H)

Contingency

TOTALS

* include the percentage (%) of space for circulation




D. Projected Operating Costs

The applicant shall provide the projected direct annual operating costs {in current dollars per equivalent
patient day or unit of service) for the first full fiscal year at target utilization but no more than two years
foliowing project completion. Direct cost means the fully aflocated costs of salaries, benefits and supplies
for the service.

Total Effect of the Project on Capital Costs

The applicant shall provide the total projected annual capital costs (in current dollars per equivalent
patient day) for the first full fiscal year at target utilization but no more than two years following project
completion.

| cempleton.
TAPPEND DOCUMENTATION AS ATTACHMENT -42/IN NUMERIC SEQUENTIAL! ORDER AFTER THE LAST. PAGE OF,THE S/
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Xi. Charity Care Information

Charity Care information MUST be furnished for ALL projects.

i All applicants and co-applicants shall indicate the amount of charity care for the latest three

of charity care and the ratio of that charity care cost to net patient revenue.

audjted fiscal years, the cost

2. If the applicant owns or aperates ane or more facilities, the reporting shall be for each individual facility located in [liinois. If
charity care costs are reported on a consolidated basis, the applicant shall provide documentation as to the cost of charity
care: the ratic of that charity care to the net patient revenue for the consolidated financial statement; the allocation of
charity care costs; and the ratle of charity care cost to net patient revenue for the facility under review.

3. If the applicant is not an existing facllity, it shall submit the facility's projected patient mix by payer source, anticipated
charity care expense and projected ratio of charity care to net patient revenue by the end of its second year of operation.

Charity care” means care provided by a health care facility for which the provider does not expect to receive payment from

the patient or a third-party payer. (20 ILCS 3980/3) Charity Care must be provided at cost.

A table in the foltowing format must be provided for all facilities as part of Attachment 44,

CHARITY CARE
2009 Year Year
Net Patient Revenue $878,756
Amount of Charity Care (charges) $0
Cost of Charity Care $0




File Number 6417-464-9

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

KINDRED HEALTHCARE, INC., INCORPORATED IN DELAWARE AND LICENSED TO
TRANSACT BUSINESS IN THIS STATE ON APRIL 29, 2005, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE BUSINESS CORPORATION ACT OF
THIS STATE RELATING TO THE PAYMENT OF FRANCHISE TAXES, AND AS OF THIS
DATE, IS A FOREIGN CORPORATION IN GOOD STANDING AND AUTHORIZED TO
TRANSACT BUSINESS IN THE STATE OF ILLINOIS.

In Testimony Whereof, 1 hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 25TH
day of JANUARY AD. 2011

o e W12

SECRETARY OF STATE

Authenticate at; hitp:ffwww.cyberdriveillinais.com
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File Number (106418-6

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

REHABCARE HOSPITAL HOLDINGS, L.L.C.. A DELAWARE LIMITED LIABILITY
COMPANY HAVING ORTAINED ADMISSION TO TRANSACT BUSINESS IN ILLINOIS ON
SEPTEMBER 11, 2006. APPEARS TQ HAVE COMPLIED WITH ALL PROVISIONS OF THE
LIMITED LIABILITY COMPANY ACT OF THIS STATE. AND AS OF THIS DATE 15 IN
GOOD STANDING AS A FOREIGN LIMITED LIABILITY COMPANY ADMITTED TO
TRANSACT BUSINESS IN THE STATE OF ILLENOLS.

In Testimony Whereof, I hereto set
nty hand and cause to be affixed the Great Seal of
the State of Hlinois, this 13TH
day of DECEMBER AD. 2010

oo ae W25

GECRLTARY OF 5IATT:

Aunntionie af: hitgy Svrad Syt el oom

ATTACHMENT 1




To all to whom these Presents Shall Come, Greeting:

I, [esse White, Secretary of State of the Stite of Hiinois, do

liereby cortify that

GREATER PEORIA SPECIALTY HOSPITAL, LI A DELAWARE LiMITED LIABILITY
COMPANY HAVING OBTAINELD ADMISSION TO TRANSACT BLUSINESS IN ILLINOIN ON
JANTIARY 245, 20006, APPEARS TO HAVE CUM PLIED WITH ALL PROVISIONS OF THE
LI FED TRABILITY COMPANY ACT OF THIS STATE AND AS OF TINS DATE (S IN
GOOEY STANDING AS A FOREIGN LIMITED L1A BILECY COMPANY ADMETTLD TO
FRANSACT BUSINESS ENTHE STATE QF ILLINOIS,

in Testimony Wher eof, | hereta sel
sy fetnd and canse to be affixed the Greal Seal of
the State of Hlinois, Hus 13TH
iy of DECEMBER AD. 2010

! -~ N ad ]
NG i/
v P LRl :
Eathenpsazee £ 1505016 M/ ¢

Lo recfibatir AT IR Sasaes Tyleminen e e NETAETIRS 6 S1ATE
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LEASE AGREEMENT
| by and hetween
CULLINAN MEDICAL 1, LLC
an illinois limited liability company
as

"Land ford”.

\@‘

GREATER P @ﬁ A@"&O TAL, LLC

A Del@@@@h&t@l@a!&@ company
%Q@ @Qenant
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LEASE AGREEMENT

-THIS LEASE AGREEMENT (“Lease™) dated effective as of Decmigé)liaao 7 (the
“Effective Date™) is entered into by and between CULLINAN MEDICAL 1, LLC, an Hlinois
limited liability company, having its principal office at 211 Fulton Street, Suite 700, Peoria,
Illinois 61602 (“Landlord”) and GREATER PEORIA SPECIALTY HOSPTIAL, LIC, a
Delaware limited liability company having its principal office at 221 Northeast Glen Oak
Avenue, Peoria, Ilinois 61636-0002 (“Tenant™).

ARTICLE 1.
LEASED PROPERTY; TERM

Upon and subject to the terms and conditions hereinafter set forth, Landlord leases to
Tenant and Tenant rents from Landlord all of Landlord’s rights and interest in and to the
following real property {collectively, the “Leased Property”): '

(@) the real property more particularly described on ExhibitA attached hereto
together with all covenants, licenses, privileges and benefits thereto belonging, any and all
easements, rights-of-way, rights of ingress and egress or other interests of Landlord in, on or to
any land, highway, street, road or avenue, open pryroposed, in, on, across, in front of, abutting
- or adjoining such real property, including all g&@m res adjacent to or lying between such

real property and any adjacent real prope w
m ned) and other improvements

u@@@

(b)  all buildings, struct ‘e;-. :
‘of every kind including all alley @sa}’ tunnels, crosswalks, sidewalks,
landscaping, parking lots and st: o appurtenant to such buildings and
structures presently or hereafter sﬁua d, and Capital Additions financed by

Landlord (but specifically exclud%& itions’ ﬁnanced by Tenant), drainage and all
aboye-ground and underground util L@n‘es {collectively, the “Leased Improvements”);

{c) all permanently affixed equipment, machinery, fixtures and other items of real
and/or personal property, including all components thereof now and hereafter located in, on or
used in connection with, and permanently affixed” to or incorporated into the Leased
Improvements, including all fummaces, boilers, heaters, €lectrical equipment, heating, plumbing,
lighting, ventilating, refrigerating, incineration, air and water pollution control, waste disposal,
air-cooling and air conditioning systems and apparatus, sprinkler systems and fire and theft
protection equipment, carpet, moveable or immoveable walls or partitions and built-in oxygen
and vacuum systems, all of which are hereby deemed_ by the parties hereto to constitute real
estate, together with all replacements, modifications, alterations and additions thercto, but
specifically excluding all items mcluded within the category of Personal Property (collectively,
the “letures "), and

(d) to the extent permitted by law, all permits, approvals and other intangible property
or any interest therein now or hereafter owned or held by Landlord in connection with the Leased
Property or any business or businesses now or hereaftér conducted by Tenant or with the use
thereof, including all contract rights, agreements, trade names, water rights and reservations,
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zoning rights, business licenses and warranties (including those relating to construction or
fabrication) related to the Leased Property or any part thereof, but specifically excluding the
- general corporate trademarks, service marks, logos or insignia or books and records of Tenant;

and

: (e) all site plans, surveys, soil and substrata studies, architectural drawings, plans and

specifications, engineering plans and studies, floor plans, landscape plans, and other plans and

studies that relate to the Land or the Leased Improvements and are in Tenant’s possession or
" control; and '

)  Intentionally Omitted

- SUBJECT, HOWEVER, to the matters set forth on Exhibit B attached hereto, the Facility
" Mortgage (the “Permitted Exceptions™), to have and to hold for a fixed term of fifteen {15)
“ years (the “Initial Term™) from and after the Commencement Date (hereafter defined) of the

Lease and continuing for any Extension Term properly and timely elected pursuant to Article 33
hereof. The “Term” of this Lease shall be the Initial Term and any Extension Term hereunder.
The “Commencement Date” of this Lease shall be defined as that date which is forty-five (45)
. days from the later of (i) delivery of the Leased Property to the Tenant by the Landlord, or (ii)
issuance of Certificates of Occupancy from the City of Peoria, Illinois and issuance of an
occupancy letier from the Ilinois Department ofdfublic Health (provided that the issuance of an
occupancy letter from the [llinois Departm ic Health contingency shall be deemed
satisfied if the delay in the issuance @ , %ér is not related .to the physical
condition of the Facility within the andiard b ther is related to operational or
similar issues within the control o (4 (;@ssessmn of the Leased Property by
Tenant shall evidence Tenant’s acc Ptoperty and Landlord’s Work, subject
in all respects to the terms of this ase ' thout limitation, the Work Letter). The
Tenant’s taking of possession shal dlord from any obligation to complete or
rmg‘é§r co

cormrect any work to be perfo by Landlord under the terms of this Lease

(including, without limitation, the dtter).

ARTICLE 2.
RENT
21  Minimum Rent and Adjustments to Minimum Rent. Commencing upon the

: Commencement Date and during the Term hereof, Tenant shall pay to Landlord, without notice,
- demand, set off or counterclaim, in advaace in lawful money of the United States of America, at

Landlord’s address set forth herein or at such other place or to such other person, firms or -

corporations as Landlord from time to time may designate in writing, the Minimum Rent, as
adjusted annually pursuant to Section 2.1(b) hereof during the Term . Landlord and Tenant
agree that upon the execution of this Lease, the minimum rent amounts payable to Landlord in
each Lease Year as set forth on Exhibit C - Rent Schedule are only estimated minimum rents
based upon a Preliminarv Project Budget. Landiord and Tenant shall finalize the Final
. Construction Documents for the Project and the Final Project Budget in accordance with the
terms of the Work Letter attached hereto as ExhibitD. The term “Minimum Rent” used
throughout this Lease shall mean the minimum rent amounts payable to Landlord in each Lease

. _Year based upon the Final Construction Documents and Final Project Budget, as such Final .

confdential .
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Construction Documents and Final Project Budget are agreed upon pursuant to the terms of the
Work Letter attached hereto as Exhibit D and further as such Minimum Rent may be established
and adjusted under Sections 2.1(a) and 2.1(b) hereof.

The Minimum Rent shall be payable in advance in 12 equal, consecutive monthly
installments, on the first day of each calendar month of the Term. Minimum Rent shall be
prorated as to any partial month, and is subject to adjustment as provided in Sections 2.1(b) and
9.3(b)(iv) below. Minimum Rent shall commence on the Commencement Date and shall be
- prorated on a daily basis if the Commencement Date is not the first day of a month for the
remainder of that month. Rent shall be payable without notice, set-off or abatement, except as
otherwise permitted under this Lease, at such address as Landlord may designate from time to

. time by written notice to Tenant.

: (a) Minimum Rent — Establishing Year One of the Lease Term. Once the Final
Project Plans and Final Project Budget have been finally approved by both Landlord and Tenant
in accordance with the terms of the Work Letter at Exhibit D, then the annual Minimum Rent for
Year One of the Lease Term shall be calculated as follows: the approved Final Project Budget
nultiplied by a rental factor of ten percent (10%).

(b}  Increases to Minimum Rent. Minimum Rents due and payable for all years of
the Lease Term shall increase every five (5) Lga% Years at a rate of ten percent (10%). The
~ below chart illustrates by example the mann@ high the increases to Minimum Rent shall be
. calculated and accrued, using the ﬁ? §fipm rent estimates based upon

e/ SixpHundred Eighty-Three Thousand
;éﬁ@; @9) multiplied by a rental factor of

) @l or Lease Years 1 — 5.. Landlord and
uﬁ he increases to Minimum Rent afier the

Final Construction Documents and F' Pr dget have been approved by both Landlord
‘ and Tenant pursuant to the terms v\L_i} : Wor ﬁer attached hereto as Exhibit D.

_-estimated total cost of constructio
Eight Hundred Forty-Seven and 0@ )
" ten percent {10%) for the initial m' 3

Lease Minimum Ré@%crease Calculation Minimum Annual
XYears _ For Following S Year Lease Period ' ' Rent Due
1-5 . -  $1,884,393.00
6-10 $188,439.00 "~ $2,072,832.00
11-15 - $207,283.00 - $2,280,115.00

Upon approval of the Final Construction Documents and Final Project Budget by
Landlord and Tenant, Landlord and Tenant shall execute a revised Exhibit C - Rent Schedule
- reflecting the final Minimum Rent due in each year of the Initial Lease Term and any Extension
Terms and each shali attach this revised Exhibit C- Rent Schedule to this Lease and clearly mark
and identify it as having been caiculated upon the Final Consfruction Documents and Final
- Project Budget. Tenant will pay to Landlord as rent (the “Minimum Rent”) for the Leased
Property the sums set forth in Exhibit C - Rent Schedule attached hereto and made a part hereof

for all purposes.

2.2 Intentionally Omitted

: ' . confidential ) . - \ o
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2.3  Additional Charges. Tenant will also pay and discharge as and when due (a) all
. other amounts, liabilities, obligations and Impositions which Tenant assumes or agrees to pay
under this Lease including, to the extent applicable, any amounts due by Landlord under any
assessments, tax, fees, or other charges related to the ownership and leasing of the Leased
Property that accrue during the Term of this Léase, and (b} in the event of any failure on the part
of Tenant to pay any of those items referred to in clause (a) above, Tenant will also promptly pay
and discharge every fine, penalty, interest and cost which may be added for non-payment or late
payment of such items (the items referred to in clauses {a) and (b} above being referred to herein -
collectively as the “Additional Charges”), and Landlord shall have all legal, equitable and
contractual rights, powers and remedies provided in this Lease, by statute or otherwise, in the
case of non-payment of the Additional Charges, as well as the Minimum Rent. If any installment
of Minimum Rent or Additional Charges (but only as to those Additional Charges which are
payable directly to Landlord) shall not be paid within ten (10) days after the date when due,
Tenant will pay Landlord on demand, as Additional Charges, interest (to the extent permitted by
law) computed at the Overdue Rate on the amount of such installment, from the date when due to
. Landlord to the date of payment in full thereof. In the event Landlord provides Tenant with
written notice of failure to timely pay any installment of Minimum Rent or any Additional
~ Charges pursuant to Section 15.1(b) more than three (3) times within any twelve-month period,
Tenant shall pay an administrative fee to Landlord in the amount of Five Hundred and 00/100
Dollars ($500.00) for each additional written notice Landlord gives pursuant to Section 15.1(b)
"during the next twelve months. To the extg at Tenant pays any Additional Charges to

.Landlord pursuant to any requirement of all be relieved of its obligation to
a] Charges would otherwisc be

~ pay such Additional Charges to the entj
@ |
The Minimum Rent Addl{(g@%g osxtlons are collectively referred to

-due.
herein as “Rent.”

24  Net Lease. Excep@i,an % constructlon obligations set forth in the Work
Letter - Exhibit D to this Lease, su expenses specific to Landlord set forth in Article 3.5,
~ Landlord repair and maintenance WBligations set forth in Article 8.1, and any indemnity

obligations owing by Landlord to Tenant under the terms of this Lease, this is an absolutely net

lease and the Minimum Rent, Additional Charges and all other sums payable hereunder by
. . Tenant shall be paid without notice (except as expressly provided herein), demand, set-off,

" counterclaim, abatement, suspension, deduction or defense. It is the intention of the parties

_hereto that the Minimum Rent shall be an absolutely net return to Landlord throughout the Term
of this Lease. In order that such Minimum Rent shall be absolutely net to Landiord, Tenant shall
- .pay when due, and save Landlord harmless from and against, any and all costs, charges and
expenses attributable to the Leased Property accruing during the Term of this Lease, including -
each fine, fee, penalty, charge (including governmental charges), assessments, sewer rent,
Impositions, insurance premiums required under Article 12 hereof or otherwise required of
Tenant by Facility Mortgagee, utility expenses, costs, expenses and obligations of every kind and
nature whatsoever, general and special, ordinary and extraordinary, foreseen and unforeseen, the
payment for which Landlord or Tenant is, or shall become liable by reason of any rights or
interest of Landlord or Tenant in, to or under the Leased Property or this Lease or in any manner
relating to the ownership, leasing, operation, management, maintenance, repair, rebuilding, use
_or occupation of the Leased Property, or of any portion thereof; provided, however, that nothing

" confidential | S . :
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‘herein contained shall be construed as imposing upon Tenant any obligation to pay any Excluded

Taxes of Landlord arising out of, or levied in connection with, this Lease or Landlord’s right or
interest in the Leased Property or the Rent.

25  Security for Lease. No Security Deposit shall be required of Tenant in

connection with this Lease.

3

(a) Bankruptcy Remote/Control of Tenant. Tenant represents and warrants to
Landlord that upon the execution of this Lease and further covenants that at all times thereafter
and during the Term of this Lease (including any Extension Terms), it is and shall be a special
purpose entity formed under the Laws of the State of lllinois exclusively for the purpose of

"owning and operating a hospital and other purposes incidental or ancillary thereto located on the
Leased Property. Tenant further represents and warrants to Landlord that its initial members (the
“Initial Members™) are RehabCare Hospital Holdings, LLC (“RehabCare Hospital Holdings™), a

' Delaware limited liability company, owning a 51% membership interest in Tenant, and The

Methodist Medical Center of 1ilinois (*Methodist””), an Hlinois not for profit corporation owning

a 49% membership in Tenant. Tenant represents, warrants and covenants to Landlord that except

in the event of a permitted assignment of this Lease or assignment of an Initial Member’s interest
in Tenant under Section 22.4 hereof, then throughout the Term of this Lease, including any

Extension Terms, the Initial Members and/or any Affiliate of the Initial Members, shall own and

Control at least 100% membershlp in Tenant. istribution of profits or proceeds to Tenant’s

members under the Regulations and/or Op Al of Tenant is subordinate to the
: a a@;‘"Opeﬁmng Agreement shall so

is Lease. Provided, however,

provide throughout the Initial Term a4 T
&%o enant may distribute any profits

V"-( c
that so long as there is no default dBhe)
or proceeds to its members as Tena 5] % N@

\)

(b) Tenant’s Guaranty. @ n%ndmonally guarantees the full and faithful
performance of all of the provisi d 2nts to be performed under the Lease within the
- time and in accordance with the te e Lease; including, without limitation, the obligation
to pay Rent, as the same may be ad_p& ed under the Lease, and any other charges required to.be

paid by Tenant hereunder. The preceding guarantee by Tenant in no manner waives or releases -

~any rights, defenses, actions or remedies available to Tenant as set forth in this Lease or available
at law, :

(cj Guaranty of Methodist and RehabCare Group, Inc. Methodist and RehabCare

Group, Inc (“RehabCare Group™), a Delaware corporation (RehabCare Group is a related entity
to RehabCare Hospital Holdings) shall each guaranty the Tenant’s obligations under the terms,
" covenants and obligations of the Lease in the following proportions: (i) Methodist shall guaranty
49% of all Tenant monetary obligations arising under the terms, covenants and obligations of the
_ Lease, and (ii) RehabCare Group shall guaranty 51% of all Tenant monetary obligations arising
under the terms, covenants and obligations of the Lease. The form of the guaranty to be
executed is attached hereto as Exhibit 1, and the same shall be executed contemporaneously with
this Lease and is expressly incorporated herein by reference. '
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ARTICLE 3.

IMPOSITIONS

3.1  Payment of Impositions. Subject to Article 11 relating to permitted contests,
Tenant will pay, or cause to be paid, all Impositions accruing afier the Commencement Date of
this Lease and during the Term of this Lease before any fine, penalty, interest or cost may be
added for non-payment, such payments to be made directly to the taxing authorities where
feasible, and Tenant will promptly, upon request, furnish to Landlord copies of official receipts
_or-other satisfactory proof evidencing such payments. Tenant’s obligation to pay such

Impositions and the amount- thereof shall be deemed absolutely fixed upon the date such
- Impositions become a lien upon the Leased Property or any part thereof. If any such Imposition
. may lawfully be paid in installments (whether or not interest shall accrue on the unpaid balance

- of such Imposition), Tenant may exercise the option to pay the same (and any accrued interest on
the unpaid balance of such Imposition) in installments and, in such event, shall pay such
installments during the Term hereof as the same become due and before any fine, penalty,
premium, further interest or cost may be added thereto. Landlord, at its expense, shall, to the
extent permitted by applicable law, prepare and file all tax returns and reports as may be required

by governmental authorities in respect of Landlord’s net income, gross receipts, franchise taxes .

-and taxes on its capital stock. Tenant, at its expense, shall, to the extent permitted or required by
applicable laws and regulations, prepare and £ 1 other tax returns and reports in respect of
. any Imposition as may be required by gover; e ities. If any refund shall be due from
. any taxing authority in respect of any e Pk F8ang, the same shall be paid over to
or retained by Tenant if no Event ¢ 3® Brau
Any such funds retained by LandI§d
Article 15. Landlord and Tenant
maintained by the party to whom ¢
be necessary to prepare any'requir ,\-

= 53 d-u hereunder and be contmumg

J%%u t shall be applied as provided in
R the other, provide such data as is

1 ith respect to the Leased Property as may
d orts In the event governmental authorities
classify any property covered by 23 personal property, Tenant shall file all such
- personal property tax returns in suchju@dictions where filing is required. Landlord and Tenant
will provide the other party, upon regy st with cost and depreciation records necessary for filing
- returns for any property so classified as personal property. Where Landlord is legally required to
file personal property tax returns, and Tenant is obligated for the same hereunder, Tenant will be

B provided with copies of assessment notices in sufficient time for Tenant to file a protest. Tenant

may, upon giving 30 days’ prior written notice to Landlord, at Tenant’s option and at Tenant’s

. sole cost and expense, protest, appeal, or institute such other proceedings as Tenant may deem
. appropriate to effect a reduction of real estate or personal property assessments and Landlord, if
“requested by Tenant and at Tenant’s expense as aforesaid, shali fully cooperate with Tenant in

~ such protest, appeal, or other action. Billings for reimbursement by Tenant to Landlord of

- personal property taxes shall be accompanied by copies of an invoice therefor and payments

. thereof which identify the personal property with respect to which such payments are made.
Landlord will cooperate with Tenant in order that Tenant may fulfill its obligations hereunder,
including the execution of any instruments or documents reasonably requested by Tenant.
Promptly after the Commencement Date of this Lease, Tenant shall direct the applicable taxing
authorities to send all tax notices, statements and other correspondence directly to Tenant rather
than to Landlord. Upon the occurrence of an Event of Default by Tenant, Landlord may direct
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the applicable taxing authorities to send all tax notices, statements and other tax related
correspondence directly to Landlord. '

Proration of Ilmpositions.

Impositions imposed in respect of the tax-fiscal

period during which the Termn commences and terminates shall be prorated between Landlord
and Tenant, whether or not such Imposition is imposed before or after such termination, and
Tenant’s and Landiord’s obligation to pay their prorated shares thereof shall survive such
" termination. General Real Estate Taxes shall be prorated as of the commencement date of the
Lease and any such taxes are due for a year prior to the commencement date shall be paid by the

Landlord.

1953066.5
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3.3  Utility Charges. Tenant will contract for, in its own name, and will pay or cause
to be paid all charges for, electricity, power, gas, oil, water, telephone, cable television or
satellite television, high-speed data connections and other utilities used in the Leased Property

during the Term.

_ 3.4  Insurance Premiums. Tenant will contract for, in its own name, and will pay or

cause to be paid all premiums for, the insurance coverage required to be maintained by Tenant
pursuant to Article 12 during the Term or such other insurance coverage reasonably required by
Facility Mortgagee from time to time.

35  Excluded Expenses. Tenant shall in no manner be liable for any of the following
obligations, and such shail not be included in any calculation of Minimum Rent, nor shall such
_be an Imposition to be paid by Tenant, and Landlord shall pay, or cause to be paid, the
following: any costs occurred by Landlord’s breach of any covenants or obligations under this
Lease, any costs for testing, handling, remediating or abating of any environmental matters
resulting from Landlord’s acquisition of Land contaminated by Hazardous Materials or costs
resulting from violation of any environmental or Hazardous Materials Laws during construction
_ of the Leased Property or the cost to purchase environmental insurance, costs necessary to
- correct faulty design or defective construction of the Leased Property, any expenses for
overhead, office costs, staff salary of any Landlord or affiliated entity, any fines Landlord must
pay as a result of a failure to comply with @ordinances or municipal codes and the like
- during acquisition of the Land and ?Mm @&e L%ed Property; any costs incurred
- because of Landlord’s negligence; an e@ ex aid to affihates of Landlord in
excess of market rates. ©@® ﬁ @ ol\ﬁ
%Q D N%“

e

ATION

Except as may be otherwi§ ly provided in this Lease, Tenant shall remain bound

by this Lease in accordance with its s and shall neither take any action without the consent
of Landlord to modify, surrender or terminate the same, or set-off against the Rent, nor shall the
respective obligations of Landlord and Tenant be otherwise affected by reason of (a) any damage
to, or destruction of, the Leased Property or any portion thereof from whatever cause or any
Taking of the Leased Property or any portion thereof, (b) the lawful or unlawful prohibition of,
or restriction upon, Tenant’s use of the Leased Property, or any portion thereof, or the
interference with such use by any person, corporation, partnership or other entity, or by reason of
.eviction by paramount title, (c}any bankruptcy, insolvency, reorganization, composition,
readjustment, liquidation, dissolution, winding up or other proceedings affecting L.andlord or any
.. assignee or transferee of Landlord, or (d) for any other cause whether similar or dissimilar to any
- of the foregoing. Except as otherwise expressly provided for in this Lease, Tenant hereby
specifically waives all rights arising from any occurrence whatsoever which may now or
hereafter be conferred upon it by law to (i} modify, surrender or terminate this Lease or quit or
surrender the Leased Property or any portion thereof, or (ii} entitle Tenant to any abatement,
- reduction, suspension or deferment of the Rent or other sums payable by Tenant hereunder. The
obligations of Landlord and Tenant hereunder shall be separate and independent covenants and
agreements and the Rent and all other sums payable by Tenant hereunder shall continue to be
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payable in all events unless the obligations to pay the same shall be terminated pursuant to the
express provisions of this Lease or unless Tenant has a specific right of offset against Rent or
- indemnity from Landiord pursuant to the terms of this Lease. Notwithstanding the foregoing,
Tenant shall have the right by separate and independent action to pursue any claim or seek any

- damages it may have against Landlord as a result of a breach by Landlord of the terms of this

Lease.
ARTICLE 5.

OWNERSHIP OF LEASED PROPERTY

- 51  Ownership of the Property. Tenant acknowledges that the Leased Property is
. the property of Landlord and that Tenant has only the right to the possession and use of the
* Leased Property durin_g the Term hereof and upon the terms and conditions of this Lease.

. .52  Personal Property. Tenant may (and shall as provided herein below), at its
~ expense, install, affix or assemble or place on any pareels of the Land or in any of the

Improvements any items of the Personal Property, and may remove, replace or substitute for the
same from time to time in the ordinary course of Tenant’s business. Tenant shall provide and
maintain during the entire Term all such Personal Property as shall be necessary in order to
_ operate the Facility in compliance with aIJ icensure and certification requirements, in

‘GOmpllance with all applicable Legal Reqm Insurance Requirements and otherwise
- in accordance with customary pract:cc I ary Intended Use.

\@ ,\@"\

cormmor@i% é@% FERXSED PROPERTY
A%

6.1  Condition of the L¢used F . Landlord shall deliver the Leased Property
> Leasdd, [inprovements shall not encroach upon any property,

, g Jocased Property, and shall not violate the agreements or
conditions contained in any apphcab ¢ Legal Requirement, and the Permitted Exceptions, and
shall not lmpalr the rights of others under any easement or right-of-way to which the Leased
Property is subject. The taking possession of the Leased Property by Tenant at the
- Commencement Date, and subject to the completion of all Punchlist Items by Landlord in a good
‘and workmanlike manner, shall be conclusive evidence as against Tenant that the Leased
Property, as to those things patent and not latent, were in good and satisfactory condition when -
possession was taken. Landlord shall construct and complete the Leased Improvements and
install the Fixtures, any other improvements, fixtures or personal property or other work or
matters to be completed, pursuant to the Work Letter and Building Standards attached hereto as
- Exhibits “D” and “G” and that are necessary as Landlord’s work and responsibility, and that are
necessary for Tenant to obtain any required license(s), approvals(s), permit(s), certification(s) or
accreditation(s) to operate the Leased Property for its Primary Intended Use. As clarification, ail
~ such license(s), approvai(s), permit(s), certification(s} or accreditation(s) to commence
operations of the Leased Property for its Primary Intended Use (other than certificate of
occupancy) shall be applied for by Tenant. Landlord is not responsible for completing such
license(s), approvals(s), permit(s), certification(s) or accreditation(s), however, Landlord shail
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construct and complete the Leased Improvements in such manner and condition that the Leased

Property will not cause Tenant license(s), approvals(s), permit(s), certification(s) or
accreditation(s) to fail, be rejected, or fail to be approved due to Landlord's failure to construct
- and complete the Leased Improvements per the Work Letter and Building Standards attached

hereto as Exhibits “D” and “G” and that are necessary as Landlord’s work and responsibility. In
no way shall Landlord be responsible for a failure, rejection or denial of approval due to
"Tenant’s failure to perform its responsibilities pursuant to the Work Letter attached as
Exhibit “D” hereto or complete Tenant’s work after Landlord has completed its work, whether
occurring prior to or after Substantial Completion. In no matter shall Substantial Completion be
achieved if the Leased Property is not delivered in such condition that Tenant may obtain any
required license(s), approvals(s), permit(s), certification(s) or accreditation(s) to commence
. operations of the Leased Property for its Primary Intended Use. Prior to the taking of possession,
. Tenant and Landlord will prepare the Punchlist related to the Leased Property in the manner
. contemplated in the Work Letter attached hereto as Exhibit D. All Punchlist ltems will be
completed or corrected at the expense of Landlord, if the Punchlist ltems are part of Landlord’s
“Work under the Work Letter attached hereto as Exhibit D. Tenant’s taking of possession prior {o
‘the completion of the Punchlist Itemns shall not relieve Landlord from any obligation to complete
any of Landlord’s Work to be performed by Landlord under the terms of the Work Letter
attached hereto as Exhibit D. Provided, however, that nothing herein shall prohibit Tenant from
pursuing against the Contractor and/or Architect any and all warranties provided to Landlord by
-said Contractor and/or Architect under the Co@ﬁon Agreement or the AJA Contract between

. & itect. \Y
the aner and Architect @,@@ \\??3@. )

- (a) State Licensure Rela(é‘&o e Condifin 1&‘.'_- Leased Property. Landlord

and Tenant acknowledge that th&3Co Wate @pethis Lease shall be triggered by
Landlord’s Substantial Completio: nder the Work Letter attached hereto as
Exhibit D. Once Substantial Com @&-c Property has first been obtained as such
relates to the condition of the Leased-f@operty Qitd, then Landlord’s obligations to maintain the

LEE sta@@é’repair necessary to maintain such approvai(s),

license(s) or permit(s) shall termi cept as provided in Article 8.1 regarding Landiord’s
repair and maintenance obligations, ¥nd thereafter, except as provided in Article 8.1 regarding
Landlord’s repair and maintenance obligations, Tenant shall be solely responsible, at its own cost
and expense, to maintain, repair, or modify the Leased Property in such a manner necessary to
" maintain such license(s), approval(s), permit(s) and accreditation to use the Leased Property for

its Primary Intended Use.

(b) State Licensure and Accreditation Related to Operations of the Leased
- . Property. Except for Landlord’s responsibilities to construct and complete the Leased
Improvements and to instail the Fixtures pursuant to the Work Letter and Building Standards
- attached hereto as Exhibits “D™ and “G,” any other improvements, fixtures or personal property
.or other work or matters to be completed that are necessary for Tenant to obtain-any required

license(s), approvals(s), permit(s), certification(s) or accreditation{s) to operate the Leased

Property for its Primary Intended Use shall be Tenant’s sole responsibility and cost.

6.2 Use of the Leased Property and Exclusivity. After the Commencement Date
and during the entire Term, Tenant shall use or cause to be used the Leased Property as a
licensed hospital, a licensed long-térm acute care hospital facility, an out-patient rehabilitation

: . : ~ confiential . . .
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facility, an out-patient surgery center, a psychological hospital, a skilled nursing facility, or an
in-patient rehabilitation facility and for such other uses as may be necessary, incidental,
. profitable or complementary to such use and for any lawful use as permitted by local or state
ordinance or regulation (the “Primary Intended Use™}. Tenant shail not use the Leased Property
or any portion thereof for any other use or business activity without the prior written consent of

Landiord.

(a)  Tenant covenants that at its own cost and expense during the Lease Term, it will |
obtain and maintain all material governmental approvals needed to use and operate the Leased
Property for its Primary Intended Use in compliance with-all applicable Legal Requirements.

(b)  For a period of ten (10} years following the Commencement Date, Landlord, or
any affiliates or subsidiaries, shali not directly or indirectly lease to, enter into any development
agreement with any third parties, or manage or operate (collectively “Assist in Development”)
any other long-term acute care hospital, within the County of Peoria. For the purposes hereof,
and without limiting the generality of the foregoing, Landlord shall be deemed to Assist in -
Development such a business indirectly if Landlord shall become a member of a joint venture or
partnership, or manager, shareholder, officer or director of a corporation, that engages in such
competitive business. In the event of any termination of this Lease by reason of Landlord’s
default, Landlord agrees not to Assist in Development of any such competitive business within
the Illinois County of Peoria for a period equal t(}gge remmnder of the term of this Lease if it had

not been terminated. %
@ t@have the right to immediately
t1§$ %@r , without prejudice to any other
O

*\

~Upon the violation of this covenant
terminate the Lease upon delivery:
right or remedy Tenant may have und

(©) Tenant’s failure to cont te the Leased Property in accordance with
its Primary Intended Use and to n 1§ f' cations for reimbursement and licensure and
its accreditation, shall not be a Default under this Lease. Tenant’s failure to

" continuously operate the Leased Pro does not relieve Tenant from any other duties set forth
in this Lease, specifically including all duties regarding payment of Minimum Rent, Additional
.Charges, and all duties regarding maintenance and repair of the Leased Property.

-{d) - Tenant shall not commit or suffer to be committed any aterial waste on the
Leased Property, or in the Facility, nor shall Tenant cause or permit any nuisance thereon.

_ (e) Tenant shall neither suffer nor permit the Leased Property or any portion thereof,

including any Capital Addition whether or not financed by Landlord, to be used in.such a manner
as (i} might reasonably tend to impair Landlord’s (or Tenant’s, as the case may be) title thereto or
to any portion thereof, or (ii) may reasonably result in a claim or claims of adverse usage or
" adverse possession by the public, as such, or of implied dedication of the Leased Property or any

portion thereof.

ki) Tenant will not utilize any Hazardous Materials on the Leased Property except in
accordance with applicable Legal Requirements and will not permit any contamination or release
of Hazardous Materials which may require remediation under any applicable Hazardous

figiontiol o
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Materials Law. Tenant agrees not to dispose of any Hazardous Materials or substances within
the sewage system of the Leased Property, and that it will handle all “red bag wastes in
accordance with applicable Hazardous Materials Laws. :

' 6.3 Management of Facility. Thc Facility shall be self-managed by Tenant or its
Affiliates.

At its own cost and expense, Tenant shail employ such clinical, clerical and administrative
personnel as may be required for proper operation of the Facility (“Tenant Employees™) or shall
enter into service contracts for such clinical, clerical and administrative personnel as may be
required for proper operation of the Facility (“Service Contract Employees™). Tenant shall
supervise, control and direct all Tenant Employees and ensure that Tenant Employees comply with

- Landlord’s policies and procedures regarding employee conduct in Landlord’s hospital. Tenant
shall be solely responsible for all employment or employment-related decisions with respect to
Tenant Employees. Tenant Employees and Service Contract Employees shall not for any purpose
-be,be deemed to be, or be considered to be employees of Landlord.

Tenant shall be solely responsible for the satisfaction of any and all obligations it assumes

_ with respect to Tenant Employees, including without limitation, payment of wages and salaries,

withholding of federal, state and local taxes, employee benefits, wage and hour obligations

" (including overtime), workers’ compensatio jal Security -and unemployment insurance.

Tenant shall- comply with all federal, state \g aws es and regulations respecting the

- employment and the provision of equal o Tenant Employees working in
%&??i

the Facility and those respecting occ ospital workers.

6.4 Landlord to GrantE;
of Tenant and at Tenant’s cost ahd ¢
consent shall not be unreasonably ed (a) grant casements and other nghts in the
nature of easements, (b) release a- Stin ents or other rights in the nature of easements
~ . which are for the benefit of the Le perty, (c) dedicate or transfer unimproved portions of
the Leased Property for road, highwa¥ or other public purposes, (d) execute petitions to have the
Leased Property annexed to any municipal corporation or utility district, (e) execute amendments
to any covenants and restrictions affecting the Leased Property and (f) execute and deliver to any
~ person any instrument. appropriate to confirm or effect such grants, releases, dedications and
'transfcrs (to the extent of its interest in the Leased Property). Accompanying any request by
Tenant to Landlord for any of the foregoing matters, Tenant shall deliver to Landlord an
Officer’s Certificate stating that such grant, release, dedication, transfer, petition or amendment
is required or beneficiat for and not detrimental to the proper conduct of the business of Tenant
- on the Leased Property and does not materially reduce its Fair Market Value or otherwise
materially and negatively impact Landlord’s mterests in the Leased Property in Tenant’s -
N reasonable business judgment.

Ary @d will, from time to time, at the request
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ARTICLE 7.

LEGAL, INSURANCE AND FINANCIAL REQUIREMENTS

7.1  Compliance with Legal and Insurance Reguirements. Subject to Article 11
relating to permitted contests, Tenant, at its expense, Will; promptly (a) comply with all material
Legal Requirements and Insurance Requirements in respect of the use, operation, maintenance,
repair and restoration of the Leased Property, whether or not compliance therewith shall require
structural change iri any of the Leased Improvements or interfere with the use and enjoyment of
the Leased Property, and (b)directly or indirectly w1th ‘the cooperation of Landlord, but at
Tenant’s sole cost and expense, procure, maintain and comply with all material licenses,
certificates of need and other authorizations required fo_r (i) the use and operation of the Leased
Property for its Primary Intended Use, and for (ii) the proper erection, installation, operation and
maintenance of the Leased Improvements or any part thereof, including any Capital Additions. -

7.2 Legal Requirement Covenants. Tenant covenants and agrees that the Leased
Property shall not be used for any unlawful purpose. Tenant shall, directly or indirectly with the
cooperatlon of Landlord, but at Tenant’s sole cost and expense acquire and maintain all material

AAAAA

Leased Property in its customary manner for the anary Intended Use and any other use
conducted on the Leased Property as may be perrm%d by Landlord from time to time hereunder.
Tenant further covenants and agrees that Ten@s usg. € of the Leased Property and Tenant's

maintenance, alteration, and operation of d_aﬂi@aﬂs thereof, shall at all times
conform to all apphcable Legal Requlre

(@ Repair and maintain (@ derivations of such terms) as used in this Article shall
mean the performance and furnishing of all repairs,.replacements and renewals. The
maintenance and repair obligations of the Landlord and the Tenant regarding the Premises and
the Leased Property shall be as follows: S

(1) Landlord, at its expense, will repair and m‘am]:a.m the exterior of the Facility, and
~ shall keep the same in good order and repair (whether or not the need for such repairs
occurs as a result of Tenant’s normal wear and tear, the elements, or the age of the
Facility). By way of example and not of limitation, Landlord shall repair and maintain all
. of the structural elements and exterior surfaces of the Facility including roof, roof
- membrane, roof covering, walls, concrete slab,: footings, and electrical and plumbing
systems exterior to the Facility. Landlord, except as otherwise provided in Articles 13
- and 14, with reasonable promptness, will make all necessary and appropriate exterior
repairs thereto of every kind and nature, structura.l or non-structural, capital or non-
capital, ordinary or extraordinary, foreseen or:; unforeseen or arising by reason of a
condition first arising after the Commencement Date of this Lease (concealed or

cdBdential
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otherwise). All repairs shall, to the extent reasonably achievable, be at least equivalent in
quality to the original work performed by Landiord and shall be accomplished by a party
selected by Landlord, subject to Tenant’s reasonable written approval thereof. Landlord
will not take or omit to take any action the taking or omission of which might materially
impair the value or usefulness of the Leased Property or any part thereof for the Primary
Intended Use. Provided, however, that Landlord shall not be responsible for any items of
exterior repair or maintenance caused or required by Tenant’s negligence or covered
under the Contractor’s or Architect’s warranties. Notwithstanding anything contzined
herein to the contrary, Landlord shall have no obligation to maintain, repair, or replace
any improvements or Capital Additions to the Facility or the Leased Property financed or
paid for by Tenant.

(ii) Tenant, at its expense, will repair and maintain the interior of the Facility, all

- .improvements appurtenant thereto, landscaping exterior to the Facility, and all private

roadways, parking lots, sidewalks and curbs appurtenant to the Leased Property, and shall

“keep the same in good order and repair (whether or not the need for such repairs occurs £

‘as a result of Tenant's use, any prior use, the elements, the age of the Leased Property or 3
any portion thereof). By way of example and not of limitation, Tenant shal! repair and
maintain the interior walls; interior floors and ceilings; the heating, ventilating and air
conditioning system(s) (whether located upon the interior or the exterior of the Facility),

windows and doors. Tenant, e -@_’5'
reasonable promptness, will :
- every kind and nature, s
extraordinary, foreseen or ‘%@\@ ;
the Commencement Date o @
extent reasonably achlev%&‘

riate exterior repairs thereto of
pital or non-capital, ordinary or
reason of a condition first arising after
ed or otherwise) All repairs shall, to the
equlvalent in quality to the onginal work :
- performed by Landlord an *Complished by a party selected by Tenant. Tenant
will not take or omit to take. ion the taking or omission of which might materially
impair the valuc or usefulness*of the Leased Property or any part thereof for the Primary
- Intended Use. Provided, however, that Tenant shall not be responsible for any items of - H
repair or maintenance caused or required by Landlord’s negligence or covered under the
Contractor’s or Architect’s warranties. :

1l

" (b) Except as set forth in this Article 8, and except for the use of any insurance
proceeds as set forth in Sections 13.1 and 13.2 hereof, Landlord shall not under any
circumstances be required to build or rebuild the Leased Improvements on the Leased Property
- - (or any Capital Additions that may become part of the Leased Property), or to make any repairs,

- replacements, alterations, restorations, or renewals of any nature or description to the Leased
“Property, whether ordinary or extraordinary, structural or non-structural, capital or non-capital,
foreseen or unforeseen, or to make any expenditure whatsoever with respect thereto in .

connection with this Lease, or to maintain the Leased Property in any way.

() Nothing contained in this Lease and no action or inaction by Landlord shall be
consirued as giving Tenant any right, power or permission to contract for or permit the
performance of any labor or services or the finishing of any materials or other property in such

. . ) ) . cnrii;gcntial . ’ .
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‘fashion as would permit the making of any claim against Landlord in respect thereof or to make
any agreement that may create, or in any way be the basis for, any right, title, interest, lien, claim
or other encumbrance upon the estate of Landlord in the Leased Property or any portion thereof.

- (d)  Unless Landlord shall convey any of the Leased Property to Tenant pursuant to
- the provisions of this Lease, Tenant will, upon the expiration or prior termination of this Lease,
vacate and surrender the Leased Property to Landlord in the condition in which the Leased
Property was originally received from Landlord, except for: (i) ordinary wear and tear (subject
to the obligation of Tenant to maintain the Property in good order and repair during the entire
Term); (ii) damage caused by the gross negligence or willful acts of Landlord; (iii) damage or
destruction described in Article 13; (iv) damage resulting from a Taking described in Article 14

"which Tenant is not required by the terms of this Lease to repair or restore; and (v) except as
repaired, rebuilt, restored, altered or added to as permitted or required by the provisions of this

. Lease.

. 8.2 Encroachments; Restrictions. If any of the Leased Improvements shall, at any

x h,‘ 1O
{ Al ="g‘

time, encroach upon any property, street or right-of-way adjacent to the Leased Property, or shall

violate the agreements or conditions contained in any applicable Legal Requirement, or the

Permitted Exceptions, or shall impair the rights of others under any easement or right-of-way to

which the Leased Property is subject, then promptly upon the request of Landlord, Tenant shall,

at its expense, subject to its right to contest theNexistence of any encroachment, violation or

. impairment, {a) obtain valid and effective riettlements of all claims, liabilities and

damages resulting from each such en @,& %ﬁ% % impairment, whether the same

shall affect Landlord or Tenant, or eased Improveinents, and take

' ) 1ts judgment deems reasonably

iolation or impairment, including, if

necessary, the alteration of any ol ements and in any event take all such

actions as may be necessary in ord ntinue the operation of the Facility for the

 Primary Intended Use substantial{Ja the &ner and to the extent the Facility was operated

prior to the assertion of such violatgﬁ)a ncroachment. However, Tenant shall have no such

" liability or obligations if such encreachment, violation, or impainnent was present at the

.Commencement Date of the Lease. Any such alteration shall be made in conformity with the

_applicable requirements of Article9. Tenant’s obligations under this Section 8.2 shall be in

addition to and shall in no way discharge or diminish any obligation of any insurer under any
policy of title or other insurance and Tenant shall be entitled to a credit for any sums recovered

by Landlord under any such policy of title or other insurance. -

33 Intentionally Omitted.

AR’_I‘I_CLE 9.
~ CAPITAL ADDITIONS
g1 Construction of Capiial Additions to the Leased Froperty.

(a)  If no Event of Default shall have occurred and be continuing, Tenant shall have
the right, upon and subject to the terms and conditions set forth below, and further subject to

. ) : ) L wlil’ cntial . ' )
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Landlord’s maintenance and repair obligations under Article 8, to construct or install Capital
Additions on the Leased Property with the prior written consent of Landlord, which consent shall
not be unreasonably withheld; provided that Tenant shall not be permitted to create any
Encumbrance on the Leased Property in connection with such Capital Addition without first
complying with Section 9.1(b) hereof. Prior to commencing construction of any Captal
Addition, Tenant shall submit to Landiord in writing a proposal setting forth in reasonable detail
any proposed Capital Addition, together with plans and specifications, permits, licenses,
contracts and other information concerning the proposed Capital Addition (the “Request”).
Without limiting the generality of the foregoing, such Request shall indicate the approximate
projected cost of constructing.and time to complete construction of such Capital Addition and the
use or uses to which it will be put. Within 15 days after receipt of Tenant’s Request, Landlord
shatl request any additional information that it may require in order to evaluate Tenant’s Capital

Addltlon proposal.

(b) Prior to commercing construction of any Capital Addition, Tenant shall first
request-Landlord to provide funds to pay for such Capital Addition in accordance with the
provisions of Section 9.3. If Tenant and Landlord do not reach a mutual agreement regarding
financing provided by Landlord, Tenant shall have the right to terminate negotiations with
'Landlord and obtain financing by other means.

o (©) Notwithstanding any other pro of this Article 9 to the oontrazy, no prior
written -consent of Landlord shall be requir Wt to construct a Capita] Addition unless
5

. the Capital Addition, when aggregat 0 er Capital Additions made by
- Tenant, would exceed One Million _ ,MO .00) or would diminish the
Fair Market Value of the Leased Pfg;

: dlord with notice of any such
Capital Addition not requiring Landlg ‘e’.u'.. event shall Tenant be required to obtain
the consent of Landlord to const

V2 3 that is budgeted to cost less than Fifty

Thousand Dollars ($50,000.00), %&& é’f—ﬁmded by Tenant, unless when aggregated

with the costs of all other Cap1ta] 1 s@éﬂe by Tenant such Capital Addition would exceed

~ One Million and 00/100 Dollars ($ &90 00) or would diminish the Fair Market Value of the
Leased Property.

{(d)  Additionally, Landlord shall reasonably cooperate with Tenant regarding the grant
of any consents or easements or the like necessary or appropriate in connection with any Capital
Addition. Further, no Capital Addition shall be made which would tie in or connect any Leased
Improvements on the Leased Property with any other improvements on property adjacent to the
Leased Property (and not part of the Land covered by this Lease), including tie-ins of buildings
or other structures or utilities, unless Tenant shall have obtained the prior written approval of

Landlord, which approval shall not be unreasonably withheld. All proposed Capital Additions

shall be architecturally integrated and consistent with the Leased Improvements.

9.2  Capital Additions Financed by Tenant. If Tenant provides or arranges to
finance any Capital Addition with a party other than Landlord after compliance with the terms of
Section 9.3 hereof, or if Tenant pays cash for any Capital Addition (which Landlord either did
" not agree to finance pursuant to Section 9.3 or for which Tenant was not required to obtain
Landlord’s consent to pursuant to Section 9.1(c) hereof) this Lease shall be and hereby is
amended to prowdc as follows:

L.mjﬂr‘cnna!
are 6\.' Miller.
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(a)  There shall be no adjustment in the Minimum Rent by reason of any such Capital

- Addition.

b) Any third-party or non-Landlord financing obtained by Tenant for the
construction of any Capital Additions (“Tenant Capital Addition Encumbrance™) shall be

' subordinate to the Facility Mortgage. Upon the expiration or earlier termination of this Lease,

Tenant shall be solely responsible for the prompt removal of any Tenant Capital Additional
Encumbrance filed against title to the Leased Property, and shall indemnify and hold harmless

" Landlord from any and all costs and expenses incurred by Landlord in conjunction with any

Tenant Capital Addition Encumbrance. Upon the expiration or earlier termination of this Lease,
Tenant shall, within ninety (90) days of receipt of notice from Landlord regarding such Tenant
Capital Addition Encumbrance, cause the Tenant Capital Addition Encumbrance to be

discharged at no cost to Landlord.

(¢)°  All Capital Additions financed by Tenant Iﬁursuant to this Section 9;2, and that

“are made to or installed upon the Leased Property will remain upon the Leased Property at the
~ termination of the Lease, and will be surrendered with the Leased Property as Landlord’s sole

and exclusive property.
0.3  Capital Additions Financed by Landlord.
s
(a) Together with any Request no@ m Landlord consent requirements under
Section 9.1(c) hereof Tenant shall requedt{@iit tord de or arrange financing for any
Capital Addition. \%\ \

(b)  Ifthe proposed Caplta.@%@ R gated with the costs of all other prior
Capital Additions made by Tenant@ @x andlord Addition Threshold as defined

€
‘under Section 9.3(c) hereof, Landlord ; Jis be under no obligation to provide or obtain
) :

the funds necessary to meet the R@@ Q
@]

(©) If the proposed. Capi@dition, when aggregated with the costs of all other prior
Capital Additions made by Tenant, does exceed the Landlord Addition Threshold, Landlord, at -
Tenant’s option, shall provide or obtain the funds necessary to meet the Request, subject to the
following conditions:

4] Tenant (and any guarantors of Tenant’s monetary obligations under the

Lease) shall be obligated to present sufficient financial information to Landlord, as in

Landlord’s sole discretion, will assure Landlord of the Tenant’s ability to satisfy the

- Tenant’s additional Lease obligations arising from construction of the requested Capital
- Addition.

s (ii) Landlord and Tenant shall enter into an amendment to the Lease whereby

. the Lease term shall be extended fifteen (15) years from the date of the execution of the

amendment to the Lease (“Capitzl Addition Extension™) (subject to the limitations set
forth in Section 9.3{c)(iv) hereof on extensions beyond the Initial Leasehold Interest).

(iii) The Capital Addition Extension amendment to Lease shall reflect that
Minimum Rent shall be increased during the first five (5) years of the Capital Addition

: wanfidenta . ’
' Gredfy Vidar .
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Extension term in an amount sufficient to allow a return to Landlord upon the total costs
required to complete construction of the Capital Addition of that percentage rate
computed by the addition of the Prime Rate in effect at the date of the Capital Addition
Extension Lease amendment plus two and one half percent (2.50%) (“Capital Addition
Minimum Rent”). Further, the Capital Addition Extension amendment to the Lease shall
reflect that there shall be ten (10%) increases in the Capital Addition Minimum Rent for
each subsequent five (5) year period of the Capital Addition Extension term, including
extensions thereof, subject to the limitations set forth in Section 9.3(c)(iv).

(iv)  Landlord and Tenant acknowledge that the Lease Initial Term is fifteen
(15) years, and Tenant has five (5) consecutive Extension Terms arising after the lnitial
Term of five (5) years each, for a total initial potential leasehold interest of forty (40)
years (“Initial Leasehold Interest™). Any Capital Addition Extension within the Initial

-Leasehold Interest shall cause any available Extension Term to abate accordingly, such

that no Extension Term may be exercised beyond the Initial Leasehold Interest. A Capital

~ Addition Extension exercised inside of the Initial Leasehold Interest may effect an

" extend beyond the Extended Leasehol

extension beyond the Initial Leasehold Interest, but not beyond the Initial Leasehold
Interest plus the Capital Addition Extension term of fifteen years, for a total extended
potential leasehold interest of fifty-five (55) years (“Extended Leasehold Interest™). A

est if such Capital Addition Extension term

4

. Capital Addition Extension exercised bey;nd the Initial Leasehold Interest which would

to Tenant and expiration of th.

was fifteen (15) years shall be r i a @ding[y. For example, a Capital
enty O‘hﬁmﬂf the Initial Leasehold Interest .
on E ailable to Tenant, exercise of

Addition Extension arising in
%ﬁh{ﬁ:’m (40™ Lease Year. By way of

would result in one remai%@'
which would allow expiratieh of
@m%smg in the thirty-fifth (35") year of the

further exampie, a Capital ;@g@b %

Initial Leasehold Interest w @ in?{ rther Extension Terms being available to

Tenant and expiration of n, e fiftieth (50"’) Lease Year. By way of even .

further example, a Capit dity xtension arising in the fiftieth (50™) year of the

Extended Leasehold Intercst@ﬁig result in no further Extension Terms being available
“Lease upon the fifty-fifth (55) Lease Year, for a reduced

Capital Addition Extension term of five (5) years. For Capital Addition Extensions

arising within the last fifteen (15) years of the Extended Leasehold Interest, the Minimum
Rent shall be equitably recalcuiated to provide an equivalent retum to Landlord over the

"+ diminished Capital Addition Extension term, as the Landlord would have received over _

the full fifteen (15) years of an undiminished Capital Addition Extension term.

(v) Landlord Addition Threshold: One Million. and 00/100 Dollars

- ($1,000,000.00). The Landlord Addition Threshold shall be reset to Zero Dollars ($0.00)
"with each Capital Addition Extension entered into by the parties, as of the date of each .

such amendment.

(d)  Within 30 days of the later of: (1) Landlord’s receipt of a Request; or (ii) Tenant’s

delivery of other reasonable information timely requested by Landlord related to a Request as set
forth in Section 9.1(a) and 9.3(b) hereof, Landlord shall notify Tenant as to whether it will
finance the proposed Capital Addition and, if so, the terms and conditions upon which it would
. do so, including the terms of any amendment to this Lease, Landlord’s failure to timely respond

1953066.5
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to a Request shall be deemed an approval of Tenant’s proposed Capital Addition and a rejection
of Landlord’s opportunity to provide for or arrange financing for such proposed Capital Addition.
Any Capital Addition not financed by Landlord and not otherwise exempt from consent under
_Section 9.1(c) hereof must still be approved in writing by Landlord pursuant to the terms of
Section 9.1 hereof, which consent will not be unreasonably withheld. Tenant may withdraw its
Request by notice to Landlord at any time before or after receipt of Landlord’s temms and

‘conditions.

(e) Within 30 days of the later of: (i) Landlord’s receipt of a Requeést; or (ii) Tenant’s
delivery of other reasonable information timely requested by Landlord related to a Request as set
forth in Section 9.1(a) and 9.3(c) hereof, and subject to the terms and conditions contained in

" Section 9.3(c), Landlord shall notify Tenant of the means by which it will finance the proposed
_ Capital Addition and the terms and conditions upon which it will do so, including the terms of
any amendment to this Lease. Tenant’s failure to timely respond to Landlord’s notification shail
be deemed to be a rejection of Tenant’s option to require Landlord to provide for or arrange
financing for such proposed Capital Addition. Any Capital Addition not financed by Landlord
and not otherwise exempt from consent under Section 9.1(c) hereof must still be approved in
writing by Landlord pursuant to the terms of Section 9.1 hereof, which consent will not be
unreasonably withheld. Tenant may withdraw its Request by notice to Landlord at any time
before or after receipt of Landlord’s terms and ndmons If Landlord finances the proposed
Capital Addition, Landiord’s obligation to ':{2,‘.,. y funds shall be subject to receipt of all of

. the followmg, in form and substance reasqualil %aig@ory {@.‘andlord

i h d dlord;
(i) such document: é@ 3\ edbﬁg andlor

(i) any infomsﬁgx&@% penmts or documents requested by
Landlord or any lender ﬂﬁp has agreed or may agree to provide
financing which are necess that Tenant will be able to use the Capital

- Addition upon completi &hereo@u accordance with the Primary Intended Use,:
including all required federal@gbr local government licenses and approvals;

(iii) an Officer’s Certificate and, if requested, a certificate from Tenant’s
. architect, setting forth in detail reasonably satisfactory to Landlord the projected (or
"+ actual, if available) cost of the proposed Capital Addition;

o (iv) an amendment to this Lcase, duly executed and acknowledged, in form

. and substance satisfactory to Landlord and Tenant (the “Lease Amendment”), and
containing such provisions as may be necessary or appropriate due to the Capital
Addition, including any appropriate changes in the legal description of the Land and the
Minimum Rent, all such changes to be mutually agreed upon by Landlord and Tenant;

(v) a deed conveying title to Landlord to any land and improvements or other
rights acquired for the purpose of constructing the Capital Addition, free and clear of any
liens or encumbrances except those approved in writing by Landlord and, both prior to
and following completion of the Capital Addition, an as-built survey thereof reasonably
satisfactory to Landlord; : :
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(vi)  endorsements to any outstanding policy of title insurance covering the
Leased Property or a supplemental policy of title insurance covering the Leased Property
reasonably satisfactory in form and substance to Landlord (A) updating the same without
any additional exceptions, except as may be permitted by Landlord; and (B) increasing
the coverage thereof by an amount equal to the Fair Market Value of the Capital Addition
(except to the extent covered by the owner’s policy of title insurance referred to in
subparagraph (vii) below), '

(vii) . if required by Landlord, (A) an owner’s policy of title insurance insuring
fee simple title to any land conveyed to Landlord pursuant to subparagraph (v), free and
clear of all liens and encumbrances except those approved by Landlord and (B) a lender’s

_ policy of title insurance satisfactory in form and substance to Landlord and the Lendmg
" Institution advancing any portion.of the Capita] Addition Cost;

(viif) if the cost to construct the Capital Addition is.in excess of One Hundred
Thousand and 00/100 Dollars ($100,000.00) and if required by Landlord upon
completion of the Capital Addition, an M.A.L appraisal of the Leased Property; and

(ix)  such other certificates (including endorsements increasing the insurance
- coverage, if any, at the fime required by Section 12.1), documents, customnary opinions of

 Tenant’s counsel, appraisals, survc 1ﬁed copies of duly adopted resolutions
Tenant’s Managing Member and tere%of Tenant’s membership under
Tenant’s Membership Agreemq@ 5 %tcrms and conditions thereof,
Amendment and any other

=]

authorizing the execufion i
mstruments as may be reas é@?&% BTN

o ] Upon making a R@st a@ Qapltal Addition, whether or not such

~ financing is actually consummated all¥pay or agree to pay mutually agreed upon

reasonable costs and expenses of%@ ord% any Lending Institution which has committed to

. finance such Capital Addition pai ‘gﬁrred in connection with the financing of the Capital

. Addition, including (i) the fees and enses of their respective counsel, (ii) the amount of any

. recording or transfer taxes and fees, (iii) documentary stamp taxes, if any, (iv) title 1 insurance
charges, appraisal fees if any, and (v) loan comrmtment fees, if any.

_ 9.4 Remodelmgind Non-Capital Additions. Tenant shall have the right and the

obligation to make additions, modifications or improvements to the Leased Property which are
‘not Capital Additions, from time to time as may reasonably be necessary for its uses and
purposes and to permit Tenant to comply fully with its obligations set forth in this Lease;
provided that such action will be undertaken expeditiously, in a workmanlike manner and will
not significantly alter the character or purpose or detract from the value or operating efficiency
of the Leased Property and will not significantly impair the revenue producing capability of the
Leased Property or adversely affect the ability of Tenant to comply with the provisions of this
Lease. Title to all non-Capital Additions, modifications and improvements shall, without
payment by Landlord at any time, be included under the terms of this Lease and, upon expiration
or earlier termination of this Lease, shall pass to and become the property of Landlord.

9.5 Intentionally Omitted.
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ARTICLE 10.
LIENS

Subject to the provisions of Article 11 relating to permitted contests, Tenant will not
directly or indirectly create or suffer to exist and will promptly discharge at its expense any lien,
encumbrance, attachment, title retention agreement or claim upon the Leased Property or any
attachment, levy, claim or encumbrance in respect of the Rent, not including, however, (a) this
" Lease, (b) the Permitted Exceptions set forth in Exhibit B aftached hereto, {c)the Facility

Mortgage, (d) restrictions, liens and other encumbrances which are consented to in writing by
Landlord, or any easements granted pursuant to the provisions of Section 6.4 of this Lease,
(e) liens for those taxes of Landlord which Tenant is not required to pay hereunder, (f) subleases
. permitted by Article 22, (g) liens for Impositions or for sums resulting from noncompliance with

- Legal Requirements so long as (1) the same are not yet payable or are payable without the
addition of any fine or penalty or (2) such liens are in the process of being contested as permitted
by Article 11, (h) liens of mechanics, laborers, materialmen, suppliers or vendors for sums either
disputed or not yet due, provided that (1) the payment of such sums shall not be postponed for
more than 60 days after the completion of the action (including any appeal from any judgment
rendered therein) giving rise to such lien and such reserve or other appropriate provisions as shall
be required by law or generally accepted accountipg principles shall have been made therefor or
(2) any such liens are in the process of bi@nt ted as permitted by Article 11, (i) any
- Encumbrance placed on the Leased Prop: )any Encumbrance placed upon

the Leased Property in connection wi set forth in Article 9 hereof,

- provided such Tenant Capital Addifi nc d&ﬁte to this Lease and the Facility

" Mortgage, and further provided that’sug fion Encumbrance is subject to the

removal and discharge prowsmn @ @q& ination or ecarlier expiration of this
| ‘%

®@©

© ARTICLE 11.

"PERMITTED CONTESTS

_ Tenant, after ten days’ prior written notice to Landlord, on its own or on Landlord’s
- behalf (or in Landlord’s name), but at Tenant's expense, may contest, by appropriate legal
- proceedings conducted in good faith and with due diligence, the amount, validity or application,
“in whole or in part, of any Imposition, Legal Requirement, Insurance Requirement, lien,
attachment, levy, encumbrance, charge or claim (collectively, “Charge™) not otherwise permitted
. by Atrticle 10, which is required to be paid or discharged by Tenant; provided that (a) in the case
of an unpaid Charge, the commencement and continuation of such proceedings, or the posting of
. a bond or certificate of deposit as may be permitted by applicable law, shall suspend the

‘collection thereof from Landlord and from the Leased Property; (b) neither the Leased Property
nor any Rent therefrom nor any part thereof or interest therein would be in any immediate danger
of being sold, forfeited, attached or lost; (¢) Landlord would not be in any immediate danger of
civil or criminal liability for failure to comply therewith pending the outcome of such
proceedings; (d) in the event that any such contest shall involve a sum of money or potential loss
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in excess of Five Thousand and 00/100 Doilars ($5,000.00), then Tenant shall deliver to
~Landlord and its counsel an Officer’s Certificate as to the matters set forth in clauses (a), (b) and
(¢); () in the case of an Insurance Requirement, the coverage required by Article 12 shall be
madintained; and (f} if such contest be finally resolved against Landlord or Tenant, Tenant shall,
as Additional Charges due hereunder, promptly pay the amount required to be paid, together with
“all interest and penalties accrued thereon, or otherwise comply with the applicable Charge;
provided further that nothing contained heren shall be construed to permit Tenant to contest the
payment of Rent, or any other sums payable by Tenant to Landlord hereunder. Landlord, at
Tenant’s expense, shall execute and deliver to Tenant such authorizations and other documents
as may reasonably be required in any such contest and, if reasonably requested by Tenant or if
Landlord so desires and then at its own expense, Landlord shall join as a party therein. Landlord
shall do all things reasonably requested by Tenant in connection with such action. Tenant shall
‘indemnify and save Landlord harmless against any liability, cost or expense of any kind that may
_be imposed upon Landlord in connection with any such contest and any loss resulting therefrom.

ARTICLE 12.

INSURANCE

12.1 General Insurance Requirements. During the Term of this Lease, Tenant shall
at all times keep the Leased Property, and & located in or on the Leased Property
insured with the kinds and amounts of i e below and written by coimnpanies
reasonably acceptable to Landlord, aut e bg:ness in the state in which the
Leased Property is located, having_ M. ¢ sifdnce R s rating of not less than “A)”
and a financial size category of less\tha > TyedPolicies must name Tenant as the
insured and Landlord as an additignglSifs q shall be payable to Landiord andfor
Tenant as provided in Article 13. Inadditio) a}%cxes shall name as an additional insured the
holder (“Facility Mortgagee™) of w deed of trust or other security agreement
securing any Encuimbrance place th ed Property in accordance with the provisions of
Article 31 (*Facility Mortgage™), if @&/ way of a standard form of mortgagee’s loss payable
endorsement. Any loss adjustment it¥excess of Ten Thousand and 00/100 Dollars ($10,000.00)
shall require the written consent of Landlord, and each affected Facility Mortgagee. Evidence of
insurance shall be deposited with Landlord and, if requested, with any Facility Mortgagee(s). If
any provision of any Facility Mortgage which constitutes a first lien on the Leased Property
requires deposits of insurance to be made with such Facility Mortgagee, Tenant shall either pay
to Landlord monthly the amounts required and Landlord shall transfer such amounts to such
Facility Mortgagee or, pursuant to written dircction by Landlord, Tenant shall make such
-deposits directly with such Facility Mortgagee. The policies on the Leased Property, including
the Leased Improvements, the Fixtures and the Personal Property, shaill insure against the
following risks:

(@) Loss or damage by fire, vandalism and malicious mischief, extended coverage
perils commonly known as “Special Form™ (formerly “All Risk™) and ali physical loss perils,
. including sprinkler leakage, in an amount not less than 100% of the then Full Replacement Cost
thereof (as defined below in Section12.2) with a replacement cost endorsement sufficient to
- prevent Tenant from becoming a co-insurer together with an agreed value endorsement and
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business interruption insurance (in an amount at least equal to twelve (12) months of Fixed Rent
due under this Lease);

(b) Loss or damage by explosion of steam boilers, pressure vessels or similar
apparatus now or hereafier installed in the Facility, in such limits with respect to any one
accident as may be reasonably requested by Landlord from time to time;

{c) Loss of rental under a rental value insurance policy covering. risk of loss during
the first 12 months of reconstruction necessitated by the occurrence of any of the hazards
described in Sections 12.1(2) or 12.1(b), in an amount sufficient to prevent Tenant from
becoming a co-insurer; provided that in the event that Tenant shall not be in defauit hereunder
and Landlord shall receive any proceeds from such rental insurance which, when added to rental
amounts received with respect to the applicable time period, exceed the amount of rental owed
‘by Tenant hereunder, Landlord shall immediately pay such excess to Tenant;

(@)  Loss or damage by hurricane, earthquake, or any natural disaster in the amount of
“ the Full Replacement Cost, after deductible;

(e) Claims for personal injury or property damage under a policy of comprehensive
general public liability insurance, including insurance against assumed or contractual liability
~ including indemnities under this Lease, with g ne ts not less than Three Million and 00/100

Dollars ($3,000,000.00) per occurrence in resg dlly ury and death and Three Million

_and 00/100 Dollars ($3,000,000.00) for progse umbrella pohcy in an amount of
Three Million and 00/100 Dollars gﬁ@ A

(3] Flood (when the Leﬁ %d in whole or in part within a
designated flood plain area) and s th :&A{ in such amounts as may be customary
for comparable properties in the area from insurance compames authorized to do
business in the state in which the Px@% is located;

(g) If Tenant shall enga@@ cause to be engaged any contractor to perform any
material work on the Leased Property (for purposes of this particular provision material shall
mean in excess of One Thousand and 00/100 Dollars ($1,000.00), including work related to the
construction of any Capital Addition by Tenant, Tenant shall require such contractor to carry and
maintain insurance coverage comparable to the foregoing requirements set forth in
Section 12.1(e) above and builder’s risk insurance in amounts sufficient to cover the Full
~Replacement Cost of the Leased Property (excluding the Land), at no expense to Landlord;

provided that Tenant may allow any such contractor to carry or maintain alternative coverage in

. reasonable amounts upon Landlord’s prior written consent, which shall not be unreasonably
- withheld. In the event of the construction of any Capital Addition to the Leased Property,

‘whether financed by Landlord or not, Tenant and/or its general contractor(s) shall obtain and -

maintain during the course of such Capital Addition construction, builder's risk insurance in
amounts sufficient to cover the budgeted cost of the Capital Addition and Full Replacement Cost
-of the Leased Property (excluding the Land).

12.2 Replacement Cost. The term “Full Replacement Cost™ as used herein shall mean
the actual replacement cost of the Facility from time to time, without deduction for physical
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depreciation, and including an increased cost of ¢onstruction endorsement. In the event either
Landlord or Tenant believes that the Full Replacement Cost has increased or decreased at any
time during the Term, either party shall have the right, although such right may not be exercised
by a single party more frequently than once in a single five (5) year period, and at the electing
party’s expense to have such Full Replacement Cost re-determined by the insurance company
which is then providing the largest amount of casuaity insurance carried on the Leased Property,
hereinafter referred to as the “impartial appraiser.” The party desiring to have the Full

~ Replacement Cost so re-determined shall forthwith, on receipt of such determination by the

impartial appraiser, give written notice thereof to the other party hereto. The determination of
‘such impartial appraiser shall be final and binding on the parties hereto, and Tenant shall
forthwith increase, or may decrease, the amount of the insurance carried pursuant to this Article
to the amount so determined by the impartial appraiser.

12.3 Additional Insurance. In addition to the insurance described above, Tenant shall
maintain such additional insurance as may be reasonably required from time to time by Landlord

“or any Facility Mortgagee which is consisient with insurance coverage for similar buildings in

the city, county and state where the Leased Property is located, or required pursuant to any.
applicable Legal Requirement and shall at all times maintain adequate worker’s compensation

insurance coverage for all persons employed by Tenant on the Leased Property, in accordance
- with all applicable Legal Requirements. \ ‘

124 Waiver of Subro aﬁon
the Leased Property, the Fixtures, the E
fire and casualty insurance, shall
insurer against the other party. rfs
waiver clause or endorsement so a‘%
event of such an extra charge the otffer By
shall not be obligated to do so. @

© 12.5 Form of Insurance.@@@ the policies of insurance referred to in this Section
shall be written in form reasonably’ satisfactory to Landlord and in compliance with the
requirements of the Facility Mortgagee by insurance companies reasonably satisfactory to
Landlord and Tenant shall not be self-insured, except to the extent of the permitted deductible

I Property, including contents,

ey
A @gpoh camed by either party covering
31 Ve Q0 .

_a *their policies will include such a
@btamable without extra cost, and in the
]éction, may request and pay the same, but

- levels set forth in this Section 12.5; provided that the deductibles for insurance required by
~Sections 12.1(a) and (b) shall be no greater than Fifty Thousand and 00/100 Dollars ($50,000.00)

and the deductible for coverage required by Section 12.1(c) shall be no greater than Fifty
Thousand and 00/100 Dollars ($50,000.00). Tenant shall pay all premiums therefor, and deliver

.such policies or certificates thereof to Landlord prior to their effective date (and, with respect to
- any renewal policy, at least 30 days prior to the expiration of the existing policy). In the event of
the failure of Tenant to effect such insurance in the names herein called for or to pay the

premiums therefor, or to defiver such policies or certificates thereof to Landlord at the times
required, Landlord shall be entitled, but shall have no obligation, to enact such insurance and pay
the premiums therefor, which premiums shall be repayable by Tenant to Landlord upon written
demand therefor and shall be deemed Additional Charges hereunder, and failure to repay the
same shall constitute an Event of Default within the meaning of Section 15.1(¢c). Each insurer
mentioned in this Section shall agree, by endorsement on the policy or policies issued by it, or by
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~ independent instrument furnished to Landlord, that it will give to Landlord prior written notice
_ before the policy or policies in question shall be altered, aliowed to expire or canceled.

12.6 Change in Limits. In the event that Landlord shall at any time reasonably and in
good faith believe the limits of the personal injury, property damage or general public liability
insurance then carried to be insufficient, the parties shall endeavor to agree on the proper and
reasonable limits for such insurance to be carried and such insurance shall thereafter be carried
with the limits thus agreed on until further change pursuant to the provisions of this Section. 1f
the parties shall be unable to agree thereon, the proper and reasonable limits for such insurance
shall be determined by an impartial third party selected by the parties the costs of which shall be
divided equally between the parties. Such re-determinations, whether made by the parties or by
- arbitration, shall be made no more frequently than every five (5) years. Nothing herein shall
permit the amount of insurance to be reduced below the amount or amounts reasonably required
by any Facility Mortgagee.

12.7 Blanket Policy. Notwithstanding anything to the contrary contained in this
Section, Tenant’s obligations to carry the insurance provided for herein may be brought within
the coverage of a so-called blanket policy or policies of insurance carried and maintained by
Tenant; provided that the coverage afforded Landlord will not be reduced or diminished or
. otherwise be different from that which would exist under separate policies meeting all other

. requirements of this Lease; prowded further th 1rements of this Article 12 are otherwise

',s.atisﬁed. \\@

12.8 No Separate IBS%&% wﬁ@n consent of Land]ord Tenant

shall not, on Tenant’s own initiati r requiremnent of any third party,
take out separate insurance concu) utmg in the event of loss with that
required in this Article 12 to be ﬁnﬁ may reasonably be required by a Facility
‘Mortgagee to be furnished by, Te the amounts of any then-existing insurance
required under this Article 12 by @%&%monal policy or additional policies, unless all
parties having an insurable interest ?@ﬁ&%bject matter of the insurance, including in all cases
Landlord and all Facility Mortgageesyare included therein as additional insureds and the loss is

. payable under said insurance in the same manner as losses are required to be payable under this
Lease. Tenant shall immediately notify Landlord of the taking out of any such separate

- insurance or of the increasing of any of the amounts of the then-existing insurance required
under this Article 12 by securing an additional policy or additional policies.

ARTICLE 13.
FIRE AND CASUALTY

13.1 Insurance Proceeds. All proceeds payable by reason of any loss or damage to
" the Leased Property or any portion thereof (but specifically excluding proceeds payable to
Tenant on account of loss or damage to any of Tenant owned personal property), and insured
under any policy of insurance required by Article 12 of this Lease shall be paid to Landlord and
_held by Landlord in trust (subject to the provisions of Section 13.7) and shall be made available
for reconstruction or repair, as the case may be, of any damage to or destruction of the Leased

. Property, or any portion thereof, and shall be paid out by Landlord from time to time for the -
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reasonable cost of such reconstruction or repair in accordance with this Article 13 after Tenant
has expended an amount equal to or exceeding the deductible under any applicable insurance
policy.” Any excess proceeds of insurance remaining after the completion of the restoration or
. reconstruction of the Leased Property shall be retained by Tenant free and clear upon completion
“of any such repair and restoration except as otherwise specifically provided below in this
Article 13; provided that in the event neither Landlord nor Tenant is required or elects to repair
or restore the Leased Property, then all such insurance proceeds shall be retained by Landlord.
All salvage resulting from any risk covered by insurance shall belong to Tenant, including any
salvage relating to Capital Additions paid for by Tenant,

13.2 Reconstruction in the Event of Damage or Destruction Covered by
Insurance.

_ (@), Except as provided in Section 13.7, if during the Term, the Facility is totally or
‘partially destroyed from a risk covered by the insurance described in Article 12 and the Facility
thereby is rendered Unsuitable for its Primary Intended Use in Landlord’s commercially
reasonable opinion, Tenant shall have the option, by giving notice to Landlord within thirty (30)
days following the date of such destruction, to (i) apply all proceeds payable with respect thereto
to restore the Facility to substantially the same condition as existed immediately before the
damage or destruction, or (ii) offer to acquire the Leased Property from Landlord for a purchase
~ price equal to the Minimum Purchase Price Leased Property immediately prior to such
~ damage or destruction. Such Tenant notj itoliide Tegant’s opinion as to whether or not
- the casualty has rendered the Leased P _ lfﬁ}ﬁmary Intended Use. Landlord
shall, within ten (10) days after (@ Q ant %@‘91 & ], in writing, either concur or
~disagree with Tenant’s opinion of et[é%@e Pro?g&‘f has been rendered Unsuitable for
cl

its Primary Intended Use in %e@lly reasonable opinion. Landlord’s

determination shall be final and co i &l‘e may, by giving notice to Landlord prior to |
the closing of the purchase of the 4 within the time frame set forth in Article 17 .
\i@ ed

I Property and proceed to restore the Facility to

hereof, withdraw its offer to purchgse the
t&d immediately before the damage or destruction.

substantially the same condition as e -

(b)  Except as provided in Section 13.7, if during the Term, the Facility is partially
destroyed from a risk covered by the insurance described in Article 12, but the Facility is not
thereby rendered Unsuitable for its Primary Intended Use in Landlord’s commercially reasonable
" opinion, Tenant shall restore the Facility to substantially the same condition as existed
immediately before the damage or desfruction. Such damage or destruction shall not terminate
this ‘Lease.; provided that if Tenant cannot within a reasonable time obtain all necessary
- .. governmental approvals, including building permits, licenses, conditional use permits and any

certificates of need, after diligent efforts to do so, in order to be able to perform all required
‘repair and restoration work and to operate the Facility for its Primary Intended Use in
substantially the same manner as immediately prior to such damage or destruction, Tenant may
offer to purchase the Leased Property from Landlord for a purchase price equal to the Minimum
Purchase Price of the Leased Property immediately prior to such damage or destruction, but the
right to purchase under this Section 13.2(b) shall only be available to Tenant if the damage or
destruction to the Leased Property has occurred on or after the fourteenth (14th) anniversary of
the Commencement Date of this Lease and Landlord shall have the right to reject Tenant’s offer.
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(c) In the event Landlord accepts Tenant’s offer to purchase the Leased Property, this
Lease shall terminate upon payment of the Minimum Purchase Price and execution and delivery
of all reasonably necessary or appropriate documnentation to conclude the purchase and sale of
the Leased Property, and Landlord shall remit to Tenant, or allow Tenant a credit against the
purchase price in an amount equal to, all insurance proceeds being held in trust by Landlord.

13.3 Reconstruction in the Event of Damage or Destruction Not Covered by
Insurance. Except as provided in Section 13.7 below, if during the Term the Facility is totally
or materially destroyed (in Landlord’s commercially reasonable opinion) by a risk not covered
by the insurance described in Article 12, whether or not such damage or destruction renders the
Facility Unsuitable for its Primary Intended Use, Tenant at its option shall either (a) restore the

. Facility to substantially the same condition it was in immediately before such damage or
* destruction and such damage or destruction shall not terminate this Lease, or (b) acquire the
Leased Property from Landlord for a purchase price equal to the Minimum Purchase. Price
immediately prior to such damage or destruction. If such damage or destruction is not total or
material in the commercially reasonable opinion of Landlord, again without regard to wheiher or
not the damage or destruction renders the Facility Unsuitable for its Primary Intended Use,
~ Tenant shall restore the Leased Property. :

: 13.4 Tenant’s Property. In the event that Tenant rebuilds or repairs the Leased

- Property rather than acquires the Leased P l\-n if permitted under any of Section 13.2 or

_Section 13.3, then Tenant shall use any insur@nes v@@ﬁﬁs able by reason of any loss of or

~ damage to any of the Tenant’s personalgf Tc : %@@'{enwt owned personal property
to 'Fhe Leased Property with items @ﬁ’% antial e%\&’“ : %ﬂ@ to the iterns being replaced.

13.5 Restoration of Tenas g I&%@ﬁnt is required or elects to restore the

Facility as provided in Sections 13 all also restore any of Tenant’s personal

.
Dor. @Te{@
- property as required pursuant to S 9@ Kot Al Capital Additions paid for or financed by
Landlord. Any insurance proceedgp& a eason of damage to Capital Additions paid for or
* financed by Landlord shall be paid @&om and Landlord shall hold such insurance proceeds
*in trust to pay the cost of repairing orfeplacing such Capital Additions in the event Tenant does
" not purchase the Leased Property as provided above.

. 13.6 No_Abatement of Rent. Unless this Lease is terminated by the closing of any
‘purchase right exercised by Tenant pursuant to this Article 13, this Lease shall remain in full
.. force and effect and Tenant’s obligation to pay Rent when due as required by this Lease shall
" remain unabated during any period required for repair and restoration.

13.7 Damage Near End of Term. Notwithstanding any provisions of Sections 13.2 or
13.3 to the contrary, if damage to or destruction of the Facility occurs during the last twenty-four
(24) months of the Initial Term or an Extension Term, and if in Landlord’s commercially
reasonable opinion, such damage or destruction cannot be fully repaired and restored within the
lesser of (i) six (6) months or (ii) the period remaining in the Term immediately following the
" date of loss, either party shall have the right to terminate this Lease by giving notice to the other
within thirty (30) days after the date of damage or destruction, in which event Landlord shall be
entitled to retain the insurance proceeds and Tenant shall pay to Landlord on demand the amount
~of any deductible or uninsured loss arising in connection therewith; provided that any such notice
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given by Landlord shall be void and of no force and effect if Tenant exercises any available
option to extend the Term for one Extension Term, or one additional Extension Term, as the case
may be, within thirty (30) days following receipt of such termination notice.

13.8 Waiver. Tenant hereby waives any statutory or common law rights of
‘termination which inay arise by reason of any damage or destruction of the Facility.

ARTICLE 14.

CONDEMNATION

14.1 Parties’ Rights and Obligations. If during the Term there is any Taking of all or
any part of the Leased Property or any interest in this Lease by Condemnation, the nghts and
obligations of the parties shall be determined by this Article 14. .

14.2  Total Taking. If there is a Taking of all of the Leased Property by
Condemnation, this Lease shail terminate effective as of the Date of Taking, and the Minimum
Rent and all Additional Charges paid or payable hereunder shall be apportxoned and paid to the

Date of Taking.

14.3 Partial Taking. If there is a :\\ of a portion of the Leased Property by
Condemnatlon such that the Facility is not -,,\«\ Unsuitable for its Primary Intended
] rd afdSTenant, this Lease shall remain in

i tg}@ r its Primary Intended Use in
D) shall have the right, subject to
f any Award as shail be necessary
and restore the Facility, at its o tcnt possible, to substantially the same
condition as existed immediately be Takmg, or (b) to terminate this Lease and
acquire the remainder of the (1] ®(after the partial Taking) from Landlord, but
.subject to Landlord’s right to reje ’s offer, for a purchase price equal to the Minimum
Purchase Price of the Leased Propeélmmediate]y prior to such partial Taking, in which event
this Lease shall terminate upon payment of the purchase price and execution and delivery .of all
appropriate and reasonable documents necessary to close on the purchase and sale of the Leased
Property. Tenant shall immediately provide Landlord with notice of any partial Taking and
. Tenant’s opinion concerning the suitability of the Leased Property for its Primary Intended Use.
. Landlord shali, within thirty (30) days after such notice of partial Taking, advise Tenant of its
opinion concerning whether or not the Leased Property is, after the partial Taking rendered
Unsuitable for its Primary Intended Use. Tenant shall exercise any one of its above stated
options by giving Landlord notice thereof within sixty (60) days after Tenant receives Landlord’s
notice concerning the suitability of the Leased Property for its Primary Intended Use after the
partial Taking. Landlord shall accept or reject Tenant’s offer by notice given to Tenant not later
~ than thirty (30) days following Landlord’s receipt of Tenant's notice and if Landlord fails to
- either accept or reject Tenant’s offer, then it shall be deemed to have accepted Tenant’s offer. In
the event that Landlord rejects Tenant’s offer, this Lease shall terminate effective as of the Date
of Taking, and the Minimum Rent and all Additional Charges paid or payable hereunder shall be
apportioned and paid to the Date of Taking.

the terms of the Faclhty Mortgage
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14.4  Restoration. If there is a partial Taking of the Leased Property and this Lease -

remains in full force and effect pursuant to Section 14.3, Tenant shall accomplish all necessary
- restoration of the Leased Property.

- 14.5 Award Distribution. In the event Landlord accepts Tenant’s offer to purchase
- the Leased Property, the entire Award shall belong to Tenant and Landlord agrees to assign to
" Tenant all of its rights thereto, after deduction of all reasonable and mutually agreed upon legal
fees and other costs and expenses, including without limitation, expert witness fees, incurred by
"Landlord in connection with obtaining any such Award. Except as otherwise provided in
Sectton 14.3 above, in any other event, the entire Award shall belong to and be paid to Landlord,
except that, if this Lease is terminated, and subject to the rights of the Facility Mortgagee, Tenant
shall be entitled to receive from the Award, if and to the extent such Award includes such items,
the following: any sum attributable to the Capital Additions for which Tenant would be entitled
to reimbursement at the end of the Term pursuant to the provisions of Section 9.2(b). Tenant
shall be entitled to a separate award or damages equal to the value of any trade fixtures installed

- by Tenant at its own cost on the Leased Property, Tenant Work, and any further improvements,

repairs or additions paid for by Tenant; Tenant shall be entitled to seek separate award and
damages for relocation expenses and loss of business resulting from such Taking; Tenant shall be
entitled to such award or damages only to the extent such award does not diminish the award or
- damages to which the Leased Property would otherwise be entitled. Landlord and Tenant agree
to work together in a coordinated effort in thexfiBhg of their respective separate claims for any
such awards and shal} each file all necess her documents to support the other’s
- -position. If Tenant is required or elec aGish diord agrees that, subject to
the rights of the Facility Mortgage ¢ gg& I be used for such restoration
and it shall hold such portion of th fion to the cost of the restoration.

~ military or other public authonty sh te Taklng by Condemnation only when the use
-and occupancy by the Takmg g Fontinued for longer than twelve (12) months.
‘During any such twelve (12) monthﬁ all the provisions of this Lease shall remain in fuil
force and effect and the Rent shall™ot be abated or reduced during such period of Taking;
- provided that Tenant will receive any compensatlon from the Taking authonty as a result of such

temporary Takmg

14.6 Temporary Taking: ﬁ&s Leased Property, or any part thereof, by
I

ARTICLE 15.

- DEFAULT

15.1 Events of Default. The occurrence of any one or more of the following events

shall constitute events of default {individually, an “Event of Default” and, collectively, “Events -
. of Default”) hereunder:

(a)  if Tenant shall fail to make & payment of the Rent or any other sum required to be -

- paid by Tenant hercunder when the same becomes due and payable and such failure continues for
a period of ten (10) days after written notice from Landlord to Tenant, or, after Landlord has
provided such ten (10) days’ prior written notice twice in any twelve (12) month period, then if
Tenpant shall fail to make a payment of the Rent when the same becomes due and payable, or
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(b)  if Tenant shali fail to observe or perform any other term, covenant or condition of
this Lease and such failure is not cured by Tenant within a period of sixty (60) days after receipt
by Tenant of notice thereof from Landlord, unless such failure cannot with due diligence be
cured within a period of sixty (60) days, in which case such failure shall not be deemed to
continue if Tenant proceeds promptly and with due diligence to cure the failure and diligently
completes the curing thereof, or

(r) if Tenant, any of its subsidiaries, or members shall:
i) admit in writing its inability to pay its debts generally as they become due,

(ii) file a petition in bankruptcy or a petition to take advantage of any
~ insolvency law,

(ili)  make an assignment for the benefit of its creditors,

(iv)  consent to the appointment of a custodian (including without limitation a
trustee or receiver) of itself or of the whole or any substantial part of its property, or

_ %) file a petition or answer seeking reofganizé.tion or arrangement under the
- Federal bankruptcy laws or any other ap 'cable law or statute of the United States of
America or any state thereof, or :

(d)  if final judgment for &@m e rendered against Tenant, any
of its subsidiaries or members and @% or member, as the case may be,
30 days from the entry thereof, or

shall not appeal therefrom or frorn cess upon which or pursuant to which
¢ a stay of execution pending such appeal,

(e) ~ ifany ofthe represeﬂ@gﬁs or warranties made by Tenant, any of its subSIdlanes
or members and Tenant or any such subsidiary or member, as the case may be, in this Lease

- prove to have been untrue in any material respect when made, and to the extent such untrue -

representation or warranty is not cured within thlrty (30) days after recelpt by Tenant of written

-notlcc thereof from Landiord, or

' (i'j if the Financial Statements of any of Tenant, any of its subsidiaries or members
and Tenant or any such subsidiary or member, as the case may be, provided under this Lease to
Landlord in connection with the execution of this Lease prove to have been untrue in any .

- material respect when made, and reliance on such Financial Statements causes an adverse impact
" "to Landlord. :

15.2 Remedies. If an Event of Default shall have occurred, Landlord shall have the
right at its election, then or at any time thereafter, to pursue any one or more of the following
remedies, in addition to any remedies which may be permitted by law or by other provisions of
this Lease, without further notice or demand, except as hereinafter provided:
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(a) Without any notice or demand whatsoever, Landlord may take any one or more
actions permissible at law to ensure performance by Tenant of Tenant’s covenants and
obligations under this Lease. In this regard, it is agreed that if Tenant abandons or vacates the
Leased Property, Landlord may enter upon and take possession of such Leased Property in order

“to protect it from deterioration and continue to demand from Tenant the monthty Minimum Rent
_and the Additional Charges provided in this Lease. Landlord shali use reasonable efforts to relet
but shall have no absolute obligation to relet. If Landlord does, at its sole discretion, elect to
relet the Leased Property, such action by Landlord shall not be deemed as an acceptance of
Tenant’s surrender of the Leased Property unless Landlord expressly notifies Tenant of such
acceptance in writing, Tenant hereby acknowledging that Landlord shall otherwise be reletting as
Tenant’s agent. It is further agreed in this regard that in the event of any Event of Default
"described in this Article 15, Landlord shall have the right to enter upon the Leased Property and
do whatever Tenant is obligated to do under the terms of this Lease; and Tenant agrees to
reimburse Landlord on demand for any reasonable expenses which Landlord may incur in thus
.effecting compliance with Tenant’s obligations under this Lease, and further agrees that Landlord
shail not be liable for any damages resulting to Tenant from such action provided that Landlord
. is not negligent in the performance of Tenant’s lease obligations.

(b) Landlord may terminate this Lease by written notice to Tenant, in which event
Tenant shall immediately surrender the Leased Pr erty to Landlord, and if Tenant fails to do so,
~ Landlord may, without prejudice to any other ch Landlord may have for possession

_or arrearage in rent (including any inter c 5 @ccrued pursuant to Section 2.3 of

" 'this Lease or otherwise), enter upon @i&h e ssx th Leased Property and expel or

- remove Tenant and any other pe E % Leased Property or any part
thereof. [n addition, Tenant agr

emand the amount of all loss and
4 termination effected pursuvant to this
subsection (b), said loss and damage @t de ned, at Landlord’s option, by any of the

following alternative measures of g; :Q%&

i) Although Lm@cghall be under no absolute obligation to attempt and
shall be obligated only to us€’reasonable efforts, to relet the Leased Property, until the
Leased Property is relet Tenant shall pay to Landlord on or before the first day of each

. calendar month the monthly Minimum Rent and other Additional Charges provided in

* this Lease. After the Leased Property has been relet by Landlord, Tenant shall pay to

. 'Landlord on the 10th day of each calendar month the difference between the inonthly

- Minimum Rent and Additional Charges provided in this Lease for the preceding calendar
month and that actually collected by Landiord for such month; provided that such
collections are less than the Minimum Renta) and Additional Charges due under this
"Lease. If it is necessary for Landlord to bring suit in order to collect any deficiency,
Landlord shall have a right to allow such deficiencies to accumulate and to bring an
action on several or all of the accrued deficiencies at one time. Any such suit shall not
prejudice in any way the right of Landlord to bring a similar action for any subsequent
deficiency or deficiencies. Any amount collected by Landlord from subsequent tenants
for any calendar month in excess of the monthly Minimum Rent and Additional Charges
provided in this Lease shall be credited to Tenant in reduction of Tenant's liability for any
calendar month for which the amount cotiected by Landlord will be less than the monthly
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Minimum Rent and Additional Charges provided in this Lease; but Tenant shall have no
right to such excess other than the above described credit; or

(ii) When Landlord desires, Landlord may demand a final settlement in an
amount not to exceed the greater of (1) the Fair Market Value of the Leased Property at
the time of such final settlement, or (2) the aggregate sum of (x) the Final Project Budget,
_ (y) any Tenant Change Request (as defined in the Work Letter at Exhibit D hereof} paid
for or financed by Landlord and (z) Capital Additions that have been paid for or financed
by Landlord, or (3) the outstanding principa} balance of any loans to Landlord that are
secured by a first lien position on the Leased Property, not to exceed a fair and reasonable
allocation of such balance to the Leased Property as among the Leased Property and other
Property of Landiord or its affiliates securing such loans. In the event Landlord elects
“final settlement, it shall deljver a notice thereof to Tenant specifying a Payment Date
occurring no less than ninety (90) days subsequent to the date of such notice, upon which
Tenant shall purchase the Leased Property, and the Leased Property shall be thereupon :
conveyed in accordance with the provisions of Article 17. Upon demand for a final
settlement, Landlord shall have a right to, and Tenant hereby agrees to pay, the difference
between the total of all Minimum Rent and Additional Charges provided in this Lease for
the remainder of the Term and the Fair Market Rental Value of the Leased Property for
~-such perfod (including a reasonable timeyto relet the-Leased Property), as determined
. pursuant to the provisions of Articl f, such difference to be discounted to
‘present value at a rate equal tot e%) ization (highest present worth)
reasonably consistent with i W e of such determmanon and

allowed by applicable law. @ @Q% %®\ ﬁb

(iii) After an Ev urred and pnor to any final settlement
action taken by Landlord u )(ii) above, in order to collect upon and
manage the Additional C]@v not required to be paid to Landlord monthly
under the other provisio e), Landlord shall be permitted to make a

reasonable estimate of the P@@onal Charges due under this Lease during each Lease -
Year and may require Tenantto pay the estimated Additional Charges together with the
.monthly Minimum Rent prorated on a monthly basis. Landlord shall be obligated to remit 3
to Tenant any excess over actual Additional Charges collected by Landlord within 120 3
.. days after the end of each Lease Term. All such sums collected by Landlord as estimated E
" - 7" Additional Charges shall be used by Landlord to pay such Additional Charges, except to
. the extent that Tenant has failed to make all Minimum Rent payments to Landlord, in
“which event, Landlord may, at its election, apply such sums collected as estimated
Additional Charges to past due Minimum Rent payments and any late fees charged to -
Tenant.

The rights and remedies of Landlord hereunder are cumulative, and pursu:t of any of the
- above remedies shall not preclude pursuit of any other remedies prescribed in other sections of
this Lease and any other remedies provided by law or equity. Forbearance by Landlord to
enforce one or more of the remedies herein provided upon an Event of Default shall not be
deemed or construed to constitute a waiver of such Event of Default.
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(c) Additional Expenses. In addition to payments required. pursuant to
subsections (a) and (b} of Section 15.2 above, Tenant shall compensate Landlord for all
reasonable expenses incurred by Landlord in repossessing the Leased Property (including any

_increase in insurance premivms caused by the vacancy of the Leased Property), all reasonable
expenses incurred by Landlord in reletting (including repairs, remodeling, replacements,
advertisements and brokerage fees), all reasonable concessions granted to a new tenant upon
reletting (inciuding renewal options), all fees and expenses incurred by Landlord as a direct or
indirect result of any appropriate action by a Facility Mortgagee, any expenses of Landlord
incurred for the installation of separate lines or meters for any public utilities not previously

" metered separately from adjacent property of Tenant and a reasonable-allowance for Landlord’s

administrative efforts, salaries and overhead attributable directly or indirectly to Tenant’s default
and Landlord’s pursuing the rights and remedies provided herein and under applicable law.

- 15.3 Waiver. If this Lease is terminated pursuant to law or the provisions of

. Section 15.1, Tenant waives, to the extent permitted by applicable law, (a)any right of

redemption, reentry or repossession and (b) the benefit of any laws now or hereafter in force
- exempting property from liability for rent or for debt.

15.4 Application of Funds. All payments otherwise payable to Tenant which are
received by Landlord under any of the provigions of this Lease during the existence or
- -continuance of any Event of Default shall be t Tenant s obligations in the order which -
. .Landlord may reasonably determine or as %@ the laws of the state in which the

Facﬂlty is located.

15.5 |Notices b Landlo@p T@% of %)Artmle 15 concerning notices shall

be liberally construed insofar as { ces are concerned, and any such notice
shall be sufficient if it shall genera the nature and approximate extent of any

. d-(-afal.l]t _ S @@ Q%‘

@ TICLE 16.

LANDLORD’S RIGHT TO CURE

N If Tenant, without the prior written consent of Landlord, shall fail to meke any payment,
. or to perform any act required to be made or performed under this Lease and to cure the same
. ‘'within the relevant time periods provided in Section 15.1, Landlord, without waiving or releasing
any obligation or Event of Default, may (but shall be under no obligation to) make such payment
or perform such act for the account and at the expense of Tenant, and may, to the extent
permitted by law, enter upon the Leased Property for such purpose and take all such action
thereon as, in Landlord's opinion, may be necessary or appropriate therefor. No such entry shall
be deemed an eviction of Tenant. All sums so paid by Landlord, together with a late charge
thereon (to the extent permitted by law) at the Overdue Rate from the date on which such sums
or expenses are paid or incurred by Landlord, and all costs and expenses (including reasonable
attorneys' fees and expenses, in each case, to the extent permitted by law) so incurred shall be
paid by Tenant to Landlord on demand. The obligations of Tenant and rights of Landlord
contained in this Article shall survive the expiration or earlier termination of this Lease.
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ARTICLE 17.

PURCHASE OF THE LEASED PROPERTY

In the event Tenant purchases the Leased Property from Landlord pursuant to any right or

option to purchase under the terms of this Lease, the closing of such purchase shall occur within
45 days after Tenant provides Landlord with its notice of intent to purchase the Leased Property.
Landlord shall, upon receipt from Tenant of the purchase price (as applicable under the particular
purchase provision elsewhere set forth in this Lease), together with full payment of any unpaid
Rent due and payable with respect to any period ending on or before the closing date of the
purchase and any other amounts owing to Landlord hereunder, deliver to Tenant an appropriate
special warranty deed and any other documents reasonably requested by Tenant to convey the
. interest of Landlord in and to the Leased Property, subject only to the Permitted Exceptions and
- the Permitted Liens, to Tenant, and such other standard documents. usually and customarily

. prepared in connection with such transfers, free and clear of all encumbrances other: than
- - (a) those that Tenant has agreed hereunder to pay or discharge, (b) those mortgage liens, if any,
" which Tenant has agreed in writing to accept and to take title subject to, (c)any other
Encumbrances permitted to be imposed on the Leased Property under the provisions of
Article 31 which are assumable at no cost to Tenant, and (d) any matters affecting the Leased

Property on or as of the Commencement Date difference between the applicable purchase
ken subject to shall be paid in cash to

diately available funds except as

B
&Ly

. ;\ G ]
: 7 ‘1‘1\‘\- e’@m@“
Landlord in connection with suchl ﬁ] ?%@ taxes, shall be paid by Landlord.
Recording fees and similar charge@i nant.
@@ TL(;@E 18.

@ﬁtmm} OVER

If Tenant shall for any reason remain in possession of the Leased Property after the

_ expiration of the Tenm or any earlier termination of the Term hereof, such possession shall be
‘construed to be a monthly tenancy during which time Tenant shall pay as rental each month, for
the first three months of such month to month tenancy, (a) monthly Minimum Rent as set forth in
the immediately preceding complete rent year, increased by Ten percent (10%) plus (b) all
Additional Charges a'ccrujng during such month; and plus (c) ell other sums, if any, payable
pursuant to the provisions of this Lease with respect to the Leased Property. Following the
_ initjal three (3) months of such month to month tenancy following expiration or early termination
- of the Term, Tenant shatl pay as rental each month a One Hundred Thirty percent (130%) of one-
twelfth (1/12th) of the aggregate Minimwumn Rent payable with respect to the immediately
. preceding complete Lease Year; plus (b) all Additional Charges accruing during such month; and
‘plus (c) all other sums, if any, payable pursuant to the provisions of this Lease with respect to the
Leased Property. During such period of tenancy, Tenant and Landlord shall be obligated to
perform and observe all of the terms, covenants and conditions of this Lease and to continue its
occupancy and use of the Leased Property. Nothing contained herein shall constitute the
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consent, express or implied, of Landlord to the holding over of Tenant after the expiration or
carlier termination of this Lease.

ARTICLE 19.
ABANDONMENT

19.1 Right to Close Operations. Landlord agrees that nothing in this Lease shall be
construed as compelling Tenant to conduct or operate or continue operations of any business
whatsoever in or upon the Leased Property, and that Tenant shall have the right and privilege of
closing any business in or upon the Leased Property at any time, provided Tenant shall continue
to pay the Minimum Rent and Additional Charges and to make all other payments and to
perform all other obligations required by this Lease to be paid or performed by Tenant.

19.2 Obsolescence of the Leased Property; Offer to Purchase. If] in the reasonable

~ good faith judgment of Tenant, the Leased Property becomes uneconomical or Unsuitable for its -
Primary Intended Use, all as set forth in an Officer’s Certificate delivered to Landlord, Tenant, if

Landlord has not terminated this Lease as provided in Section 15.2, shall have the right, but only
after the fourteenth (14™) anniversary of the Commencement Date of this Lease, to purchase the

- Leased Property for a purchase price equal to the Minimum Purchase Price on the first Payment
Date occurring not less than one hundred tw (120) days after the date of such Officer’s

- Ceruﬁcate or upon such alternative date as @ree%pon between the parties.
: 19.3 Conveyance of Lea Tenant elects to purchase the
. Leased Property pursuant to Sect1 rs& ent Date occurring not less than
one hundred twenty (120) days Officer's Certificate referenced in

Section 19.2, or upon such altem
Landlord shall, upon receipt from T ase price provided for above and any Rent
or other sums then due and pay d Lease (excluding the installment of Minimum

" Rent due on the date of conveyanc fivey the Leased Property to Tenant on such date in

accordance with the provisions of A¥fcle 17 and this Lease shall thereupon temunate as to the

. Leased Property.

ARTICLE 20.

RISK OF LOSS

Except as otherwise provided in this Lease, during the Term of this Lease, the risk of loss

" or of decrease in the enjoyment and beneficial use of the Leased Property in consequence of the

damage or destruction thereof by fire, the elements, casualties, thefls, riots, wars or otherwise, or
in consequence of foreclosures, attachments, levies or executions (other than by Landlord and
those claiming from, through or under Landlord) is assumed by Tenant and; Landlerd shall in no
event be answerable or accountable therefor nor shall any of the events mentioned in this Section
entitle Tenant to any abatement of Rent except as specitfically provided in this Lease. '
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ARTICLE 21.

INDEMNIFICATION

21.1 Tenant’s Indemnity. Subject to Section 12.4 hercof, Tenant wiil protect,
indemnify, save harmless and defend Landlord from and against all liabilities, obligations,
claims, damages, penalties, causes of action, costs and expenses (including reasonable attorneys’
fees and expenses), to the extent permitted by law, imposed upon or incurred by or asserted
against Landlord by reason of: (a) any accident, injury to or death of persons or loss to property
occurring on or about the Leased Property, including any claims of malpractice, caused by
Tenant or Tenant’s agents, (b) any use, misuse, no use, condition, maintenance or repair by
Tenant of the Leased Property, (c) any Impositions (which are the obligations of Tenant to pay
pursuant to the applicable provisions. of this Lease), (d) any failure on the part of Tenant to

. perform or comply with any of the terms of this Lease, (¢) the non-performance of any of the

terms and provisions of any and all existing and future subleases of the Leased Property to be
performed by Tenant as landlord thereunder and (f) the violation of any Hazardous Materials
Law occurring during the Lease Term, but excluding any period of time during which Landlord
has re-entered and repossessed the Leased Property after Tenant’s abandonment thereof. Any
amounts which become payable by Tenant under this Section 21.1 shall be paid within thirty (30)

days after liability therefor on the part of Landlord is finally determined by litigation or
: & appeals) and, if not timely paid, shall bear

_interest (to the extent permitted by law) a N ‘-,i’" - fegm the date of such determination
1o the date of payment. Tenant, at its -\r\-.'af Y f:‘;‘ rgiint and defend any such claim,
action or proceeding asserted or ingtit inst 1A 05 may compmmise-or otherwise

dispose of the same as Tenant se § érate with Tenant in a reasonable

s
manner to permit Tenant to satisfy % % hereunder, including the execution of

any instruments or documents reaso by Tenant. Nothing herein shall be
construed as indemnifying Landl or their own neghgent acts or omissions or
- willful misconduct. Tenant’s ha each of the provisions of this Section 21.1 shall

: survive any termination of this Leas@@

Landlord’s Indemni , indemnify, save harmless and
defend Tenant from and against all liabilities, obligations, claims, damages, penalties, causes of

- action; costs and expenses (including reasonable attorneys’ fees and expenses), to the extent
- permitted by law, imposed upon or incurred by or asserted against Tenant by reason of: (a) any
- - accident, injury to or death of persons or loss to property occurring on or about the Leased
_ Property which either (1) arises prior to the Commencement Date of the Lease or (ii} is caused by

Landlord or its agents; (b) any use, misuse, no use, condition, maintenancg or repair by Landiord
of the Leased Property; (c)any Impositions (which are not the obligations of Tenant to pay

‘pursuant to the applicable provisions of this Lease), (d) any failure on the part of Landlord to

perform or comply with any of the terms of this Lease, and (€) the violation of any Hazardous
Materials Law during any period of time during which Landlord has re-entered and repossessed

.the Leased Property after Tenant’s abandonment thereof. Any amounts which become payable

by Landlord under this Section 21.2 shall be paid within thirty (30) days after liability therefor
on the part of Tenant is finally determined by litigation or otherwise (including the expiration of
any time for appeals) and, if not timely paid, shall bear interest (to the extent permitted by law) at
the Overdue Rate from the date of such determination to the date of payment. Landlord, at its
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© expense, shall contest, resist and defend any such claim, action or proceeding asserted or
instituted against Tenant or may compromise or otherwise dispose of the same as Landlord sees
fit. Tenant shall cooperate with Landlord in a reasonable manner to permit Landlord to satisfy
" Landlord’s obligations hereunder, including the execution of any instruments or documents

- reasonably requested by Landlord. MNothing herein shall be construed as indemnifying Tenant or

its agents for their own negligent acts or omissions or willful misconduct. Landlord’s liability
for a breach of the provisions of this Section 21.2 shall survive any termination of this Lease.

- ARTICLE 22.

SUBLETTING AND ASSIGNMENT

22.1 Subletting and Assignment, Except as expressly permitted under Sections 22.3
or 22.4 hereof, Tenant shall not do any of the following without the prior written consent of
Landlord: - (i) assign, either directly or indirectly (including an assignment of Tenant’s rights
hereunder occurring by merger, conversion, whether occurring directly or indirectly, or by other
operation of law), or delegate all or any portion of Tenant’s rights or obligations under or in
 respect to the leasehold estate created under this Lease, (ii} sublet all or any portion of the Leased
* Property, and/or (iii) permit the use of ali or any part of the Leased Property by any persons other
than Tenant or its Affiliates. In no event shall an assignéc or subtenant use the Leased Property
for any purpose other than that permitted in Aftiglt 6 gf this Lease without Landlord’s consent,
and in no event may Leased Property be X iC ibi Use In the event Tenant desires
to make a sublease or assi gnment “ notice thereof and thereafter
Landlord shall provide Tenant wi hibited or limited uses of the

dges that making any sublease or

" Leased Property to any assignee o ub .
assignment without Landlord’s pri enon 1 be void, except as set forth in Sections

22.3 and 22.4, and if Tenant makes an ignment without such consent, Landlord
shall have the right (but not the ob ) ime to declare an Event of Default hereunder.
" Except as to a Permitted Assignﬁgﬁt S ln Sections 22.3 or 22.4 hereof, Landlord may
require, as a condition precedent to@enﬁng to any sublease or assignment, that the assignee
or sublessee establishes to Landlord's sole, absolute and uncontrolled satisfaction (a)such
assignee’s or sublessee’s financial ability to consistently perform the terms and obligations of
this Lease, (b) in the case of a subletting, the subtenant shall comply with the provisions of
- Sections 22.2, (c) in the casé of an assignment, the assignee shall assume in writing and agree to
‘keep and perform all of the terms of this Lease on the part of Tenant to be kept and performed
and shall be and become jointly and severally liable with Tenant for the performance thereof,
: (d) an original counterpart of each such sublease or assignment and assumption, duly executed
. - by Tenant and such subtenant or assignee, as the case may be, in form and substance reasonably
-satisfactory to Landlord, shall be delivered promptly to Landlord, and (e) in case of either an
assignment or subletting, Tenant shall remain primarily liable, as principal rather than as surety,
for the prompt payment of the Rent and for the performance and observance of all of the
covenants and conditions to be performed by Tenant hereunder. In the event Tenant desires to
make a sublease or assignment that requires Landlord’s consent, Landlord’s consent shail not be
unreasonably or arbitrarily withheld or delayed.

22.2 Non-Disturbance, Subordination and Attornment. Tenant shall insert in each
sublease permitted hereunder provisions to the effect that (a)such sublease is subject and
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subordinate to ail of the terms and provisions of this Lease and to the rights of Landlord
hereunder, (b) in the event this Lease shall terminate before the expiration of such sublease, the
‘subtenant thereunder will, at Landlord’s option, attom to Landlord and waive any right the
subtenant may have to terminate the sublease or to surrender possession thereunder as a result of
‘the termination of this Lease, and (c) in the event the subtenant receives a written notice from
Landlord or Landlord’s assignees, if any, stating that Tenant is in default under this Lease, the
subtenant shall thereafter be obligated to pay all rentals accruing under said sublease directly to
the party giving such notice, or as such party may direct. All rentals received from the subtenant
by Landlord or Landlord’s assignees, if any, as the case may be, shall be credited against

amounts owing by Tenant under this Lease. Landlord agrees that notwithstanding any default,
" termination, expiration, sale, entry or other act or omission of Tenant pursuant to the terms of
this Lease, or at law or in equity, any subtenant’s possession shall not be disturbed unless such
_possession may otherwise be terminatéd pursuant to the terms of the applicable sublease.
Landlord hereby agrees, upon Tenant’s request, to execute a nondisturbance agreement in favor
of any subtenant under any sublease permitted under Section 22.1 above; provided that any such

subtenant has acknowledged all of the foregoing provisions and executed all documents required

by this Section 22.2.

22.3 Permitted Assignment to a Permitted Transferee. Tenant may either directly

or mdlrectly assign this Lease, whether occurn%‘ by actual assignment of interests, merger,
ership or partnership interests in Tenant

or Transfer of any shares, membershlp \ -' hlé @,erest or ownership interest in the

ant to any person or entity, as
eof (a “Pemutted Transferee”

allowed pursuant to those requiremeiy
‘and/or a “Permitted Assignee™). N

: change in its ownership structure, @s§ ché R
owning any partnership or membe Te Tenant or assignment of this Lease to a
Permitted Transferee and shall rd all reasonably requested documentation

relating to any such Transfer.

224 Permitted Assmnm@ by Tenant or Initial Members to Third Parties.
_Landlord shall permit the direct or indirect assignment of this Lease by Tenant and/or sublease of
the Lease whether occurring by actual assignment of interests, merger, conversion or other
“operation of law, to a third party (collectively the “Assigoment’) if such third party is, in
. Landiord’s commercially reasonable opinion, of equal or better financial strength and capability
as Tenant, and further conditioned upon the Tenant’s prior provision to Landlord of information

~ detailing the probable source of patients and revenue as to such proposed assignee and/or :

" subtenant.

Landlord shall permit the direct or indirect assignment of any part of an Initial Member’s
_ownership interest in Tenant, whether occurring by actual assignment of interests, merger,
conversion or other operation of law, to a third party (also “Assignment”) if such third party is,
in Landlord’s commercially reasonable opinion, of equal or better financial strength and
capability as the Initial Member transferring the interest.

At least thirty (30) days prior to the occurrence of any Assignment, merger, conversion or
other similar event (collectively, an “other event™), Tenant shall deliver to Landlord notice of

conﬁdentiai o : ] .
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. such Assignment or other event, together with information conceming the anticipated date for
~ closing of the Assignment or other event and, the proposed assignee’s Financial Statements for
then current (in unaudited form if mid-fiscal year for such assignee) and the three (3) prior fiscal
years. Within fifteen (15) days after delivery to Landlord of a request for Assignment or other
~ event, Landlord shall advise Tenant whether any additional information is required. Landlord
_shall provide such consent or reason for withholding consent within fifteen (15) days after
_delivery to Landlord of notice of such Assignment or other event and such reasonably requested
. financial information for assignee. Landlord’s failure to provide such consent or reason for
withholding consent within such fifteen (15) days shall be deemed approval. In the event Tenant
desires to make a sublease or-assignment of the Lease, or assignment of an Initial Member's
ownership interest in Tenant, Landlord’s consent shall not be unreasonably or arbitrarily

withheld or “delayed.
ARTICLE 23.

OFFICER’S CERTIFICATES AND FINANCIAL STATEMENTS

At any time and from time to time within twenty (20) days following written request by
Landlord, Tenant wil! furnish to Landlord an Officer’s Certificate certifying that this Lease is
unmodified and in full force and effect (or that this Lease is in full force and effect as modified
and setting forth the modifications} and the d@ &ich the Rent has been paid. Any such

Officer’s Certificate furnished pursuant tQ r;%
prospective purchaser of the Leased Pr . @

Pty

Tenant shall permit Lan @%ﬁthoﬁzeﬂ representatives to inspect the Leased
Property during usual business h ect to any security, health, safety or confidentiality
requirements of Tenant, any gove; ta] agency, any Insurance Requirements relating to the

Leased Property, or imposed by law or applicable regulations.
ARTICLE25.

QUIET ENJOYMENT

So long as Tenant shall pay all Rent as the same becomes due and shall fully comply with
all of the terms of this Lease and fully perform its obligations hereunder, Tenant shall peaceably
and quietly have, hold and enjoy the Leased Property for the Term hereof, free of any claim or
-other action by Landlord or anyone claiming by, through or under Landlord, but subject to all
"liens and encumbrances of record as of the date hereof or hereafter consented to by Tenant. No
failure by Landlord to comply with the foregoing covenant shall give Tenant any right to cancel
or terminate this Lease, or to fail to pay any other sum payable under this Lease, or to fail to
perform any other obligation of Tenant hereunder. Notwithstanding the foregoing, Tenant shall

‘have the right by separate and independent action to pursue any claim or seek any damages it .
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may have against Landlord as a result of a breach by Landlord of the covenant of quiet
enjoyment contained in this Article.

ARTICLE 26.

NOTICES

26.1 All Notices. All notices, demands, requests, consents, approvals and other
communications or documents to be provided under this Lease shall be in writing and shall be
given to the party at its address or telecopy number set forth below or such other address or
telecopy number as the party may later specify for that purpose by notice to the other party.

“Each notice shall, for all purposes shall be deemed given and received:

() If given by telecopy, when the telecopy is transmitted to the party’s .

. telecopy number specified below and confirmation of complete receipt is received by that

- transmitting party during normal business hours on any Business Day or on the next
Business Day if not confirmed during normal business hours;

Gi)y If ham_i delivered to a party when the copy of the notice is delivered;

(ili)  If given by nationally re and reputable overnight delivery service,

the- day on which the notice is actug @by % party at the address of the party
specified below in this Article 2

Gv) If given by@ requested postage prepaid, two
Business Days after posted ostal Service, at the address of the
party specified below, or if ddr 1pt is refused: :

Ifto Landlord: @Q @%‘

'CULLINAN MEDICAL 1, LLC Q@
211 Fulton
“Suite 700

- Peoria, Illinois 61602

Attention: Michael C. Owens
" Telephone: 309-999-1700 .
. Telecopy: 309-999-1701

- . With a copy to:

" Richard Joseph
~ Miller, Hall & Triggs
416 Main Street

- Suite 1125

Peoria, llinois 61602
Telephone: 309-671-9600
Telecopy: 309-671-9616
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If intended for Tenant:

GREATER PEORIA SPECIALTY HOSPITAL
221 Northeast Glen Qak Avenue
Peoria, lilinois 61636-0002

- Attention: Terry Waters

Telephone:
‘Telecopy:

With a copy to:

Donald A. Adam

Senior Vice President & Chief Development Officer

‘Rehab Care :

7733 Forsyth Boulevard

. Suite 2300

_ 8t. Louis, Missouri 63105

- Telephone: (314) 659-2200
‘Telecopy: (866) 812-2832

AD
In the event that it becomes ngg

56 @Qﬁtemine the Fair Market Value, the Fair
~ Market Added Value, the Mi N
Leased Property for any purpose

i ParchdsePrice or the Fair Market Rental Value of the
thig FeaSe, the party required or permitted to give notice of
such required determination shall in
)

in the notice the name of a person selected to act as an

appraiser on its behalf. Within ten (10) days after receipt of any such notice, Landlord (or -

Tenant, as the case may be) shall by notice to Tenant (or Landlord, as the case may be) appoint a
* second person as an appraiser on its behalf. The appraisers thus appointed (each of whom must
be a member of the American Institute of Real Estate Appraisers or any successor organization
thereto) shall, within forty-five (45) days after the date of the notice appointing the first
appraiser, proceed to appraise the Leased Property to determine any of the foregoing values as of
 the relevant date (giving effect to the impact, if any, of inflation from the date of their decision to
the relevant date); provided that if only one appraiser shall have been so appointed, or if two
appraisers shall have been so appointed but only one such appraiser shall have made such

' determination within fifty (50) days after the making of Tenant’s or Landlord’s request, then the

- determination of such appraiser shall be final and binding upon the parties. If two appraisers
" shall have been appointed and shall have made their determinations within the respective
-requisite periods sel forth above and if the diflerece belween the amounts so determined shall
“not exceed five percent of the lesser of such amounts, then the Fair Market Value or Fair Market
Added Value or the Fair Market Rental Value shall be an amount equal to 50% of the sum of the
amounts so determined. If the difference between the amounts so determined shall exceed 5% of

‘the lesser of such amounts, then such two appraisers shall have. twenty (20) days to appoint a
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third appraiser, but if such appraisers fail to do so, then either party may request the American
" Arbitration Association or .any successor organization thereto to appoint an appraiser within
‘twenty (20) days of such request, and both parties shall be bound by any appointment so made
within such twenty (20) day period. If no such appraiser shall have been appointed within such
twenty (20) days or within ninety (90) days of the original request for a determination of Fair
Market Value or Fair Market Added Value or the Fair Market Rental Value, whichever is earlier,
- either Landlord or Tenant may apply to any court having jurisdiction to have appointment made
by such court. Any appraiser appointed, by the American Arbitration Association or by such
court, shall be instructed to determine the Fair Market Value or Fair Market Added Value or the
Fair Market Renta] Value within thirty (30) days after appointment of such appraiser. The
* determination of the appraiser which differs most in terms of dollar amount from the
determinations of the other two appraisers shall be excluded, and 50% of the sum of the
'+ remaining two determinations shail be final and binding upon Landlord and Tenant as the Fair
" Market Value or Fair Market Added Value or the Fair Market Rental Value for such interest.
~ . However, in the event that following the appraisal performed by said third appraiser, the dollar
" amount of two of such appraisals are higher and lower, respectively, than the dollar amount of
the remaining appraisal in equal degrees, the determinations of both the highest and lowest
appraisal, respectively, shall be rejected and the determination of the remaining appraisal shall be
final and binding upon Landlord and Tenant as the Fair Market Value or Fair Market Added

Value or the Fair Market Rental Value for suchyinterest. This provision for determination by
appraisal shall be specifically enforceable tw%emﬁuch remedy is available under applicable
e

law, and any determination hereunder dmg upon the parties except as
each pay the fees and expenses
al

e fees and expenses of the third
i in connection with each appraisal.
S "

©) @%@ )
AN §®A5E RIGHTS

28.1 Landlord Intended Sale. During the Term hereof and provided that Tenant is

not in default hereunder at such time, and in the event that Landlord desires to sell the Leased
_ Property, Tenant shall have an opportunity to purchase the Leased Property upon the terms and

.conditions set forth in this Section 28.1. In the event that Landlord desires to sell the Leased
Property and/or list thé Leased Property for sale, then Landlord shall deliver written notice to

" . Tenant of its intent to sell and/or list the Leased Property and the material terms and conditions

of such proposed sale or listing (the “Sale Notice™). - The material terms that shall be included in
Landlord’s Sale Notice to Tenant shall include, at a minimum, (i) the price for the Leased
- Property and, if applicable, the terms of any owner financing, (ii) brokerage fees to be paid by
Landlord, (iii) the due diligence or feasibility period that will be provided a potential buyer of the
. Leased Property, (iv) the amount of any deposit required in connection with a contract for sale
and when such deposit will be earned by Landlord, and (v) the date or time period for closing.
Tenant shall have a period of thirty {30) days after receipt of Landlord’s Sale Notice to deliver to
Landlord a form of purchase and sale agreement meeting the minimum terms and conditions set -
forth in the Sale Notice. Landlord shall respond to Tenant’s purchase and sale agreement within
a period of ten (10) days following its delivery to Landlord, either acceptmg or rejectmg the
proposed purchase and salc agreemcnt terms and conditions. - :
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28.2 First Refusal to Purchase. During the Term hereof and provided that Tenant is
not in default heréunder at such time, Tenant shall have a first refusal option to purchase the
Leased Property as set forth'in this Section 28.2. In the event that Landlord receives a bona fide
written offer to purchase the Leased Property from a third party, which offer Landlord intends to
accept {or has accepted subject to Tenant’s right of first refusal granted herein) (a “Third Party
Offer”), then Landlord shall promptly provide Tenant with a copy of such Third Party Offer (the
“Third Party Offer Notice™) and Tenant shall have thirty (30) days after receipt of the Third Party
Offer Notice in which to elect to purchase the Leased Property on the same terms and conditions
contained in the Third Party Offer. Tenant shall timely provide written confirmation to Landlord

“of its rejection of its right to purchase the Leased Property on the terms and conditions stated in
any Third Party Offer. If Tenant should fail to timely provide such written confirmation of its

" rejection, then Tenant shall be deemed to have elected not to mect the terms of the Third Party

Offer Notice and Landlord and the third party shail be entitled to proceed with the sale of the
Leased Property free and clear of any Tenant right of first refusal to purchase the Leased
Property. If Tenant exercises the foregoing option, then such purchase shall be consummated
within the time period set forth in the Third Party Offer and in accordance with the provisions of
Article 17 hereof to the extent not inconsistent herewith.  If Tenant shall not exercise Tenant’s
option to purchase set forth above within said thirty (30) .day period after receipt of the Third
_Party Offer Notice, Landlord shall be free to sell the Leased Property to the third party, or its
assignee or affihated entity, at the price, terps and conditions set forth in such offer.
Notw1thstandmg anything to the contrary mnta@%‘ forcgomg, the terms of the Third Party

er Tenant’s refusal or decline to
may be increased or decreased
anged in any manner that does

not effectwe]y reduce the purchas® pri ) any time periods for inspection,
feasibility or closing may be exte S m the Third Party Offer Notice for up

to ninety (90) days; and (iv) addiw@n@ may be required or Landlord may require

. f\.\’
g

additional consideration (whether, non-applicab]e to the purchase price) as a
condition of any extension of insp ility or closing periods. In the event that the Third
Party Sale fails to close, for whaiev@‘@‘son, Tenant shall be entitled to exercise its right of first
refusal as provided in this Section 28.2, as to any subsequently rcceived bona fide third party
~ offer for purchase of the Leased Property that occurs during the Term of this Lease.

28.3 Option to Purchase the Personal Property. Unless the Leased Property is
“conveyed to Tenant pursuant to the terms hereof, Landlord shall have the option to purchase the
- personal property belonging to Tenant and used at the Leased Property for its Primary Intended
Use and ancillary uses, at the expiration or earlier termination of this Lease upon ten (10} days’
“ prior written notice to Tenant. The purchase price for Tenant’s personal property shall be an
amount equal to the then-current book value (original cost less accumulated depreciation on the
books of Tenant pertaining thereto) subject to and with appropriate price adjustments for all
equipment leases, conditional sales contracts, security mterests and other encumbrances to which

Tenant’s Personal Property is subject.

284 Negative Pledge. Tenant shall not, and shall not permit any of its Affiliates to,
create, incur, permit or suffer to exist any lien upon Tenant’s property or the Leased Property
- NOW OWned or hereafter acquired, except for Permitted Liens.
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| i " ' 28.5 Landlord’s Assignment. Notwithstanding any provision of this Article 28 that
may be to the contrary, Landlord may assign its interests in this Lease to an Affiliate of Landlord

| . without being subject to the terms and conditions of Sections 28.1 and 28.2 hereof. r
ARTICLE 29.
DEFAULT BY LANDLORD |

29.1 Defauit by Landlord. Landlord shall be in default of its obligations under this

. Lease if Landlord shall fail to observe or perform any term, covenant or condition of this Lease

on its part to be performed and such failure shall continue for a period of sixty (60) days after
_written notice thereof from Tenant, unless such failure cannot with due diligence be cured within _
a period of sixty (60) days, in which case such failure shall not be deemed to continue if
- Landlord, within said sixty (60) day period, proceeds promptly and with due diligence to cure the :
" failure and diligently completes the curing thereof. The time within which Landlord shall be -

~obligated tv cure any such failure shall also be subject to extension of time due to the occurrence

. of any Unavoidable Delay.

29.2 Tenant’s Right to Cure. Subject to the provisions of Section 30.1, if Landlord
shall breach any covenant to be performed by it under this Lease, Tenant, after notwe to and
.demand upon Landlord in accordance with S on 29.1, without waiving or releasing any

-obligation of Landlord hereunder, and i in a i oth _remedies available hereunder and
~ .at law or in equity to Tenant, may (b grabt
a\ ,-: Nl

tion at any time thereafter to)
make such payment or perform su g% tithe expense of Landlord. All
sums so paid by Tenant and all § g reasonable attorneys’ fees) so
incurred, together with interest th 6%

te’from the date on which such sums or
expenses are paid or incurred by t§ by Landlord to Tenant on demand. The
rights of Tenant hereunder to cure ap, % eC

p@; ent from Landlord in accordance with this
Section 29.2 shall survive the t s Lease. Tenant’s right to secure payment from
Landlord shall include the right to se@@?e Rent due hereunder. _ ;

ARTICLE 30.

LIMITED MEDIATION / LIMITED ARBITRATION

30,1 Limited Mediation / Limited Arbitration. In the event that a dispute arises
between Landlord and Tenant regarding whether the Leased Improvements have become
Unsuitable for their Primary Intended Use in the event of a casualty or condemnation as set forth
in Articles 13 and 14 of this Lease, then Landlord and Tenant agree, within fifteen (15) business
days after a dispute has arisen between them concerning the suitability of the Leased Property for
‘its Primary Intended Use under Articles 13 and 14, to submit their dispute before a mutually
agreed upon mediator in Peoria, llinois and to use good faith efforts to reach an agreement
concemning the continued suitability of the Leased Property for its Primary. Intended Use. In the
event that Landlord and Tenant are unable to settle their dispute, then the parties agree to i/
arbitrate their claim as set forth in this Article 30. Unless agreed to by Landlord and Tenant, no .
other controversy between the parties hereto shall be required to be settled by a:bltratlon or ' ‘

R LT Ty

mediation. . .
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30.2 Appointment of Arbitrator. The party or parties requesting arbitration shall
- serve upon the other a written demand therefor specifying the matter to be submitted to
arbitration, and nominating an arbitrator, Within twenty (20) days after receipt of such written
demand and notification, the other party shall, in writing, nominate a competent disinterested
arbitrators and the two arbitrators so designated shall, within ten (10) days thereafter, select a
third (3rd) arbitrator and give immediate written notice of such selection to the parties and shall
fix in said notice a time and place for the first (1st) meeting of the arbitrators, which meeting
shall be held as soon as conveniently possible after the selection of all arbitrators, at which time
and place the parties to the controversy may appear and be heard. All such arbitrators shall be
disinterested parties and shall be picked from a pool of professionals and educators in the
medical field, such as administrators, senior managers or officers of rehabilitation / long term
. acute care operating management companies or university personnel qualified in health care
administration.

30.3 Third Arbitrator. In case the notified party or parties shall fail to make a
selection upon notice, as aforesaid, or in case the first two arbitrators selected shall fail to agree
upon a third arbitrator within ten (10) days after their selection, then such arbitrator or arbitrators
may, upon application made by either of the parties to the controversy, after twenty (20) days’
written notice thereof to the other party or parties, have a third arbitrator appointed by any judge

. of any United States court of record having jurisd}ﬁnon in the state in which the Leased Property
is located or, if such office shall not then by a Judge holding an ofﬁce most nearly
corresponding thereto,

- S e
30.4 Arbitration Proced b1 1@«: each of the parties not less

than ten (10) days’ written notice ¢h mcetmg at which the parties or
any of them may appear and be dﬁ% ep@ the parties in regard to the matter in

’ . . . confidential
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. dispute and taking such other testi such other examinations and investigations
as justice shall require and as the aghj ri@}g eern necessary, they shall decide the questions
submitted to them. The decision @aid ators in writing signed by a majority of them shall
be final and binding upon the p % such controversy. In rendering such decisions, the
arbitrators shall not add to, subtract frfm or otherwise modify the provisions of this Lease.

30.5 Expenses. The expenses of such arbitration shall be divided between Landlord '
. and Tenant unless otherwise specified in the decision of the arbitrators. Each party in interest
" shall 1i'c_1y the fees and expenses of its own counsel. ' ‘

ARTICLE 31.
FINANCING OF THE LEASED PROPERTY

Landlord agrees that it will not grant or create any mortgage, deed of trust, lien,
encumbrance or other title retention agreement (“Encumbrance”) upon the Leased Property other
. than the Facility Mortgage without the prior written consent of Tenant. However, Landlord shall
have the right to enter into any renewals or modifications of the Facility Mortgage without the
prior written consent of Tenant. Any such Encumbrance as approved by Tenant shall require the
holder of each such Encumbrance to simultaneously with or prior to recording the Encumbrance

agree (a) to give Tenant the same notice, if any, given to Landlord of any default or acceleration

. oo : canfidentiat .. : -
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of any obligation underlying any such Encumbrance or any sale in foreclosure of such
: Encumbrance, (b) to permit Tenant to appear with its representatives and to bid at any public

foreclosure sale with respect to any such Encumbrance, and (c) to enter into an agreement with

Tenant containing the provisions described in Article 32 of this Lease. Following approval by

Tenant, Tenant agrees to execute and deliver to Landlord or the holder of an Encumbrance any

written agreement required by this Article within ten (10) days of written request thereof by
" Landlord or the holder of an Encumbrance. '

ARTICLE 32.

SUBORDINATION ‘ATTORNMENT AND NON-DISTURBANCE

. "Subject to the provisions of this Articte 32, Tenant agrees that this Lease shall at all times

be subject and subordinate to the lien of any Facility Mortgage, and Tenant agrees, upon
demand, without cost, to execute instruments as may be reasonably required to further effectuate
or confirm such -subordination, so long as such subordination recognizes Tenant’s rights under
this Lease. The subordination contained herein shall be subject to the execution and delivery of -
a Subordination, Non-Disturbance, and Attornment Agreement by the applicable Facility
- Mortgagee in substantially the form of the samiple agreement attached hereto as Exhibit “E” and
.made a part hereof with no modifications that WO\Id materially diminish the rights of the Tenant

set forth in the sample Agreement or herein. %@ @§
\ 0 %: ence of an Event of Default,

isMMicle 32 above or to Tenant’s

Except as expressly provided in this L @@y
and as a condition to the subo;@ N
obligation to execute any instrum a@ Buirgd (hiter this Article 32 above, Tenant’s

tenancy and Tenant’s rights under @ment shall not be disturbed, terminated
or otherwise adversely affected, n s @e be affected, by the existence of, or any
default under, any Facility Mortgageads ent of a foreclosure or other enforcement of
any Facility Morigage, or sale ifhe , the purchaser at such foreclosure sale shall be
bound to Tenant for the Term of this{{@a%e and any Renewal Term, the rights of Tenant under
this Lease shall expressly survive, this Lease shall in all respects continue in full force and
- effect so long as no Event of Default has occurred and is continuing. Upon Tenant’s request,
. each Facility Mortgagee and each holder of a Facility Mortgage shall enter into a Subordination,
* Non-Disturbance and Attornment Agreement setting forth the provisions of this Article 32. The
' Subordination, Non-Disturbance and Attornment Agreement shall be in substantially the form of
- the sample agreement in Exhibit “E”, with no modifications that would materially diminish the
rights of the Tenant set forth in the sample Agreement or herein. Tenant shall not be named as a
. party defendant in any such foreclosure suit, except as may be required by law.

Notwithstanding the provisions of Article 32 above, the holder of any Facility Mortgage to -
which this Lease is subject and subordinate shall have the right, at its sole option, at any time, to
subordinate and subject the Facility Mortgage, in whole or in part, to this Lease by recording a
unilateral declaration to such effect.

At any time prior to the expiration of the Term, Tenant agrees, at the election and upon demand
of any owner of the Leased Property, or of a Facility Mortgagee who has granted nondisturbance -
* to Tenant pursuant to Article 32 above, to attorn, from time to time, to any such owner or
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Facility Mortgagee, upon the terms and conditions of this Lease, for the remainder of the Term.
The provisions of this Article 32 shall inure to the benefit of any such owner or Facility
Mortgagee, shall apply notwithstanding that, as a matter of law, this Lease may terminate upon
the foreclosure of the Facility Mortgage, shall be seif-operative upon any such demand, and no
further instrument shall be required to give effect to said provisions. -

‘Tenant and Landlord agree that, if requested by the other to, without charge, enter into a
Subordination, Non-Disturbance and Attornment Agreement reasonably requested by a Facility
Mortgagee or Tenant, as the case may be, provided such agreement contains provisions relating

" to non-disturbance in accordance with the provisions of Article 32 above, Tenant hereby agrees

for the benefit of any Facility Mortgagee whose name and address have been provided to Tenant
that Tenant will not, (i) without in each case securing the prior written consent of such Facility

: Mortgagee, such consent not to be unreasonably withheld, conditioned or delayed, amend or

modify this Lease or enter into any agreement with Landlord so to do, (ii) without the prior
written consent of such Facility Mortgagee which may be withheld in its sole discretion, cancel

~.or surrender or seek to cancel or surrender the Term hereof, or enter into any agreement with
“Landlord to do so (the parties agreeing that the foregoing shall not be construed to affect the

rights or obligations of Tenant, Landlord or Facility Mortgagee with respect to any termination
permitted under the express terms hereof), or (iii) pay any installment of Minimum Rent more
than one (1) month in advance of the due date the§of or otherwise than in the manner provided

+ for in this Lease.

“If any Person providing financing of — @s andlord’s consent or collateral

access agreement from Landlord aI elwer such consent or such
collateral access agreement as is %ﬁ Dfandlord promptly after Tenant’s

request therefor, provided that Te s Landlord for, all costs and expenses,
including reasonable attorneys’ fe %& b@ dlord in connection with such waiver or

@@QQTICLE 33.

EXTENSION TERMS

Tenant and/or its Permitted Assignee or Permitted Transferee shall have the right, at its

- option, to extend the Initial Term of this Lease for five (5) consecutive extension terms (the

“Extension Terms™), each Extension Term being five (5} years in length. Each Extension Term
shall commence on the day after the expiration of the preceding Lease Term and shall expire on
the fifth (5th) anniversary of the last day of the Initial Term in the case of the first (Ist)
Extension Term, and in the case of the second (2nd) Extension Term, on the tenth (10th)
anniversary of the last day of the Initial Term, and in the case of the third (3rd) Extension Term,

* on the fifteenth (15th) anniversary of the Iast day of the Initial Term, and in the case of the fourth

(4™ Extension Term, on the twentieth (20™) anniversary of the last day of the Initial Term, and

in the case of the fifth (5%) Extension Term, on the twenty-fifth (25™) anniversary of the last day

of the Initial Term. The option to extend the Initial Term or any Extension Term of this Lease
for an Extension Term as described above must be exercised by Tenant at least one (1) year prior

" to the last day of the Initial Term or Extension Temm, as the case may be. Failure of Tenant to
" timely exercise any extension right shall terminate all further extension rights. The terms and
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conditions of this Lease shall apply to each Extension Term with the same force and effect as if
such Extension Term had originally been included in the Initial Term of the Lease. The right of
" Tenant to exercise its right to extend the Initial Term and for any Extension Temm shall be
conditioned upon this Lease being in full force and effect, Tenant, its Affiliate or a Permitted
Assignee or Permitted Transferee under Article 22 hereof occupying the Leased Property, Tenant
accepting the Leased Property during such Extension Term in its “AS IS” condition, and no
Event of Default then existing as of both the date that Tenant notifies Landlord of Tenant’s
decision to extend the term of this Lease for any of the Extension Terms. The Initial Tenn,
together with any Extension Term which Tenant properly exercises its option with respect to,
and for which the conditions related thereto are satlsﬁed shall constitute the “Terrn” of this

Lease.

ARTICLE 34.

- CONSTRUCTION OF THE LEASED IMPROVEMENTS

-Landlord shall construct the Leased Improvements in accordance with the terms of the
Work Letter and Building Standards attached hereto as Exhibits “D” and “G.” .

ARTICLE 35.
&
MISC S
J'?,\
o7 Téﬁﬂﬂt to insist upon the strict

' 35,1 No Waiver. No mj@@% dle
performance of any term hereof any; % er or remedy consequent upon a
%@e e of Rent during the continuance of

breach thereof, and no acceptance @a i
any such breach, shall constitute a Sty a,;: each or any such term. To the extent

' permitted by law, no waiver of any br @é@ t or alter this Lease, which shall continue in
full force and effect with respect t@ %@ n existing or subsequent breach.

35.2 Remedies Cumulati %o the extent pertnitted by law, each legal, equitable or
" -contractual right, power and remedy of Landiord or Tenant now or hereafter provided either in
. this Lease or by statute or otherwise shall be cumulative and concurrent and shall be in addition
. to every other right, power and remedy and the exercise or beginning of the exercise by Landlord
~or Tenant of any one or more of such rights, powers and remedies shall not preclude the
. simultaneous or subsequent exercise by Landlord or Tenant of any or all of such other rights,

powers and remedies.

35.3 Surrender. No sumrender to Landlord of this Lease or of the Leased Property or
any part thereof, or of any interest therein, shall be valid or effective unless agreed to and
" accepted in writing by Landlord and no act by Landiord or any representative or agent of

Landlord, other than such a written acceptance by Landlord, shall constitute an acceptance of any

such surrender.

354 No Merger of Title. There shall be no merger of this Lease or of the leasehold

- estate created hereby by reason of the fact that the same person, finn, corporation or other entity”
may acquire, own or hold, directly or indirectly, (a) this Lease or the leasehold estate created -
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hereby or any interest in this Lease; or (b) this Lease or the leasehold estate created hereby or

" any interest in this Lease such leasehold estate and the fee estate in the Land,; or (¢} this Lease, or

the leasehold estate created hereby or any interest in this Lease and a ground lessee interest in the
Land.

35.5 Transfers by Landlord. If Landlord or any successor owner of the Leased
Property shall convey the Leased Property in accordance with the terms hereof (subject to the
terms of Article 28 hereof), other thdn as security for a debt, the grantee or transferee of the
Leased Property shall expressly assume ali obligations of Landlord hereunder arising or accruing
from and after the date of such conveyance or transfer, and shall be reasonably capable of
performing the obligations of Landlord hereunder and Landlord or such successor owner, as the

" case may be, shall thereupon be released from all future liabilities and obligations of Landlord

under this Lease arising or accruing from and after the date of such conveyance or other transfer

" and all such future liabilities and obligations shall thereupon be binding upon the new owner.

Again, assignment of this Lease to an Affiliate of Landlord is not subject to the terms and

- conditions of Sections 28.1 or 28.2 hereof.

35.6 General. Anything contained in this Lease to the contrary notwithstanding, all

.claims against, and liabilities of, Tenant and Landlord against the other arising out of or relating
* to this Lease and arising prior to any date of $ermination of this Lease shall survive such

.. termination. If any term or provision of this r any application thereof shall be invalid or
unenforceable, the remainder of this @;@r application of such term or provision
id
1

r imany provision of this Lease are

s@%ﬁa plicable law, the parties agree -

“rate. Neither this Lease nor any

=

shall not be affected thereby. If any Ia% : "@%

provision hereof may be changed, , dis of terminated except by an instrument in
writing and in recordable form sign ,@& dla@v Tenant. All the terms and provisions of

this Lease shall be binding upon and4 % enefit of the parties hereto and their respective
é;ﬁ}@ Lease are for convenience of reference only and
ieani

shall not limit or otherwise affect t@ ng hereof. This Lease shall be governed by and
construed in accordance with the law’s of lllinois, but not including its conflict of laws rules.

- This Lease may be executed in one or more counterparts, each of which shall be an original but,
‘when taken together, shall constitute but one document.

35,7 Memorandum of Lease. Landlord and Tenant shall, promptly upon the request

of either, enter into a short form memorandum of this Lease in form suitable for recording under

the laws of the state in which the Leased Property is located in which reference to this Lease, and

-all' options contained herein, shall be made.

35.8 Transfer of Licenses. Upon the expiration or carlier termination of the Term,
Tenant shall take all action necessary to effect or useful in effecting the transfer to Landlord or

Landlord’s nominee of all licenses, operating permits and other governmental authorizations and

all service contracts which may be necessary or useful in the operation of the Facility and which

‘relate exclusively to the Facility, which have not previously been transferred or assigned to

Landiord and further which are in fact transferable. To the extent Landlord or its nominee
operates under Tenant’s licenses, operating permits or other governmental authorization or
service contracts after the termination of this Lease, then Landlord agrees to indemnify and hold
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harmless Tenant against all demands, claims, costs and actions brought against Tenant related to
such transferred licenses, operating permits, governmental authorizations or service contracts.

ARTICLE 36.

GLOSSARY OF TERMS

36.1 Definitions. For purposes of this Lease, except as otherwise expressly provided
or unless the context otherwise requires, (a)the terms defined in this Article 36 have the
meanings assigned to them in this Article 36 and include the plural as well as the singular, (b) all
accounting terms not otherwise defined herein have the meanings assigned to them in accordance
- with generally accepted accounting principles as at the time applicable, (c) 21l references in this _

. Lease to designated “Articles,” “Sections” and other subdivisions are to the designated Articles,
Sections and other subdivisions of this Lease, and (d)the words “herein,” “hereof” and : !
“hereunder” and other words of similar import refer to this Lease as a whole and not to any - :
particular Article, Section or other subdivision and (e) the word “including” shall mean
“including without limitation.” For purposes of this Lease, the following terms shail have the

meanings indicated:
“Additional Cherges” has the meaning set forth in Section 2.3 hereof.

“Additional Costs” has the mem@ % in d‘@Work Letter attached hereto as
Exhibit D. -

“Adjustment Date” has the@@im@d! q&@’t I(b) hereof.

_ “Affiliate,”” when used w1@§s 3% means any person directly or indirectly
- controlling or controlled by or und i %rect common control with Tenant. For the
purposes of this definition, “ el with respect to any person, shall mean the
possession, directly and indirect @he power ‘to direct or cause ‘the direction of the

_ ‘management and policies of such pefson, through the ownership of voting securities, partnership
~ interests or other equity interests. ' : o

L ‘_‘Anproved Development Costs™ has the meaning given it in the Work Letter attached - ' i
+. hereto as Exhibit D. ' : . :
“Award” means all compensation, sums or anything of value awarded, paid or received
on a total or partial Condemnation.

.“,Businesg Day” means each Monday, Tuesday, Wednesday, Thursday and Friday which
" ..is not a day on which national banks in the City of Peoria, lllinois are closed.

“Capital Additions” means one or more new buildings or one or more additional’
structures annexed to any portion of any of the Leased Improvements, which are constructed on
any parcel or portion of the Land during the Term, including the construction of a new wing or
new story, or the rebuilding of the existing Leased Improvements or any portion thercof not
normal, ordinary or recurring to maintain the Leased Property.
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“Capital Addition Cost” means the cost of any Capital Additions proposed to be made by

. Tenant whether paid for by Tenant or Landlord. Such cost shall include and be limited to (a) the
cost of construction of the Capital Additions, including site preparation and improvement,

materials, labor, supervision and certain related design, engineering and architectural services

and the cost of any fixtures, construction financing and miscellaneous items approved in writing

by Landlord, (b) if agreed to by Landlord in writing in advance, the cost of any land contiguous

to the Leased Property purchased for the purpose of placing thereon the Capital Additions or any

portion thereof or for providing means of access thereto, or parking facilities therefor, including

the cost of surveying the same, (c) the cost of insurance, real estate taxes, water and sewage

charges and other carrying charges for such Capital Additions during construction, (d) the cost of

title -insurance, (e) reasonable fees and expenses of legal counsel and accountants, (f) filing,

registration and recording taxes and fees, (g) documentary stamp taxes, if any, (h) environmental

assessments and boundary surveys and (i) all reasonable costs and expenses of Landlord and any

Lending Institution which has committed to finance the Capital Additions, including, (A) the

~ reasonable fees and expenses of their respective legal counsel, (B) all printing expenses, (C) the
amount of any filing, registration and recording taxes and fees, (D) documentary stamp taxes, if
any, (E)title insurance charges, appraisal fees, if any, (F)rating agency fees, if any, and

(G) commitment fees, if any, charged by any Lending Institution advancing or offenng to

‘advance any portion of the financing for such Capital Additions.

“Capital Improvements” are defined Qon -routine or non-recutring repairs, and

- replacements unrelated to new cons Thousand and 00/100 Dollars
($5,000.00) or more; materially add and apprcmab]y prolong its
useful life [such as alterations t t ﬁn odlﬁcatmns to improve utility

. systems, repaving, roof repairs, ex and repair projects that restore a

improvements do not include normal 1 ance and repair, or repair and replacements

facility to its former condmon n changes in facility use]. Capital
costing less than Five Thousand ?5 Svﬂars ($5,000.00). For example, the patching of a

roof is not a capital 1mprovement e pamal or complete replacement of the old roof is; -

repair of a foundation is cons:dercd@%pltal improvement and not a repair. Repairs which are
incidental to a capital improvement project, or replacement of an item not normally con51dered a
capital improvement, are not defined as capital improvements.

““Charge” has the meaning set forth in Article 11 hereof.
_“Code” means the Internal Revenue Code of 1986, as amended.

“Commencement Date” has the meaning set forth in Article 1.

: “Condemnation” means the transfer of all or any part of the Leased Property as a result of
- (i) the exercise of any governmental power, whether by legal proceedings or otherwise, by a
"~ Condemnor or (ii) a voluntary sale or transfer by Landlord to any Condemnor, either under threat
of Condemnation or while legal proceedings for Condemnation are pending.

“Condemnor” means any public or quasi-public authority, or private corporation or
individual, having the power of Condemnation. :
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_ “Contract Documents™ has the meaning given it in the Work Letter, attached hereto as
Exhibit D.

“Control” means, as used with respect to any person, the possession, directly and
indirectly, of the power to direct or cause the direction of the management and policies of such
person, through the ownership of voting securities, partnership interests or other equity interests.

“Date of Taking” means the date the Condemnor has the right to possession of the
property being condemned.

“Effective Date” has the meaning set forth in the first paragraph of this Lease.

' ““Encumbrance” has the mezning set forth in Article -32.

" “Bvent of Default” or “Default” has the meaning set forth in Section 15.1.

“Excluded Taxes” means any income or franchise taxes based upon, measured by, or
calculated with respect to net income or profits (but not including any franchise tax based upon
gross receipts with respect to the Rent), inheritance, estate, succession, transfer or any similar

. taxes.

“Extension Term” has the meaning se@@ cnon 33.

o “Facility” means the apbroxiné@ gterm acute care hospital and/of '
general hospital facility to be cons sed Property. ,
“Facility Morigage” has theC,%am @e Section 12:1.

“Facility Mortgagee” has @@u@n orth in Section 12.1.

. “Fair Market Added Value’ @ﬁs the Fair Market Value (as hereinafter defined) of the
Leased Property (including all Capifal Additions) less the Fair Market Value of the Leased
Property determined as if no Capltai Additions paid for by Tenant without financing by Landlord

- ,had been constructed.

" “Fajr Ma_rkct Rental Value” means the fair market rental value of the Leased Property,
(a) assuming the same is unencumbered by this Lease, and (b) determined in accordance with the’
_ appraisal procedures set forth in Article 27 or in such other. manner as shall be mutually
©  acceptable to Landlord and Tenant and (c) not taking into account any reduction in value
o rcsulnng from an mdebtedness to which the Leased Property may be subject.

“Fair Market Value” means the fair market value of the Leased Property, mc]udmg all
Capital Additions, (a) assuming the same is unencumbered by this Lease, (b} determined in
accordance with the appraisal procedures set forth in Article 27 or in such other manner as shall
be mutually acceptable to Landlord and Tenant, and (c) not taking into account any reduction in
~value resulting from any indebtedness to which the Leased Property is subject to (including the
" Facility Mortgage and/or any liens related to any Capital Additions} or which encumbrance
Tenant or Landlord is otherwise required to remove pursuant to any provision of this Lease or
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agrees to remove at or prior to the closing of the transaction as to which such Fair Market Value
determination is being made. The positive or negative effect on the value of the Leased Property
or Substitute Property attributable to the interest rate, amortization schedule, maturity date,

prepayment penalty and other terms and conditions of any Encumbrance on the Leased Property,

as the case may be, which is not so required or agreed to be removed shall be taken into account
in determining such Fair Market Value.

“Financial Statements” means for any fiscal year or other accounting period for Tenant,
or such other party identified as being obligated to deliver to Landlord its Financia] Statements,
audited profit and loss statements for such period and for the period from the beginning of the
respective fiscal year of Tenant or such other party. to the end of such period and the related
balance sheet as at the end of such period, together with the notes thereto, all in reasonable detail

. and setting forth in comparative form the corresponding figures for the corresponding period in

the preceding fiscal year of Tenant, or such other party, and prepared in accordance with
generally accepted accounting principles consistently applied, except as noted.

“Final Construction Documents” has the meaning given it in the Work Letter,

“Final Project Budg__ has the meaning given it in the Work Letter attached hereto as

“Fiscal Year” means the 12-month %&n@ no%@f the apphcable party.
“Fixtures” has the meaning ﬁ&; @ f\@ 5\4

“Farce Maieure” shail have && f@s\ the Work Letter, attached hereto as
Eshibit D.
g@

“Full Replacement Cost” b@ set forth in Section 12.2.

“Hazardous Matenials™ me@ any substance, including asbestos or any substance

‘containing asbestos, the group of organic compounds known as polychlorinated biphenyls,

flammable explosives, radioactive materials, medical waste, chemicals, pollutants, effluents,
contaminants, emissions or related materials and items included in the definition of hazardous or

- toxic wastes, materials or substances under any Hazardous Materials Law.

“Hazardous Materials Law” means any law, regulation or ordinance relating to

environmental conditions, medical waste and industrial hygiene, including the Resource

Conservation and Recovery Act of 1976 (“RCRA”), the Comprehensive Environmental

'Response, Compensation and Liability Act of 1980 (“CERCLA”™), as amended by the Superfund
"Amendments and Reauthorization Act of 1986 (“SARA”), the Hazardous Matenals
- Transportation Act, the Federal Water Pollution Control Act, the Clean Air Act, the Clean Water

Act, the Toxic Substances Control Act, the Safe Drinking Water Act, and all similar federal,
state and local envirotunental statules and ordinunces, whether heretofore or hereafter enacted or
effective and all regulations, orders, or decrees heretofore or hereafier promulgated thereunder.

“Impositions™ means, collectively, all taxes relating to the Leased Property, including all
ad valorem, sales and use, gross receipts, action, privilege, rent (with respect to any ground
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leases) or similar taxes, asscssments (including all assessments for public improvements or
benefits, whether or not commenced or completed prior to the date hereof and whether or not to
be completed within the Term), water, sewer or other rents and charges, excises, tax levies, fees
(including license, permit, inspection, authorization and similar fees), and all other governmental
charges, in each case whether general or special, ordinary or extraordinary, or foreseen or
unforeseen, of every character in respect of the Leased Property and/or the Rent (including all
interest and penalties thereon due to any failure in payment by Tenant), which at any time prior
to, during or in respect of the Term hereof may be assessed or imposed on or in respect of or be a
lien upon (a) Landlord or Landlord’s interest in the Leased Property, (b} the Rent, the Leased
Property or any part thereof or any rent therefrom or any estate, right, title or interest therein, or

(¢) any occupancy, operation, use or possession of, sales from, or activity conducted on, or in .

connection with, the Leased Property or use of the Leased Property or any part thereof; provided
that nothmg contained in this Lease shall be construed to require Tenant to pay (1) any tax based

" on net income (whether denominated as a franchise or capital stock or other tax) imposed on

Landlord, (2) any transfer or net revenue tax of Landlord, (3) any tax imposed with respect to the

* sale, exchange or other disposition by Landlord of any portion of the Leased Property or the

proceeds thereof, or (4) except as expressly provided elsewhere in this Lease, any principal or
interest on any Encumbrance on the Leased Property, except to the extent that any tax,
assessment, tax levy or charge which Tenant is obligated to pay pursuant to this definition and

which is in effect at any time during the Term hegeof is totally or partially repealed, and a tax,
assessment, tax levy or charge set forth in c&@l @’@) or (3) 1s levied, assessed or imposed

“Initial Term” has the mea@@ ,@ %

“Insurance Requirements” @% (].S msurance policy required by this Lease
and all requirements of the 1ssuer oIn

“Land™ has the meaning s8®1 @ cIe L.

“Landiord” means Cullinan I@lca] 1, LLC, an Illinois limited liability company.

“Landlord’s Work™ shall have the meaning gwen it in the Work Letter, attached hereto as

' .Exhlbll D.

“Lease” means this Lease Agreement.

_ “Lease Year” means each period of twelve (12) full calendar months during the Term of”
" this Lease, and in the event that the Commencement Date is a day other than the first day of the
- month, then the first Lease Year shall also include the remainder of the month in which the
-Commencement Date occurred.

“Leased Improvements™ and “Leased Property” have the meanings set forth in Article 1.

“Legal Requirements” means all federal, state, county, municipal and other governmental
statutes, laws, rules, orders, regulations, ordinances, judgments, decrees and injunctions affecting
the Leased Property or the construction, use or aiteration thereof (including zoning ordinances),

" whether now or hereafter enacted and in force, including any which may (a) require repairs,
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modifications or alterations of or to the Leased Property, or (b) in any way adversely affect the
use and enjoyment thercof, and all permits, licenses, authorizations and regulations relating
thereto, and all covenants, agreements, actions and encumbrances contained in any instruments,
either of record or known to Tenant (other than encumbrances created by Landlord without the
consent of Tenant), at any time in force affecting the Leased Property.

“Lending Institution” means any insurance company, federally insured commercial or
savings bank, nationa] banking association, savings and loan association, employees' welfare,
pension or retirement fund or .system, corporate profit-sharing or pension plan, college or
university, or real estate investment, including any corporation qualified to be treated for federal
. tax purposes as a real estate investment trust having a net worth of at least $50,000,000.

.. “Minimum Rent"” has the meaning set forth in Section 2.1(a) hereof.

“Minimum Purchase Price’” means that price for the Leased Property mutually agreed
upon between Landlord and Tenant at the time of repurchase hereunder by Tenant.

“Net Rentable Square Foot™” means the number of rentable square feet contained within ;

the Leased Improvements as established by the Project Architect after the completion of
Landlord’s Work in accordance with the Measurement Method (as defined in the Work Letter,

attached hereto as Exhibit D). o \
“Officer’s_Certificate” means a ¢ 1 @,&Ten ’s general partner or managing

resident, any Vice President or
ctoﬁ% By-Laws of Tenant’s general

9@

- member signed by the Chairman of th
- another officer authorized to so 51 @&
" partner or managing member. @

“QOverdue Rate” means as er annum equal to the Prime Rate as of
_such date, plus three percent, but t gr than the maximum rate then permitted under
apphcable law.

“Payment Date” means any @e date for the payment of the instaliments of Minimum
Rent under this Lease.

“Permitted Assignee” has the meaning set forth in Section 22.3 hereof.

“ .. “Permitted Exceptions” has the meaning set forth in Article 1 hereof.

. “Permitted Liens” means (i) liens described on Exhibit B attached hereto, (ii) pledges or
.- deposits made to secure payments of worker’s compensation insurance (or to participate in any
~ fund in connection with worker’s compensation insurance), unemployment insurance, pensions
“or social security programs, (iii) liens imposed by mandatory provisions of law such as for
materialmen, mechanics, warehousemen and other like liens arising in the ordinary course of
‘business, securing indebtedness whose payment is not yet due and payable, (iv) liens for taxes,
assessments and governmental charges or levies if the same are not yet due and payable or if the
same are being contested in good faith and as to which adequate cash reserves have been
provided, (v) liens arising from good faith deposits in connection with tenders, leases, real estate
bids or contracts (other than contracts involving the borrowing of money), pledges or deposits to

secure public or statutory obligations and deposits to secure (or in lieu of) surety, stay, appeal or

‘sonfidentin! o _ . ) .
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customs bonds and deposits to secure the payment of taxes, assessments, duties or other similar
charges, (vi) liens to secure purchase money indebtedness, so long as the indebtedness incurred

" to purchase the new asset is secured only by such asset, or (vii) a Tenant Capital Addition
- Encumbrance as set forth in Section 9.2 hereof. '

“Permitted Transferee” has the meaning set forth in Section 22.3 hereof.

“Person” means a natural person, corporation, partnership, trust, association, limited
liability company or other entity.

“Personal Property” means the Landlord provided machinery, equipment, furniture,
furnishings, computers, signage, trade fixtures and/or other personal property and consumable

‘inventory and supplies used or useful in the operation of the Leased Property for its Primary

Intended Use, together with all replacements and substitutions therefor, specifically set forth in

 Exhibit D attached hereto.

“Preliminary Project Budget” means the estimated budget for the Project attached hereto
as Exhibit F."° ' :

“Primary Intended Use” has the meaning set forth iﬁ Section 6.2.

L

. \ .
B “Prime Rate” means the annual rate r e Wall Street FJournal, Eastern Edition
(or, if The Wall Street Journal sh bes 1%@ shall cease to'report .such rates,

ﬁcial industry as authoritative
@a o time as being the prevailing

all n
then a publication or journal geng a& i
evidence of prevailing commerci i. gﬁi
ub:

‘prime rate (or, if more than one sugh 4 \,f!’ ighed t any given edition, the arithmetic
" mean of such rates). The prime r R N §x ed by The Wall Street Journal to report
prevailing lending rates and may no \‘ ilythe its most favorable lending rate available.
Any change in the Prime Rate he S ¢ effect on the effective date of such change in
‘the prime rate as reported by Th Gtreet Joumal, without notice to Tenant or any other

action by Landlord. Interest shall be puted on the basis that each year contains 360 days, by
multiplying the principal amount by the per annum rate set forth above, dividing the product so

. obtained by 360, and multiplying the quotient thereof by the actual number of days elapsed.

_“Prohibited Use™ means the use of the Leased Property in connection with: (i) any
sexually oriented business as defined by applicable city ordinance; (ii) heavy manufacturing

' facility or industrial uses; or (iii) other use prohibited under the Permitted Exceptions in effect on

the Effective Date of this Lease and applicable to the Leased Property.

“Project Improvements” has the meaning set forth in the Work Letter attached hereto as

-, ExhibitD.

“Punchlist Items” shall have the meaning given to it in the Work Letter attached hereto as
Exhibit D.

“Rent” means, collectively, the Minimum Rent and the Additional Charges.

- “Request” has the meaning set forth in Section 9.1(a).

-conﬂdnntial - o o : ‘ .
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- “Sale Notice” has the meaning set forth in Section 28.1 .

“Substantial Completion™ shall mean the latest to occur of the following: (a) Landlord’s

~ Work under the Work Letter is sufficiently complete in accordance with the Contract Documents

so that Tenant can commence beneficial use and occupancy of the Leased Property as intended,

(b) all Project systems included in Landlord’s Work are operational as designed and specified,

(c) all governmental inspections designated or required for Landlord’s Work have been

successfully completed, and a certificate of occupancy and other municipal permits or approvals

issued by the City of Peoria and (if applicable) County of Peoria for Landlord’s Work have been

obtained, in each case to the extent required to occupy and use the Project for its Primary

Intended Use, (d) all final finishes required by the Contract Documents (as defined in the Work

Letter) are in place {except for minor Punchlist Items which do not materially detract from the

. appearance and utility of the Project for the Primary Intended Use}, () all remaining Landlord’s

- Work is reasonably estimated to be completed within thirty (30) consecutive calendar days (or as

- otherwise agreed to by Tenant) following the date of Substantial Completion of Landlord’s

Work, and (f) Landlord has (i) delivered to Tenant binders contammg complete sets of all

I - manufacturer’s catalogs, instructions and other similar data covering all mechanical and
- manually operated devices furnished and/or installed as part of Landlord’s Work, and i
g (i1) provided Tenant’s property management and operations personnel with the opportunity to be i
o " trained in the operation and maintenance of bmk%ng systems and controls installed as part of

Landlord’s Work. @@ @‘Q
¢ 0@% @%n ¢ Term hereof of all or part of
- ei @%ﬂght #Meteto or use thereof, as the result

or %* domain proceeding affecting the
ab@ly been eommenced.

_ “T aking” means a taking or vol
the Leased Property, or any interes:
of, or in settlement of any Cond

Leased Property whether or not the@g@

“Tenant” means Greater P, %af}}lospltal LLC, an Illinois limited liability
company and its Permitted Trans ermitted Assignees.

“Term” means the Initial T and any Extension Term as to which Tenant has properly
and timely exercised its options to extend contained in Article 33 hereof unless earlier terminated
pursuant to the provisions hereof.

R TSI b e et et e s e

. -“Third Party Offer” has the meaning set forth in Section 28.2.

“Third Party Offer Notice” has the meaning set forth in Section 28.2.

_ “Unsuitable for Its Primary Intended Use” as used anywhere in this Lease, shall mean
that, by reason of damage or destruction, or a partial Taking, in the good faith judgment of
Tenant and/or Landiord, reasonably exercised, the Facility cannot be profitably operated for its

~ Primary Intended Use, taking into account, among other relevant factors, the number of usable
beds affected by such damage or destruction or partial Taking.
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ARTICLE 37.

CONTINGENCIES / TERMINATION RIGHTS

37.1 Purchase of Land. This Lease Agreement is expressly contingent upon
Landlord’s, or Landlord’s Affiliate, closing and taking possession and fee simple title to the
surface of the Land, which Land, as of the exccution of this Lease, is not owned by Landlord.
" Landlord hereby acknowledges and agrees that Landlord shall provide Tenant all information,
documents, or materials in regards to negotiations for purchase of the Land that Tenant may
reasonably request during and after such negotiations. If Landlord, or Landlord’s Affiliate, is
.unable to purchase and take fee simple title to the surface of the Land on or before December 17,
2007, then Tenant may at its election, terminate this Lease upon written notice to Landlord and
upon Tenant’s payment of the Approved Development Costs as defined at Exhibit D hereto,
neither party shall have any further obhgatlon under this Lease.

37.2 Financing Contingency. This Lease Agreement is expressly contingent upon
Landlord, or Landlord’s Affiliate, securing of financing to construct the Leased Improvements,

. install the Fixtures and Personal Property to be provided by Landlord hereunder, upon such
-terms and conditions as are acceptable to Landlord and Tenant. Landlord hereby acknowledges
. and agrees that Landlord shall provide Tenant all information, documents, or materials in regards
to negotiations to secure financing hereunde e Tegant rnay reasonably request during and
after such negotiations. Loan fees incur % F-T\' zandlord’s Affiliate, in conjunction

- with said financing shall not exceed o, ce 'i\ Yo f‘ unt borrowed, and the rate for
such financing shall approximate t@@\er aggqe for similar commercial loans
in the State of Illinois at the time Seich g @%c é@%urther, Landlord shall not close on
such financing without prior writte n @f Landlord shall close on such financing
without the prior written consen “@‘&@ i ﬁ d hereby acknowledges and agrees that upon
the termination of the Lease prio ction Commencement Date, notwithstanding
anything set forth elsewhere in nt shall not be obligated to reimburse Landlord

for any costs incurred in connecti the acquisition and closing upon the financing. If
Landlord, or Landlord’s Aiﬁ]late 3 unable to secure financing to construct the Leased
Improvements, and install the Fixtures and Personal Property to be provided by Landlord
" hereunder on or before December 17, 2007 then Tenant may at its election, tenninate this Lease
- upon written notice to Landlord and upon Tenant’s payment of the Approved Development
Costs as deﬁned at Ex}ublt D hereto, neither party shall have any further obligation under this

Lease.

' 37.3 Zoning/Subdivision. If Landlord is required by the City of Peora to obtain

either: (i) the re-zoning of the Project Land (due to a medification in the location of the Project
from that shown on the current zoning ordinance or a special use permit, compatible with the
" Leased Property's Primary Intended Use); or (ii) a final approved subdivision plat for the Land
(to the extent such is required under applicable City/County ordinances and regulations) and -
Landlord is unable to obtain either or both, on or before commencement of construction, then
Landlord or Tenant may, at their election, terminate this Lease upon written notice to the other
party and upon Tenant’s payment of the Approved Development Costs as defined at Exhibit D
hereto, neither party shall have any further obligation under this Lease. Landlord shall diligently
pursue the prosecution of any required zoning or special use permits and platting of the Land.

" confidertial ‘ . S
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Tenant shall use commercially reasonable efforts and join in any necessary applications with
Landlord to promptly achieve such required zoning and subdivision, if applicable.

37.4 Insurable Leasehold Interest. This Lease Agreement is expressly contingent
upon Landlord being able to deliver to Tenant a leasehold interest, pursuant to the terms of this
Lease, that is insurable by a standard form leasehold interest title insurance policy, in such
amount reasonably acceptable to Tenant and Landlord which reflects status of title which is
acceptable to Tenant and Landlord. If Landlord is unable to deliver to Tenant at Landlord’s
closing upon the Land pursuant to Article 37.1 hereof, an insurable leasehold interest insured in
such amount reasonably acceptable to Tenant and Landlord which reflects status of title which is
acceptable to Tenant and Landlord, pursuant to the terms of this Lease, then Tenant may at its
election, terminate this Lease upon written notice to Landlord and upon Tenant’s payment of the
Approved Development Costs as defined at Exhibit D hereto, neither party shall have any further

* obligation under this Lease or any Guaranties executed pursuant to the Lease.

37.5 Operating Lease. This Lease Agreement is expressly contingent upon the Lease

- being classified as an operating lease as per the Generally Accepted Accounting Principals
- (GAAP) Standards set forth in Financial Accounting Standards Board’s (FASB) Statement

No. 13, Accounting for Leases. If the Lease fails to meet one of the four criteria for classifying
the Lease as an operating lease vs. a capital leaseathen Landlord and Tenant agree to amend the
lease to qualify as an operating lease. Such \‘nen%t‘o be reasonably acceptable to Landlord

Bl

will be adopted by an executed amen

Date) is not classified as an opera c8S ehant and delivery of reasonable
n
€

evidence that the Lease has not be ef&% Mg lease, Tenant and Landlord will
execute an amendment that inclu Wi nges or language which shall replace
%%J\' guag €p

%
A. At Article 1, the Initial Te e d??c will be fifteen (15) years, and
B. Article 33 Extension Terms deleted in its entirety and replaced with the following
new Article 33 Extension Terms:

‘ Tenant and/or its Permitted Assignee or Permitted Transferee shall have
. the right, at its option, to extend the Initia] Term of this Lease for five (5)
" consecutive extension terms (the “Extension Terms”), each being one (1) year in
- length. Each Extension Term shall commence on the day after the expiration of
the preceding Lease Year and shall expire on the first (1st) anniversary of last day
" of the Initial Term (the “Lease Expiration Date™) in the case of the first (Ist)
Extension Term, and on the second (2nd), third {3rd}, fourth (4th) and fifth (5th)
anmiversaries of the Lease Expiration Date in the case of the second (2nd), third
(3rd), fourth (4th) and fifth (5th) Extension Terms, respectively. The option to
extend the Initial Term of this Lease for one, one-year Extension Term as
. described above must be exercised by Tenant at least twelve (12) months prior to
end of the first Lease Year of the Initial Term. The option to extend the Term of
the Lease for the second (2nd) Extension Term must be exercised by Tenant at
least twelve (12) months prior to the end of the second Lease Year of the Initial
Term. The option to extend the Term of the Lease for the third (3rd) Extension
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Term must be exercised by Tenant at least twelve (12) months prior to the end of
the third Lease Year of the Initial Term. The option to extend the Term of the
Lease for the fourth (4th) Extension Term must be exercised by Tenant at least
twelve (12) months prior to the end of the fourth Lease Year of the Initial Term.
The option to extend the Term of the Lease for the fifth (5th) Extension Termn
must be exercised by Tenant at least.twelve (12) months pnor to the end of the
fifth Lease Year of the Initial Term.

Additionally, if Tenant has exercised each of the five options noted above,
then Tenant and/or its Permitted Assignee or Permitted Transferee shall have the
right, at its option, to extend the final Extension Term of this Lease for three (3)

" consecutive extension terms, each additional extension term being five (5) years
" in length (“Five Year Extension Term”). Each Five Year Extension Term shall
commence on the day after the expirdtion of the preceding Lease Term and shall
expire on the fifth (5th) anniversary of the last day of the final Extension Term in
the case of the first (I1st) Five Year Extension Term, in the case of the second
(2nd) Five Year Extension Term, on the tenth (10th) anniversary of the last day of
" "the final Extension Term, and in the case of the third (3rd) Five Year Extension
Term, on the fifteenth (15th) anniversary of the last day of the final Extension .
"Term. The option to extend the final Ext‘e@smn Term of this Lease for the first
 (1*") Five Year Extension Term as des abave must be exercised by Tenant at
_ least twelve (12) months prior t @@W&mwn Term. The option
to extend the Term of the rt é\m e Year Extension Term
must be exercised by Ten pnor to the end of the
first (1*") Five Year Exten510n Q@ tend the Term of the Lease
for the third (3rd} Five Ye ten e@ t be exercised by Tenant at least
n

twelve (12) months prior to the d (2") Five Year Extension Term.

Failure of Tenant to tirn%g§ @czse any extension right shall terminate all further
extension rights. In the event that & e%ktenslon Term is not exercised by Tenant, the terms and
conditions of this Lease shall apply to each Extension Term with the same force and effect as if
such Extension Term had originally been included in the Iitial Term of the Lease. The right of

. Tenant to exercise its right to extend the Initial Term, any Extension Term, and any Five Year
‘Extension Term shall be conditioned upon this Lease being in full force and effeet, Tenant

occupying the Leased Property, Tenant accepting the Leased Property during such Extension
Term or Five Year Extension Term in its “AS IS” condition, and no Event of Default then

| existing as of both the date that Tenant notifies Landlord of Tenant’s decision to extend the term

of this Lease for any of the Extension Terms or Five Year Extension Term(s). The Initial Term,
together with any Extension Term or Five Year Extension Term(s) which Tenant properly
exercises its option with respect to, and for which the conditions related thereto are satisfied,

shall constitute the ‘”‘_l‘erm” of this Lease.
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IN WITNESS WHEREOF, the parties have caused this Lease to be executed and attested -
by their respective officers thereunto duly authorized as of the date first written above.

Landlord:

CULLINAN MEDICAL 1, LLC

an Illinois limited liability company,

by Cullinan Companies, LL.C,its Managor
<

By: /x;ff
Name: /4
Title:

STATE OF 7 /1. 079 )
)SS .
COUNTY OF )

. %aﬂ'ﬁgotary Public in and for said County, in the State aforesaid, do
hereby certify that _ , personally known to me to be the same
person whose name is subscribed to the fore‘goin%\insmnnent as one of the Managers of Cullinan
Companies, LLC, an Illinois limited liab%@empany, which is the Manager of Cullinan

Medical 1, LLC, an Illinois limited liabili pﬂﬁ"m@ before me this day in person and

acknowledged that he/she signed, s @% @
voluntary act, for the uses and pu: erai °&

GIVEN under my hand and@ %%@ MOOj

@gs\argi instrument as his’her free and

@@ cmimisgion expires:
07 Me J/f/XaZ '

v

61
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Tenant:

GREATER PEORIA SPECIALTY
HOSPITAL, a Delaware limited liability
company

‘By: % ‘jg/'

Name: k\)l'( I, SeHuuTy

Title; CUAVLPER sund

ublic in and for said County, in the State aforesaid, do :

"_”hereby certlfyth a0y, _. o by V7 personally known to mg to be the same
- person whose name is i 3 instrument as the C‘ Eﬁ:fé fggj‘éw
of Greater Peoria Specialty Hospital a Delaware limited liability company, appeared before me

this day in person and acknowledged that he/she signed, sealed and delivered the same
- instrument as his/her free and voluntary act, for thKuses and purposes therein set forth.

GIVEN under my hand and nom%% @M&& 2007

By,  BETTYD.CAMMARATA @Q@

= “Notary; “ : 5L Louls County . %@ Y ission expires: )
’9: Seal :;_‘ My Commission Expires ¢ @@ o). _ 62.)5!3 zPS/
’%?P"—ﬁ;i ¥ Febuary23,2008 @ Q¥ ' ,
: . ©@©
ST I
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EXHIBIT A

LAND DESCRIPTION

PART OF BLOCKS 73, 80 AND 89 IN MONSON AND SANFORD’S ADDITION TO THE
TOWN (NOW CITY) OF PEORIA, BEING A SUBDIVISION IN PART OF THE
NORTHWEST QUARTER OF SECTION 9, TOWNSHIP-8-NORTH, RANGE-3-EAST OF
THE FOURTH PRINCIPAL MERIDIAN, CITY OF PEORIA, PEORIA COUNTY, ILLINOIS,
BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:

.COMMENCING AT THE SOUTHEAST CORNER OF LOT 1 IN SAID BLOCK 73, AS. THE
POINT OF BEGINNING OF THE TRACT TO BE DESCRIBED: '

- FROM THE POINT OF BEGINNING, THENCE SOUTH 89°-59°-45”" WEST (BEARINGS
ARE  FOR DESCRIPTIVE PURPOSES ONLY), ALONG THE SOUTH LINE OF SAID
- BLOCK 73, A DISTANCE OF 299.99 FEET TO THE SOUTHWEST CORNER LOT 6 IN
SAID BLOCK 73; THENCE NORTH 00°-11°-22” EAST, ALONG THE WEST LINE OF SAID
LOT 6, A DISTANCE OF 14.97 FEET; THENCE NORTH 89°-58’-14” WEST, PARALLEL
. WITH THE SOUTH LINE OF SAID BLOC é AND 89, A DISTANCE OF 602.63 FEET,;
- “THENCE NORTH 00°-26’-11” EAST, A 8 FEET; THENCE SOUTH 89°-

F12

7 TS 3, 4, 5, AND 6 IN SAID
; \a\\s NT,QN THE WEST LINE OF SAID
- LOT 6, SAID POINT ALSO BEINGS : Y RIGHT-OF-WAY LINE OF

RICHARD PRYOR PLACE; RCEy, O 00°-26’-11" EAST, ALONG SAID
EASTERLY RIGHT-OF-WAY LINE, @@’r OF 24.10 FEET, THENCE NORTH 89°-
59°.45” EAST, PARALLEL WITH; 8% INE OF LOTS 7, 8, 9, 10 AND 11 IN SAID
BLOCK 89, A DISTANCE O T: THENCE NORTH 00°-16’-02" EAST, A
DISTANCE OF 138.20 FEET Tﬁ% SOUTHERLY RIGHT-OF-WAY LINE OF RB.
GARRETT AVENUE; THENCE SO&UTH 89°-49°-31" EAST, ALONG SAID SOUTHERLY
RIGHT-OF-WAY LINE, A DISTANCE OF 824.11 FEET TO A POINT ON THE EAST LINE
. OF LOT 12 IN SAID BLOCK 73, SAID POINT BEING ON THE EAST LINE OF SAID

- BLOCK 73; THENCE SOUTH 00°-11°-22” WEST, ALONG SAID EAST LINE BLOCK 73, A

DISTANCE OF 303.13 FEET TO THE POINT OF BEGINNING, CONTAINING 5.931

. BLOCK 89, A DISTANCE OF 14

ACRES, MORE OR LESS, SUBJECT TO ANY EASEMENTS, RESTRICTIONS AND-

RIGHT-OF- WAY OF RECORD
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EXHIBIT B
LIST OF PERMITTED EXCEPTIONS
Rights or claims of .parties in possession not shown by the public records.

Any encroachment, encumbrance, violation variation, or adverse circumstance affecting

. title that would be disclosed by an accurate and complete land survey of the Land. The

term “encroachment” includes encroachments of existing improvements located on the
Land onto adjoining land, and encroachments onto the Land of existing improvements

located on adjoining land.

- Easements, or claims of easements, not shown by the public records.

Any lien, or right to a lien, for services, labor, or material heretofore or hercafter
furnished, imposed by law and not shown by the public records.

Taxes or special assessments that are not shown as exrstrng liens by the public records. '

Defects liens, encumbrances, adverse claims, or other matters, if. any, created first
appeanng in the public records, or attacp}ﬁg subsequent to the Effective Date hereof but

- prior to the date the Landlord acqulre @ ff record the estate.

Any lien, or right to a lie se; tenal heretofore or hereaﬁer
furnished, imposed by law otﬁ; b@ cords

Standby fees, taxes and as ents 2 authonty for calendar year 2006 and
all subsequent years, which tax not @uc and payable.

Reservation of easements @ and restrictions as contained in Ordinance No.
16,028, to Vacate Shipman S and Goodwin Street, between R.B. Garrett Avenue and
Fourth Avenue; Fourth Avenue, between Hightower Street and Goodwin Street; and the

-alleys located in Blocks 73, 80 and 89 of Aiken, Monson and Sanford's Addition to the
Town (now City) of Peoria, dated November 21, 2006, and recorded December 11, 2006,

as Document No. 06-39913.

Ordinance No. 16,034, to amend Ordinance No. 11,051 as adopted on December 28,

1982, expanding the boundaries of the Enterprise Zone, dated November 28, 2006 and

‘recorded April 26, 2007, as Document No. 07-12415.

Mutual Easement and Agreement dated February 5, 1945, and recorded February 8, 1945,
in Book 626, at Page 126. (affects Lot 12, Block 80).

Mutual Easement and Agreement dated February 5, 1945, and recorded February §, 1945,

in Book 626, at Page 126. (affects Lot 12, Block 80).
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General Easement granted to Illinois Bell Telephone Company a’k/a Ameritech Illinois,

‘dated April 13, 1998, and recorded May 19, 1998, as Document No. 98-18102. (affects

Lot 1, Block 73).

In order for the company to insure title coming through the sale or transfer of land from
the municipality in title, we should be furnished a certified copy of the ordinance or
resolution authorizing the conveyance, together with the number of ayes and nays for its
passage, and evidence of any required publication. If said municipality is a "home rule

" . unit” pursuant to Article 7, Section 6 of the Iilinois Constitution, we should be furnished

evidence of compliance with the municipality's ordinance(s) which relate to the sale or
transfer of municipal property. This commitment is subject to such additional exceptions,

'if any, as may be deemed necessary after our review of these materials.

-15.

'16.

_ Easement reserved in Warranty Deed dated December 26, 1959, and recorded January 6,

1960, in Book 1170, at Page 139,

Rights of the public and quasi-public utilities, if any, in said vacated Goodwin Street
Shipman Stréet, Fourth Avenue and Alleys in Block 73, 80 and &9 in Monson and

- Sanford's Addition to the City of Peoria for maintenance therein of poles, conduits,

17
18,

16.
20.

1953066.5

sewers and other facilities. .
Agreement dated May 2, 1984, and re% I\@[ 22, 1 84, as Document No. 84- 08956

\
Ordinance No. 11,489 record y 9 L@nt No. 86-07992 and amended
by document recorded Jun t@ 14538.

Ordinances of the City of P@a Ilé@l% @*\Q

The Facﬂxty Mortgage. @@ @%‘i

o
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EXHIBIT C

MINIMUM RENT SCHEDULE

‘This Exhibit designates the Minimum Rent per Net Rentable Square Foot of space within
the Leased Improvements for each Lease Year of the Initial Lease Term. '

Lease Years 'RENT P.S.F Sq. Ft. Annual Rent
1-5 $33.44 56,345 $1,884,393.00
6-10 $36.79 56,345 $2,072,832.00

. 11-15 . $4047 56,345 - $2,280,115.00

@
~ The exact Net Rentable Square Fot@e L @N{mprovements shall be determined by the
Project Architect in accordance wi &g’éﬂt Standard set forth in the Work Letter after

" the completion of construction 6§ mprovements. The certificate of the Project
. "Architect as to the exact Net Renta ‘@ngﬂre Feet in the Leased Improvements shall be binding

.upon Landlord and Tenant. Once Final Project Plans and Final Project Budget have been
finally approved by both Lendlord and Tenant in accordance with the terms of the Work Letter at

" Exhibit D, then the annual Minimum Rent for Year One of the Lease Term shall be calculated
-and adjusted as follows: the approved Final Project Budget multiplied by a rental factor of ten

_percent (10%). . :
) canfidential . o ) .
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EXHIBIT D
WORK LETTER
ARTICLE 1.
Deﬁnitions

1.1. Defined Terms. The capitalized terms listed below shall have the following meanings
when used in this Work Letter (including in the recitals above): —

“Building Standards” means the standards for construction of the Leased Improvements
as set forth on Exhibit G of the Lease. .

“Construction Drawiﬁgs__and Specifications” means the construction level detailed and
.. coordinated drawings and specifications for Landlord’s Work prepared by or on behalf of the
Project Architect pursuant and in compliance with Paragraphs 3.3 and 3.7 of this Work Letter.

“Contract Documents” means, collectively, this Work Letter and the Construction
Drawings and Specifications. ,

: “Design Documents” means any iteratf \of ogress drawings and specifications for
Landlord’s Work prepared by or on heha& a@ﬁ%};ﬁ?twt pursuant to Paragraph 3.6 of
this Work Letter that are prepared pn'm\s e A@a a%\w fl%nal Construction Drawings and
Specifications. - O @é P o

W .
o B
“Final Construction Docg ‘15@ %‘1‘ @@tion 3.7 of this Work Letter.
$

_ “Force Majeure” means ea%l e&@%g occurrences, in each case to the extent (but
. only to the extent) that each such I ctuaily delays performance by Landlord or Tenant

(provided, in each case, that the ected by Force Majeure notifies the other party in
writing within ten (10) days of the ofcurrence causing the delay): (i) unusual and unavoidable
delay in deliveries which cannot be reasonably eanticipated, (ii) fire or other unavoidable
casualty, (iii) adverse weather conditions significantly in excess of those which have historically
been encountered, or may reasonably be expected to be encountered, at the Project site,

" (iv) strikes or lockouts not directed at Landlord, its contractors or anyone for whom such parties

" are responsible; (V) acts of public encmies of the state or the United States, riots, insurrection,
terrorism, war, (vi)failures or refusals to perform in accordance with their contractual
obligations by suppliers or contractors for the Project, (vii) delays caused by the actions or

failures to act of governmental authorities, (viii) failure of a bonding or surcty company to

perform its obligations under any bonds or insurance policies issued with respect to contractors
_or subcontractors for the Project, or (ix) any other cause (other than financial) beyond the
- reasonable control of the party whose performance is so prevented, delayed or stopped which the
non delayed party reasonably agrecs justifies such delay.

“Landlord Representative” shall mean Michael C. Owens; provided, however, that
Landlord can change or replace any Landlord Representative by delivering written notice to

- Tenant.
chfrd-:;nf':pi
. Taracoly Miter
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“Landlord’s Work™” means all labor, materials, tools, equipment, machinery, utilities,
facilities and services necessary for proper construction, execution and completion of the Project
in accordance with the final Construction Drawings and Specifications prepared in accordance .
with this Work Letter, but not including Tenant fomished and/or required fixtures, fumiture or

equipment.

“Legal Requirements” means all federal, state, county, municipal and other governmental
statutes, laws, rules, orders, regulations, ordinances, judgments, decrees and injunctions affecting
the Leased Property or the construction, use or alteration thereof (including zoning ordinances),
whether now or hereafter enacted and in force, including any which may (a) require repairs,
modifications or alterations of or to the Leased Property, or (b) in any way adversely affect the
-use and enjoyment thereof, and all permits, licenses, authorizations and regulations relating
thereto, and all covenants, agreements, actions and encumbrances contained in any instruments,
either of record or known to Tenant {other than encumbrances created by Landlord without the
consent of Tenant), at any tune in force affecting the Leased Property.

“Measurement Method” means the Standard Method for Measuring Floor Area in Office

Buildings, ANSI/BOMA Z65.1-1966, - published by the Building Owners and Manager’s
Association International, excluding covered canopy and patio areas (which said Leased Property

covered canopy and patio areas approximate 2,728 square feet in the Design Documents as of the
date of this instrunent) and without regard to 4@ variarice factor referenced in the preface of

.said Standard Method for Measuring F]oo§@@
i

B
, N
. “Proiect” means the faciliz;@ the L @tﬁbﬂwasm [mprovements, Fixtures
and Landlord provided Personal Propert, }Q@'@aﬂ&@% Work.
| $
“Project Architect” means@?a ' @(esﬁl borative P.C. Architects, or other such
rpved

architectural firm selected by Land %z, d @-{L by Tenant.

“Project Contractor” means @é;?cral contractor selected by Landlord and approved by
Tenant to perform Landlord’s Work.

g@ings, ANSI/BOMA Z65.1-1966.

«gubstantial Completion of Landlord’s Work” shall be achieved when (a) Landlord’s

Work is sufficiently complete in accordance with the Contract Documents so that Tenant can

- commence beneficial use and occupancy of the Project as intended, (b) Landlord delivers the
: Leased Property to Tenant in such condition that the Leased Improvements shall not encroach

- upon any property, street or right-of-way adjacent to the Leased Property, and shall not violate

" _the agreements or conditions contained in any applicable Legal Requirement, and the Permitted

Exceptions, and shall not impair the rights of others under any easement or right-of-way to which
the Leased Property is subject, (c) Landlord delivers the Leased Property and installs the Fixtures
. any other improvements, fixtures or personal property or other work or matters to be completed

that are necessary for Temant to obtain any required license(s), approvals(s), permit(s),
certification(s) or accreditation(s) to operate the Leased Property for its Pnmary Intended Use,
(d) all Project systems included in Landlord's Work are operational as designed and specified,
(¢} all governmental inspections designated or required for Landlord’s Work have been
successfully completed, and a certificate of occupancy and other municipal permiits or approvals
issued by the City of Peoria and (if applicable) Peoria County for Landlord’s Work have been

corfidential
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obtained, in each case to the éxtent required to occupy and use the Project for its Pnmary
" Intended Use, (f) all final finishes required by the Contract Documents are in place (except for
minor Punchlist Items which do not materially. detract from the appearance and utility of the
Project for the Primary Intended Use), (g) all remaining Landlord Work is reasonably estimated
" to be completed within thirty (30) consecutive calendar days (or as otherwise agreed to by
Tenant) following the date of Substantial Completion of Landlord’s Work, and (h) Landlord has ‘
(1) delivered to Tenant binders containing complete sets of all manufacturer’s catalogs,
instructions and other similar data covering all mechanical and manually operated devices
furnished and/or installed as part of Landlord’s Work, and (2) provided Tenant's property
management and operations personnel with the opportunity to be trained in the operation and
maintenance of building systems and controls installed as part of Landlord’s Work.

" “Tenant Representative” shall mean the duly authorized Manager of Greater Peoria ;
Specialty Hospital, LLC, an Illinois limited liability company provided, however, that Tenant
can change or replace any Tenant Representative by delivering written notice to Landlord. '

1.2 Other. Other capitalized terms used but not defined in this Work Letter shall
have the meanings assigned to them in the Lease.

ARTICLE 2. | !

copies of all notices to which refer, ade1 this ork Letter given by Landlord to Tenant
_ and shall further make all notices ¥lm Feieht ¢ @a\x\idlord to which reference is made in this
~ Work Letter. Tenant Representati h\ﬁ% authority to act on behalf of, make decisions
on behalf of and otherwise bind ’ﬁ%‘l ti ifiection with the Project (subject to any limitations
set forth in the definition of Tenan@%’i‘esentaﬁve). Landiord Representative shall perform
certain services for and on behalf of Yandlord during the design and construction phases of the
. Project and shall receive copies of all notices to which reference is made in this Work Letter
. given by Tenant to Landlord and shall further make all notices from Landlord to Tenant to which
- reference is made in this Work Letter. Landlord Representative shall have full authority to act -
" on behalf of, make decisions on behalf of and otherwise bind Landlord in connection with the '

~ Project.

2.1  Representatives. T@ < E%hall ferform certain services for and on
behalf of Tenant during the desi aé@ TusH * of the Project and shall receive

~

ARTICLE 3.

PROJECT DESIGN AND CONSTRUCTION

3.1  General. The Project shall be designed, and Landlord’s Work shall be
performed, by Landlord in accordance with (a) the Contract Documents, (b) all laws, codes,
ordinances, rules and regulations of governmental authorities having jurisdiction over the

* Project, Landlord’s Work and/or the Primary Intended Use, and (c) all covenants, conditions and
restrictions affecting or relating to the Leased Property, the Building and/or the Project. The
location, design and construction of the Project shall not ultimately restrict the Project from.

. zonfidental S . .
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" . Period shall be deemed to have expired (i) upbh
(of which event Tenant shall provide Landi@a wi '%? tten notice), or (ii) upon Tenant’s
_ written notice to Landlord of any @of ]L%& %@ éﬁ&l‘ACH License resulting from
0 : suﬁgﬁy i

" Leased Property in such physical
license shall be deemed cured upon acquisition and delivery by Landlord of written evidence
-from appropriate licensing authorities that such defect or breach has been remedied and is no

. longer a cause prohibiting the issuance of such LTACH License. All (i) materials and equipment

. furnished under the Contract Documents will be of good quality and new and (ii} Landlord’s

1953066.5
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being licensed by the State of Hlinois and receiving classification as an LTACH for payment for
all Medicare discharges under the Prospective Payment System for facilities of this type as
provided under 42 CFR § 412.500 et seq. {the “LTACH License”), although Landlord and
Tenant both recognize that the Project may not receive immediate approval and classification as
an LTACH and may be required to operate as a general hospital for some period of time. Upon
any revocation or denial of issuance of the LTACH License resulting from Landlord’s failure to

" deliver Leased Property in such physical condition as is required by the Contract Documents,

and following Landlord’s failure to cure such defect or breach after written notice thereof from

" Tenant, Tenant shall (i) abate Minimum Rent for such period that defect or breach causes the

revocation or denial of issuance of the LTACH License; and (ii) receive reimbursement from

Landlord for payment of any Minimum Rent previously paid during such period that such defect -
_or breach existed; and (jii) recéive payment from Landlord of the sum of Nine Thousand Five

Hundred Eighty Two and 00/100 Dojlars ($9,582.00) (the “Operating Cost Penalty”) for each
and every day that Tenant is unable to obtain such LTACH Licenses due to such defect or
breach. However, the parties agree that the Minimum Rent Reimbursement and Operating Cost.
Penalty shall not accrue during that period following the Commencement Date during which
Tenant shall be operating the Leased Property as a general hospital in order to qualify the
Facility for the LTACH license (the “Trial Period”), so long as Landlord delivers the Leased
Property in such physical condition to allow Tenant to obtain its occupancy letter from the

Ilinois Department of Public Health to operate t‘h&z facility during the Trial Period. The Trial
&N F%cility qualifying for the LTACH license
om

Landlord’s faiture to deliver Lcas@ D ndition as is required to obtain
and hold the LTACH License. Lan al%r‘b\»@% e Minimum Rent Reimbursement
and Operating Cost Penalty due to@ qg@ @% that prohibits Tenant from receiving or
maintaining such LTACH License fo _thelexpiration of the Trial Period, provided that
written notice of any such defect achamlist be provided by Tenant to Landlord within one

year of the expiration of the Tria j Any defect or breach by Landlord in delivery of
ition that prohibits Tenant from receiving its LTACH

Work will be performed in a good and workmanlike manner and in substantial accordance with
the requirements of the Contract Documents. Subject and pursuant to Sections 3.3, 3.6, 3.7, 3.10,

- .and Article 9 below,.and the other provisions of this Work Letter, Tenant will have input

regarding the design and quality of such Project, materials and equipment and Tenant shail have

" the right to approve the Project Contractor and Project Architect, and any replacements thereto;
- and as of the effective date of the Lease Tenant agrees and approves the Project Architect.

3.2  Project Schedule. Landlord, working with Tenant and the Project Architect,
shall use its best efforts to design the Project in accordance with the schedule set forth in
Article 9 of this Work Letter (the “Design Schedule™). Subject to any Tenant Delays and Force
Majeure Events, Landlord shall commence Landlord’s Work within 30 calendar days after:
{i) completion and approval of the final Construction Drawings and Specifications, (ii) closing

-on the purchase of the Land; (iii) closing on the Project Financing; and (iv) receipt of all required

- confidential
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local governmental permits necessary to commence construction of the Leased Improvements
(the “Construction Commencement Date”). Dependent upon the successful completion of
. final Construction Drawings and Specifications within the Design Schedule, no Tenant Delays
and subject to- Landlord’s discretionary right to terminate the Project Architect (pursuant to
Section 3.4 below), Landlord anticipates a target commencement date for construction of
December 17, 2007 (the “Target Commencement Date”), however, Landlord does NOT hereby
guarantee that actual commencement of construction of Landlord’s Work will in fact oceur by
the Target Commencement Date due to a failure of any Article 37 Contingency set foﬁh in the

Lease.

Landlord shall use its best efforts to perform each phase of Landlord’s Work within the time
‘schedule set forth on the attached Exhibit “H” (the “Project Construction Schedule”) and shall
use its best efforts to achieve Substantial Completion of the Project on or before that date which
- is sixteen (16) months from the date of the issuance of the building permit from the City of
Peoria for the construction of the Leased Improvements (the “Target Substantial Completion
‘Date”); however, the Target Substantial Completion Date is NOT a guarantee that Landlord’s
Work will in fact be Substantially Complete by such date. The Project Construction Schedule
and the Target Substantial Completion Date shall each be subject to extension for Force Majeure;
" Tenant Change Requests, any delays caused by weather and material shortages, and the
- satisfaction of the Article 37 Contingencies set orth in the Lease. The Project Construction
" Schedule sets forth dates that are critical ipy¢n rm% the timely and orderly completion of

the/Ehntract Documents.
R “ﬁ@
Notwithstanding anything to the og?@y %‘g
the event .that Landlord fails to réach S

l?'% iately preceding paragraphs, in
of the Project on or before the

Target Substantial Completion Da ect to impose against Landlord the sum
of Six Hundred Sixty Seven and 1 7.00) for each day accruing between the
- Target Substantiai Completion Substantial Completion of the Project (the Non-
Delivery Daily Penalty”), prov@ he Target Substantial Completion Date shall be
extended by one day for each day t Delay. The Non-Delivery Daily Penalty shall be a

one-time penalty against Landlord, shal! be paid by Landlord to Tenant on demand.

. Conversely, if Landlord reaches Substantial Completion of the Project before the Target
.. Substantial Completion Date, then Tenant agrees to pay a premium to Landlord in an amount
equal to thirty percent (30%) of the difference between the Final Project Budget less the actual

- costs of the Project (“Project Premium™). Payment of the Project Premium (if any) shall be

" effected by the addition of the Project Premium to the approved Final Project Budget, and
realized in the calculation of Minimum Rent under Section 2.1 of the Lease. By way of example,
if the Final Project Budget is “x”, and the Project Premium is *“y”, then the adjusted Final Project
Budget shall be *x + y”. “x + y" shall be multiplied by a rental factor of ten percent (10%) to
arrive at the annual Minimum Rent for Year One of the Lease Term under Section 2.1(a} of the

Lease.

If at any time the performance of Landlord’s Work is more than an estimated thirty (30) days
behind such projected completion deadlines set forth in the Project Construction Schedule, due to
reason of Landlord Delays and after adjustment for Force Majeure, Tenant Change Requests,
delays caused by weather or material shortages and satisfaction of the Article 37 Contingencies,

o confidential B . . S
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Tenant shall have the right to order Landlord by written notice to take corrective measures
necessary to expedite the progress of the construction (the “Construction Default Notice™).
Upon receipt of a Construction Default Notice from Tenant, Landlord shail have forty-five (45)
business days to cause the progress of Landiord’s Work to comply with the Project Construction
Schedule, without cost to Tenant. Following such forty-five (45) business day period for cure, if
‘Landlord is not substantially in conformance with the Project Construction Schedule, as
confirmed by an independent architect selected by Landlord and Tenant, Tenant shall have the
right to take any and ail actions or corrective measures to expedite the progress of the

construction at the expense of Landlord.

The term “cormmencement of construction” as used herein shall mean that Landlord has

. contracted with the Project Contractor and given the Project Contractor a notice to proceed with

the construction of the Project and the Project Contractor has mobilized and begun preliminary
site work. . :

L 3.3 Project Design. Landlord shall uitimately cause the Project Architect to prepare,
and deliver fo Tenant (and Landiord) final Construction Drawings and Specifications for the
construction of Landlord’s Work and to comply with any applicable Permitted Exceptions,
. applicable City of Peoria building codes and other ordinances (the “Construction Drawings and
Specifications”). After the preparation and review of progress Design Docurments as set forth in

" Paragraph 3.6 hereof, Landlord shall cause t %bjeg Architect to finalize the Construction

. Drawings and Specifications, which Con&@ . ngs@nd Specifications shall be subject
to Tenant input and review in aocorda@\ Mﬁys Work Letter.

AR . BBtord reserves the right to terminate

is Work Letter. Landlord’s right to

34  Project Architect /"Project
the Project Architect at any time i th
terminate the Project Architect may=be gxgitsed andlord at its sole discretion, for cause or
not for cause. In the event that {dleen tpferminate the Project Architect, Landlord shall
promptly engage other qualified ecHés 3 architectural firm licensed in the State of Nllinois
to serve as the Project Architect, sul@@ 0 the approval of Tenant. In the event that the Project
Architect is terminated for cause by Fandlord, then any delays in cither the Design Schedule or .
 the Project Schedule resulting from their termination, shall not be deemed a Landlord Delay -
under this Work -Letter. Landlord’s contract with the Project Architect shall specify that
-Landlord shall have a License (as defined in Section 8.6 of this Work Letter) to use any Design
Documents or final Construction Drawings and Specifications (and any iteration thereof) even
after removal of the Project Architect froin this Project, in order that Landlord’s substituted
‘Project Architect may move forward with the Project commencing with the Design Documents
or final Construction Drawings and Specifications developed to the date .of the Project

Architect's removal from the Project. -

“For cause” as used in this Section 3.4 shall mean Project Architect’s failure to meet the
Design Schedule set forth in Article 9 or the Project Schedule not due to an Tenant Delay or
Landlord Delay, or a aterial error in either the Design Documents or the Final Construction
Drawings and Specifications, Project Architect’s failure to deliver creative and effective ideas
for reducing the Project cost and for meeting the Preliminary Project Budget, or other material
breach of Project Architect’s contract with Landlord relating to this Project or any other Project
which Landlord may have engaged Project Architect's services.

_boﬁﬁdemia%
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After completion of the Construction Drawings and Specifications, Landlord shall bid the
* construction of the Project to such number of general contractor(s} as it deems reasonable on a
fixed sumn basis (as opposed to cost-plus). The selection of the Project Contractor shall be the
" right of Landlord, subject to the approval of Tenant, which approval shall not be unreasonably

withheld.

_ 3.5  Preliminary Project Budget. Landlord has prepared and presented to Tenant a
Preliminary Project Budget for the Project. The Preliminary Project Budget is attached to the
Lease as Exhibit F (the “Preliminary Project Budget”) and is the target level budget for the
Project desired by Tenant (the “Target Level”). Landlord and Tenant acknowledge and agree
that the Preliminary Project Budget is only a guideline and target for the Project cost and
Landlord does not guarantee that the final price of Landlord’s Work shal] be equal to or less than
© the Preliminary Project Budget. Paragraph3.7 of this Work Letter shall set forth the
‘development of a Final Project Budget. :

3.6 Review / Approval Procedures - Design Documents. The parties agree that
time is of the essence with respect to the response times set forth in the following sentences and
that the deemed approval provisions set forth herein in the event of a failure of either party to
timely respond to any request for review and comment or additional information shail be deemed
approval. Landlord shall use its best efforts to cause the Project Architect to deliver to Tenant
the Design Documents and the Construction Dg @gs and Specifications in accordance with the

Design Schedule set forth in Article 9 of I er and as set forth in this Paragraph 3.6
e provide any comments thereon and

¢sign Documents and Construction
hable technique to show changes

§np®us progress draft delivered to Tenant.

. Drawings and Specifications by

¥;
made to such revision draft as co@@
Tenant shall deliver written notice 0 ti "8t comments on any revised progress draft

of the Design Documents to Lan ithify fivE (5) business days of delivery of each such
revision of the Design Documen egg %r purposes of this Work Letter, any iteration of a

" * progress draft of the drawings an cations shall be referred to herein as the “Design-

" Documents.” Tenant shall deliver W¥itten notice to Landlord and the Project Architect of any
objection to or comments to the Design Documents within five (5) business days of delivery of
the Design Documents to Tenant. :

"-3,7  Final Construction Documents and Specifications. Upon completion of review
and approval of the Design Documents which have been reviewed and approved by both Tenant
and Landlord, Landlord shall, within thirty (30) business days after completion of Design
Document approval, prepare for Tenant a final revised estimated Project Budget based on the
final version of the Design Documents {the “Final Design Budget”). Within five (5) business
days after receipt of the Final Design Budget from Landlord, Tenant shall notify Landlord in
writing of its approval or rejection of the Final Design Budget. In the event that Tenant shall
reject the Final Design Budget, then Landlord and Tenant shall make commercially reasonable
efforts to negotiate a revised Final Design Budget acceptable to both Landlord and Tenant. If the
parties cannot agree upon a revised Final Design Budget within ninety (90) days of Landiord’s
receipt of Tenant’s rejection notice, the Landlord shall have the right but not the obligation to

‘terminate the Project. In the event that Landlord elects to terminate the Project, then:
{a) Landlord and Tenant shall execute a termination of this Work Letter and . the Ledse

: confidontial - . : .
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. 1953066.5 : © Kindreo Heshhgars : ATTACHMENT 2 -
o QLY T GERE : ‘ .




canfidential
Gregory Miller
Kindrea Healhrara
Dec 02, 20148 13:17

Agreement as well as any other agreements executed between them with respect to the Project;
and (b) Tenant shall pay to Landlord Landlord’s Approved Development Costs incurred by
Landlord commencing as of June 2006.  Tenant’s failure to timely approve or reject the Final
Design Budget shall be deemed Tenant's approval of same. If both the progress Design
Documents and the Final Progress Design Budget are approved or deemed approved by Tenant
" and Landlord hereunder, then in accordance with the provisions of Article 9 of this Work Letter,
Landlord shall instruct the Project Arschitect to finalize Construction Documents and
_ Specifications for the Project, based upon the final progress Design Documents, which drawings,
" documents and specifications shall be complete architectural, structural, mechanical, electrical
and plumbing drawings ready for permit submission and general construction in such form and
detail as reasonably required by Landlord (the “Final Construction Documents”), and the Final
Design Budget shall be deemed to be the approved final Project Budget (the “Final Project
_ Budget”) for the purposes herein. Notwithstanding the foregoing, the parties acknowledge that
 the Final Project Budget shall be revised to allow for increased costs of construction associated
" with unforeseen soil conditions related to the Land, including issues related to second generation
" site (e.g., foundation fill) and vacated streets and alleyways.

3.8 Tenant’s Liability for Construction Drawings and Budgets. Tenant’s review

"or approval of Design Documents and Construction Drawings and Specifications or any other
documents relating to Landlord’s Work shall cregte no responsibility or liability on the part of

. Tenant for their completeness, design, sufﬁciq{g@; or gompliance with any laws, rules, orders,
ordinances, directions, regulations or reqy @lcral, state, county or municipal

em@any
authorities. \\ §
thoriti N ,\@& k@

Jobtain all federal, state, and local

&

39  Permits and Apnrggl @%ﬂl&%
licenses, permits and approvals gﬁﬁ% mm@al or non-governmental), required to
perform, occupy and use Landlor %Mﬂﬁﬁl@f}dmary Intended Use of the Project, and
(ii) work together with Tenant t ) Aant“in obtaining any approval from the lllinois
Department of Public Health (if??f%gﬁca@ Ythe Department of Health and Senior Services (if

applicable) or other approvals that @iot related to the construction of Landlord’s Work, but
_required by Tenant to inhabit and opeYate the Project for its Primary Intended Use. ‘

3.10 Tenant Change Requests. Tenant may from time to time request changes in
* previously approved Design Documents or Construction Drawings and Specifications (including
the Building Standards) (herein, a “Tenant Change Request”), subject to the terms and

" conditions of this paragraph. Each Tenant Change Request shall (a) be in writing delivered to

Landlord and (b) be subject to Landlord’s consent. Landlord shall not unreasonably withhold,
_ condition or delay it consent to any Tenant Change Request; however, Landlord shall have no
 obligation to implement any Tenant Change Request which requires the approval of any
municipal authority unless and until Landlord receives such approval and Tenant has paid to
..Landlord the Additional Costs for such Tenant Change Request as provided herein below.
Substantial Completion of the Project and the Target Substantial Completion Date shall be
extended to the extent of any delay caused by a Tenant Change Request.. Any direct, out-of-
pocket Approved Development Costs (as hereinafter defined) incurred by Landlord in
implementing any Tenant Change Request (“Fenant Change Costs”) shall be paid by Tenant
within five (5) days of Landlord approval of a Tenant Change Request. Any Additional Costs
incurred or anticipated to be incurred by Landlord relating to a Landlord approved Tenant
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Change Request shall be paid in the manner provided for in Paragraph 9.2 of this Work Letter.
As used herein, the term Tenant Change Request excludes any objections or comments to
substitutions and/or changes to the Project made or proposed by or on behalf of Landlord that
constitute (x) a change in the quantity, quality, programmatic requirements or other substantial
~ deviation between the Space Program and the progress Design Documents, except to the extent

that requirements of Tenant’s Space Program have been waived or modified by Tenant during
the Design Document review process, or any subsequent progress draft of the Construction
Drawings and Specifications approved by Tenant or-(y)any failure of the iteration of the
Construction Drawings and Specifications to comply with applicabte legal requirements, Project
approvals or other requirements of the Contract Documents, or (z) any errors, omissions or
internal inconsistencies contained within the Construction Drawings and Specifications.

3.11 Substantial Completion / Final Completion of Landlord’s Work. Landlord
. shall provide Tenant with written notice when Landlord believes that Substantial Completion of
Landlord’s Work has been achieved. Such notice shall be accompanied by a list of items (the
. “Punchlist Items”) to be completed or corrected. Promptly following delivery of such notice of
Substantial Completion of Landlord's Work, duly authorized representatives of Landlord and
Tenant shall jointly inspect the Landlord’s Work. The Punchlist shall be subject to review and.
approval by Tenant following such joint inspection. In the event that the parties shall disagree
on whether any item is properly included as pa%of the Punchlist ltems, and the parties are
~ unable to reach agreement thereon within ﬁvq@

" may submit such ‘disagreement to th %\ hitegty for final determination, which

. determination of the Project Architect ; fi*t.andlord and Tenant, The failure to

. include an item on the Punchlist t@@ ot @ ; ﬁl of Landlord to complete all of
Landlord’s Work in accordance with

Nts. Landlord shall complete the
Punchlist Jtems on or before the&fh (30) days after achieving Substantial
Completion of Landlord’s Work; pro

W , that Landlord shall have such additional
time as may reasonably be requi ﬂ@gent eﬁ'orts to complete Punchlist items of a
~ seasonal nature {such as landscapi annot or should not be performed until a later date.
If Landlord shall not compiete all Punch]ist ltems (excluding the foregoing seasonal
related items, however) within such n'ty (30) day period, the date of Substantial Completion of
Landlord’s Work shall be deemed extended by the number of days of such delay, except to the

* . extent that Tenant wrongfully interferes with Landlord in completing such Punchlist Items and

Landlord. shall continue to diligently pursue the completion of Landlord’s Work to Final
Completion of the Work without material interruption. Landlord shall cause Project Architect to
jssue a Certificate of Final Completion of Landlord’s Work after the completion of the Punchlist
* Items and such certificate date shall be the date of “Final Completion” hereunder.

3.12 Assignment of Correction Obligations and Warranties. Following Final
Completion of the Project, Landlord shall assign to Tenant, on a non-exclusive basis, (a) any
.correction obligations or warranties provided by the Project Contractor or any other party on
Landlord’s Work (including, without limitation, Project Contractor’s obligation to timely and
diligently coirect any dcfective or non-conforming work) and (b} all extended warranties for the
- components and equipment included within Landlord’s Work. Landlord shall furthermore assist
“Tenant, at no cost to Landlord, however, in pursuing eny available remedies against the design
and/or construction professionals engaged to design and/or perform Landlord’s Work., Nothing
set fonh in this Section 3. 12 shall affect or Iimit Landlord s obhgatlons to correct defecnve or

mnfvlcm:ah
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nonconforming design or work, at the expense of Landlord, as set forth in Article 8.5 of this

o Work Letter.

_ 3.13 Entry by Tenant Prior to Space Delivery. Tenant and Tenant’s agents,
employees and/or representatives shall have the right to enter onto the Project site from time to
time for the purpose of inspecting the Project and performing the installations of furmiture,
fixtures and equipment to prepare the Project for Tenant’s use and occupancy, provided that such
entry shall not unreasonably interfere with the completion by Landlord or its Project Contractor
of Landlord’s Work at the Project. Tenant and its representatives shall comply with all
reasonable requirements of the Contractor regarding such entry by Tenant prior to Final
Completion of Landlord’s Work. .

3.14 Excluded Costs. The following costs (collectively the “Excluded Costs™) are
currently excluded from the Preliminary Project Budget: (i) costs to construct, re-construct, re-
surface, widen or otherwise improve any public or private roadway abutting the Land that may

- be reéluired by the City of Peoria or other applicable authority in order to obtain either a building

permit or a certificate of occupancy for the Project; (ii) any costs to construct, expand the
capacity of or otherwise improve any water lines, sanitary -sewer lines, lift stations, private

. sapitary sewer plants, off-site or regional detention facilities necessary to serve the Land and the
.to-be-constructed Leased Improvements; and (iii} Tenant’s Work (as defined in Paragraph 9.1
. hereof). Excluded Costs denoted in Paragraph@M 4(i) and (ii} shall be included in the Final

Design Budget and the Final Project Bud

as set forth in the Lease), if apphcable ev

shall be borne and paid for by Te l?é‘gam
ge:

£} AMinimum Rent shall be calculated
%ﬁy denoted in Paragraph 3.14(iii)

dditional Costs as set forth in
Paragraph 9.2 of this Work Letter: clpate that they will be able to
further define and ascertain the im iuded Costs during the design phase of
the Project. Landlord agrees and éc @ andlord shall not approve or incur any

obligations in regards to items 1d ed Costs without the express written approval

of Tenant. Landlord further a dlord shall provide Tenant all information,
documents, or materials in regards otlatlons for any items tdentified as an Excluded Cost
ty

and shall provide Tenant the opportufiity to materially participate in any negotiations in regards
to-any Excluded Cost item.

- 3.15 Landlord Duty to Deliver. Landlord shall deliver the Leased Property to Tenant

g pursuant to the requirements noted in Article 6 of the Lease.

ARTICLE 4.

TENANT OVERSIGHT

4.1 Tenant Oversighf. " Landlord hereby acknowledges and agrees that,

-notwithstanding anything to the contrary: (1) Landlord shall make the site of Landlord’s Work’

available at reasonable times for inspection by Tenant Representative; (2) Landlord shall cause
the Project Architect and/or the Project Contractor to promptly furnish Tenant with any
information, documents and/or materials relating to the Project that Tenant may reasonably

“request and respond in a timely manner to all reasonable inquiries by Tenant Representative;

(3) Landlord shall provide that a monthly project update meeting be held at which the Project

" conkdantial . o . :
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Architect, Project Contractor, Landlord Representative and Tenant Representative are required to

be present; (4) Tenant shall have the right to actively participate in the decision-making process

in regards to any and all material decisions affecting the design and construction of the Leased

Property; and (5) Landlord shall provide Tenant with reasonable prior notice of, and allow

" Tenant or its representatives a reasonable opportunity to attend and participate in, all project
meetings, in addition to the required monthly meetings.

ARTICLE 5
INDEMNIFICATION

To the- fullest extent permitted by law, Landlord shall defend, indemnify and hold
harmless Tenant, Tenant’s representative(s), their respective subsidiary, affiliated and associated
companies, and the directors, officers, shareholders, employees and agents of any of them, and
their respective agents and servants (collectively, “Indemnmified Parties” and singly, an

“Indemnified Party”), and each of them, of and from any and all claims, demands, causes of
action, damages, costs, expenses, losses or liabilities, in law or in equity, of every kind and
nature whatsoever (“Claims™), mc]udlng without limitation, costs of defense, settlement and
attomeys’ fees, attributable to: (a) injury to or death of any person and injury to or destruction of

. or loss of use of property in whole or in part arising out of or resuiting from or related to

performance of Landlord’s Work prior to the Final Completion, which are caused by the
acts or omissions of Landlord, the Proj t@n its ntractor, or anyone directly.or
indirectly employed by them or anyog@?é wh be liable, except to the extent
such death, injury or loss is caused,] In y and all penalties imposed on -

h on account of the violation of any -
¢h\Contractor or subcontractor of Project

caused by an Indemnified Party; and/or
oirom alleged infringement by the Project design
of copyrights, patents or other intellectual property

or alleged against any Indemnifi
law, order, or regulation by L

Contractor except to the extent any zé
andlo

{c) any and all Claims arising out
or any means and methods used b
rights held by others.

: To the fullest extent penm'tted by law, Tenant shall defend, indemnify and hold harmless
Landlord, Landlord’s representative(s), their respective subsidiaries, affiliated and associated
- companies, and the directors, officers, shareholders, employees and agents of any of them, and
their respective agents and servants (collectively, “Indemmified Parties” and singly, an
-“Indemnified Party”), and each of them, of and from any and all claims, demands, causes of
action, damages, costs, expenses, losses or liabilities, in law or in equity, of every kind and
-nature whatsoever (“Claims™), including without limitation, costs of defense, settlement and
" attorneys’ fees, attributable to: (a) injury to or death of any person and injury to or destruction of

~ or loss of use of property in whole or in part arising out of or resulting from or related to
. performance of Tenant’s Work prior to the date of Final Completion, which are caused by the
acts or omissions of Tenant, Tenant’s contractor, its subcontractors, or anyone directly or
indirectly employed by them or anycne for whose acts they may be liable, except to the extent
such death, injury or loss is caused by an Indemnified Party; (b) any and all penalties imposed on
or alleged against any Indemnified Party or Tenant’s Work on account of the violation of any
‘law, order, or regulation by Tenant, Tenant’s contractor or subcontractor of Tenant’s contractor

~ except to the extent any such penalty is caused by an Indemnified Party; and/or (c) any and all

: canfidential - . Lo . N .
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~ Claims arising out of or resulting from alleged infringement by that portion of the Project design
related to Tenant’s Work or any means and methods used by Tenant of copyrights, patents or

 other intellectual property rights held by others.

ARTICLE 6

REQUIRED INSURANCE

Landlord shall carry and maintain at all times during the design and construction of the
Project, and shall cause the Project Architect and the Project Contractor-to maintain at all times
during the design and construction of the Project, and for such longer periods as may be required
. -below, the following types of insurance and minimum coverage amounts written by insurers
. rated by A.M. Best & Co., with a minimum rating of (or equwalent to ) “A,” a financial size
. citegory of not less than "VIII " and are qualified to do business in the State of Illinois:

6.1 Landlord’s Required Insurance.

(a) Workers’ comnpensation insurance in statuto'ry amounts;

o ®) Motor vehicle insurance co ’%%@ , non-owned and hired vehicles for
personal injury in the amount of $1, 00 @ Ie limit for bodily injury and for

property damage;
\

(c) Commercial general liabil
property damage in the amount o -

imit; %’U
e g

(d)  Property mnsurance u@n a bu1lder s risk “all-risk™ or equivalent policy form
in the total value for the entire Pro the site on a replacement cost basis without optlonal

deductibles; and

urrence and $1,000,000.00 aggregate

(e) Umbrella Liability Coverage over Commercial General anblhty and Motor
Veh:cle Insurance in the amount of $1,000,000.00.

6.2 Project Architect’s Required Insurance.

(a) Workers® compensation insurance in statutory amounts and employer’s liability .

insurance in the minimum amount of $100,000.00 each accident, $100 000.00 disease each
employee, and $500,000.00 aggregate disease;

(b)  Commercial general liability coverage for bodily injury, personal injury and
property damage in the amount of §1, 000,000.00 per occurrence and $2,000,000.00 aggregate

. limit; and

* conhdentizl
Gregpy Miiler

Des 02, 20313:!7-

‘@
@@' @f& dlly injury, personal injury and -

T AKl.n:ir.é;})geal‘tht_:are' - “ K ' ATTACHMENT 2 -




" Contractor so as to make it clear

_is secondary. All of the insurance

. 1953066.5

corfidsrtiag
Sregory Malar
Kmdrec: Healthrare
Nec 02 20101317

(c) Professional liability coverage for all professional services relating to the Project
in the minimum amount of $1,000,000.00 per occurrence and $2,000,000.00 aggregate limit.

63 Project Contractor’s Required Insurance.

(a) ‘Workers’ compensation insurance in statutory amounts and employer’s liability
insurance in the amount of $100,000.00 each accident, $100,000.00 disease each employee, and

$500,000.00 aggregate disease;

(b)  Motor vehicle insurance covering owned, non-owned and hired vehicles for
personal injury in the amount of $1,000,000.00 combined single limit for bodily injury and for

. property damage;

(©) Commercial general liability coverage for bodily injury, personal injury and

Iproperty damage in the amount of $2,000,000.00 per occurrence and $2,000,000.00 aggregate

limit; and

(d) Umbrella Liability Coverage over Commercial General Liability and Moftor

_ Vehicle Insurance in the amount of $5,000,000.00.

_ a - 64  Other Requirements Regardin Wequired Insurance. The liability policies
. -required by this Article 6 shall - include @%a gﬂ liability endorsement covering the
indemnification obligations under the é@ DG ‘Q\}"’ ¢®he “other insurance” clause shall
Car y ;
&N

be deleted from each policy of insy 3ftdlordl Project Architect and Project
} kh party’s policy is primary and any

ﬂ@@]e G " z T, 3

) e ) .. .

coverage under any policy or policigs o8 =_s: Fenant or any other additional insured
@@ﬁl] E@ on an occurrence basis, except that

G
professional liability and umbrella lia cp b@written on a claims made basis provided that
such coverages are maintained f@ea@&fk}vﬁng final payment. Tenant, any lender(s) of
Tenant and such other persons W@ by Tenant from time to time shall be named as
additional insureds on all insurance policies required hereunder except workers’ compensation

and professional liability policies. Landlord shall, upon demand, provide Tenant with proof that .

the insurance requirements have been met, which shall be in the form of certificates of insurance

~ (or, at _Te_na:it’_s request, insurance policies) reasonably acceptable to Tenant. Renewal
. : certificates for all policies that expire during the term of the Contract Documents must also be

provided at least thirty (30} days prior to each policy’s respective cxpiration. Nothing in this
clause, or any failure of Landlord to secure the above required coverages or otherwise comply
with the insurance provisions of the Contract Documents, shall modify, limit or expand

. Landlord’s liability or other obligations under the Contract Documents.

ARTICLE 7.

DEVELOPMENT COSTS

7.1 Approved Development Costs.
(a) A portion of the Final Project Budget (and aiso included in the Preliminary

.Project Budget and Final Design Budget submitted to Tenant under Article 3 of this Work
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shall include Landlord’s predevelopment costs, some of which have been incurred by

Landlord prior to the execution of this Work Letter and others which will be incurred by

Landlord after the execution of this Work Letter,

As used herein, the term “Approved Development Costs” shail collectively include the

pre-execution development costs and the followmg expenses incurred after the Effective Date of

" the Lease:

(i) the actual out-of-pocket costs and expenses actually incurred and paid by
Landlord to unaffiliated third parties in acquiring, designing, obtaining required permits
and approvals for and constructing the Project and otherwise complying with this ‘Work
Letter, including, but not limited to costs incurred with the Project Archltect, civil

- engmeers mechanical engineers, surveyors and counsel;

(i)  the actual out-of-pocket costs and expenses actually 1ncuned and paid by

'Landiord in connection with the acquisition and closing on the Land, including but not

limited to non-refundable and eamed earnest money or other non-refundable and earned
monies (whether applicable to the purchase price or not) required to be expended by
Landlord in connection with the closing on such Land, surveying costs, costs of
environmental reports acquired in connegtion with the closing on the Land, costs of

" owner’s policy of title insurance and rdor ements thereto required by Landlord or

. the Facility Mortgagee, costs
endorsements thereto required H%\

jcy of title insurance and any
escrow fees, preparation of tax
Land, and other closing costs

certificates, costs of counse ed tgt%:c ac
related to the acquisition o

{(iii) copy charg e@%&: reasonable travel expenditures of
Landlord and Landlord’s t&the Project and other similar charges that are
directly attributable to thi _]e e performance by Landlord of Landlord’s Work
hereunder; .

(iv) anyloan comnutment fees, points and other charges incurred by Landlord

in connection with the financing of the Project, such fees to be justified by current market

.. " conditions and the quality of the underlying credit, other than interest charges on any -

- principal balance outstanding on any loan or loans entered into by Landlord in order to

~“finance the acquisition of the Land and Landlord’s Work hereunder, but only to the
extent that such charges have been earned and are owed to its Facility Mortgagee;

- 19530665

(v)  amounts (including without limitation salaries, benefits or fees} paid to or
incurred by Landlord (any affiliate of Landlord or any director, officer, member,
shareholder or employees of Landlord or any affiliate of Landlord) that are directly
attributable to the Project and/or relate to pay periods occurring since June of 2006.

(vi)  Landlord’s construction principal and interest payments to finance the
Project, but only to the extent such charges have been earned by and are owed to the .
Facility Mortgagee. :
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(b)  Notwithstanding anything to the contrary, the term Approved Development Costs
shall not include:

i) Costs resulting from the negligence, willful misconduct or breach of this
Work Letter by Landlord or its design and/or construction professionals (including,
without limitation, costs of correcting defective or nonconforming work, disposal and
replacement of materials and equipment incorrectly ordered or supplied, and correcting
damage to property not forming part of the work);

- (ii) Costs of self-insured losses (é.g.,' losses within the deductible limits),

(iii)  Any and all development fees or lost profits of Landlord, any affiliate of
- Landlord or any director, officer, member, shareholder or employee of Landlord or any
affiliate of Landlord resulting from the cancellation of the Lease.

ARTICLE 8.

MISCELLANEOUS

' 8.1  Permits, Fees and Compliance with Law. Landlord shall secure all permits,
. licenses and inspections necessary for the e@&mn and completion of Landlord’s Work..
.Landlord shall comply with the terms of l icenses and with all federal, state
-and municipal laws, statutes, ordman @f‘?ﬁ;ﬂand regulations applicable to

- Landlord’s Work. @ @ %
- As-Built Documen@ a}&@rowde to Tenant at the canclusion of
) Landlord’s Work As-Built drawing

: 83  Construction Pro es, @%etween Landlord and Tenant, Landlord shall be
solely responsible for and have cont@ construction means, methods, techniques, sequences
and procedures, and for coordinating ¥} portions of La.ndlord’s Work.

" 8.4  Liens. In the event that any direct or indirect contractor, subcontractor, supplier
or any other party providing labor or materials related to Landlord’s Work establishes a lien
. against the Project and/or the Project site, Landlord shall, within ninety (90) days of receipt of

notice from Tenant regarding such lien, cause the lien to be discharged (either by obtaining and
" recording a lien discharge bond from a surety and in a form acceptable to Tenant or otherwise) at
no cost to Tenant. Landlord agrees to indemnify and hold harmless Tenant from all costs and
expenses incurred by Tenant in connection with such liens. Tenant likewise agrees to hold
Landlord harmiess from and against any mechanics or materialmen’s liens imposed upon the
Leased Property, or Tenant’s interests in the Leased Property relating to any work performed by
" Tenant in connection with the Project, such as the matters set forth in Paragraph 9.2 of the Lease.

8.5 Landlord’s Duty to Correct Defective Work. Landlord shall promptly cormrect
defective or nonconforming design or work after written request from Tepant delivered to
Landlord no Iater than twelve (12) months after the date of Final Completion. Landlord shall
also bear the cost of correcting destroyed or damaged property caused by defective or
" nonconforming design or work. Nothing contained in this paragraph shall be construed to -

. confidentat N . '
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establish a period of limitation with respect to obligations which Landlord may have under the
Lease. other than the specific obligation of Landlord to promptly cormrect defective or
‘nonconforming design or Work contained in this Paragraph. After such twelve (12) month
. warranty period, Landlord agrees to use commercially reasonable efforts to pursue any claim for
defective or nonconforming design or work.

8.6  License for Design Documents. Tenant is hereby granted an irrevocable, duty-
free license (the “License™) to obtain and retain copies, including reproducible copies and copies
of computer disks or other computer memory storage devices (e.g., CADD files), of all Design
Documents, Construction Drawings and Specifications and other design documents prepared by
Project Architect for information and reference in connection with the construction,
reconstruction, renovation, repair, maintenance, marketing, use and occupancy of the Project.

" The License shall be transferable to any Permitted Assignee or Permitted Transferee of Tenant
under Article 22 of the Lease. At or prior to Substantial Completion of the Project, Landlord
shall cause the Project Architect and any other party providing design services to deliver
instruments in form and substance satisfactory to Tenant confirming the grant to Tenant of the
License. The Project Architect shall not be responsible for changes made in the final Contract
Documents or other documents prepared by the Project Architect by anyone other than the
‘Project Architect or its consultants, or for Tenant’s use of the final Contract Documents or other
documents prepared by the Project Architect m ut the participation of the Project Architect.
Project Architect’s contract or agreement ord shail spec1ﬁca1]y contemplate the

granting to both Tenant and Landlord é@ L t&@ set @h above in connection with the
" Project. /& :

o
8.7 Scope of Prmect@r%ﬁ;@ﬁi?@ %—w Project Architect shall, with
Landlord’s and Tenant’s cooperatigifanid a@ ance kset forth in this Work Letter, furmsh all
services necessary for the preparation ef‘gS)Documents and the Construction Drawings
.and Specifications relating to La@ dlcand secure such approvals as may, by reason of
the nature of the Leased Improvementsg

required from any governmental autiio};

: 8.8 Capitahzed Terms. All capitalized terms used, but not defined herein, shall have
the meaning given them in the Lease Agreement to which this Work Letter is attached as

' Exhlblt D..
ARTICLE 9.

SCHEDULE

: 9.1  Design Development Schedule. Pursuant to the schedule set forth in this
_Article 9, ail plans and drawings for the Leased Improvements shall be prepared as follows:

(a) Tenant shall furnish to Project Architect, Tenant’s space, equipment, and other
' special requirements known as (“Space Program”). Tenant shall meet with Project Architect
and Landlord’s Representative to create the Space Program design. The Project Architect shall
prepare the written Space Program and submit the same to Landlord and Tenant for review.
Tenant shall make any objections, comments or revisions to said written Space Program.

ronfdemis: P o .
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{(b)  Landiord shall cause the Project Architect to prepare from the approved Space
Program draft Design Documents sufficient to convey the architectural design and intended use
of the to-be-constructed -Leased Improvements within ten (10) business days after finalization of
the Tenant Space Program in 9.1(a) above. Tenant and Landlord shall review and provide

" comments to the Design Documents within ten (10) business days of receipt from the Project

Architect and/or Landlord’s Representative. Tenant and Landiord shall, at either of their request,

"meet with the Project Architect to review the Design Documents and provide informal input

regarding such Design Document’s impact upon the Preliminary Project Budget. Landlord shall
approve the Design Documents on or before the conclusion of said ten (10) business day period.

(c) Tenant shall cause any and all of Tenant’s special consultants to consult with the

Project Architect and engineers within ten (10) business days after the date on which the Design
Documents are approved by Landlord in order to prepare Tenant’s complete architectural,

* structural, electrical, mechanical and plumbing drawings necessary for any and all portions of the

completed Project.

It shall be Tenant’s sole responsibility and work to contract with independent companies
or consultants to provide interior design services and to provide and install any and all internal
data, telecommunications (television, wireless, satellite, etc.) and/or security systems or other
special utility facilities for the Leased Property, al miture trade fixtures and equipment related
to the operation of the Project for its Primary (mc]udmg, but not himited to medical,
food service, exercise and rehabilitatio

. % artmons and/or curtains and the
like), exterior and interior identiﬁclﬁ@or ' e or graphics relating to the

Project’s Primary Intended Use : hcs or chemicals related to any
pool, spa and/or sauna to be cons d’s Work (collectively “Tenant’s
Work™). To the extent that ar@ It @ 'S Work requires specific design or
construction features in Landlord’s @ A thé% enant shall provide such information to
Landlord and the Project Archjtec@nco@gaﬁon into the Design Documents.

The Construction Drawings @beciﬁcations shall be in such form and in such detail as
may be reasonably required by Landlord and provided to Tenant within thirty (30) business days

. from finally approved Design Documents. The Construction Drawings and Specifications shall

be reviewed by Tenant and Tenant shall provide any objections and/or comments thereto within

" five (5) business days of receipt. If Tenant disapproves of any portion of the Construction.
. Drawings and Specifications, Tenant shall advise Landlord in writing of such necessary revisions
" and the reasons therefor. Tenant’s failure, if any, to respond with any comments to the submitted
~.Construction Drawings and Specifications within said five (5) business day period shall
constitute Tenant’s approval of same. For any Tenant Change Requests that Tenant desires to
make to the Construction Drawings and Specifications issued by the Project Architect, Tenant

will assume all Additional Costs (as defined in Paragraph 9.2 of this Work Letter) therefor. With
respect to corrections to the Construction Drawings and Specifications that do not constitute a
Tenant Change Request as defined in Paragraph 3.10 hereof, or a Landlord required change to
the Construction Drawings and Specifications, Landlord shall then cause the Project Architect to
revise the Construction Drawings and Specifications accordingly within five (5) business days
and then to resubmit the revised Construction Drawings and Specifications to Landlord, Tenant
and, if instructed to do so, to Tenant’s special consultants for their review and comment. Tenant,

'its_ consultants (if applicable) and Landlord, shall review such revised Construction Drawings
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" and Specifications and provide any objections, corrections or comments to same within five (5)
business days after revised Construction Drawings and Specifications are delivered to them. .

9.2 Changes in the Final Construction Documents and Tenant Required

- Changes. Subject to the limitations on Tenant regarding changes set forth in Paragraph 9.4

below, if a Tenant Change Request requires any changes to the Construction Drawings and
Specifications (or any previously approved revision thereto or supplement thereof), then the
increased costs (if any) of Landlord’s Work caused by such changes shall be bomme by Tenant.
Any increased costs shall include, without limitation, all architectural, engineering and
. consulting design fees and expenses in connection therewith in addition to any govemmental
 fees, which may be additionally imposed and costs associated with delays in construction of the
~Leased Improvements and Landlord’s. Work caused by such change(s), and the incremental
- additional hard construction costs associated with the performance and implementation of such
change into Landlord’s Work (“Additional Costs”). '

9.3 . Changes in the Final Construction Documents and Required Landiord

Approval. Subject to the limitations on Tenant regarding changes set forth in Paragraph 9.4

below, any Tenant Change Request to the Construction Drawings and Specifications requested
by Tenant shall require Landlord’s approval, which may be conditioned or withheld, but not
delayed. Such decision shall be provided within ‘i;%e (5) business days of such request.

. (a) All Additional Costs @1%@ ag@enant Change Request to the
Construction Drawings and Speciﬁc@ % ¢ @%ﬁ nge Costs”) shall be paid by
t's demand for such change to

Tenant to Landlord in cash within ¢40 S oflie
the Construction Drawings and Specifi éﬁ‘?‘?“ s fjtdre to pay the Tenant Change Costs
{ h lord to stop the design process and/or

within the foregoing required peribd)

Landlord’s Work, as applicable until § aid to Landlord in full, and such cessation
of the design process or Landlord, s deemed a Tenant Delay. Landlord shall not be
required to “finance” any of the Tenant. Change Costs or to roll such Tenant Change Costs into
-~ the calculation of Minimum Rent sétJx in the Lease, but Landlord and Tenant may mutually

(=)

.agree that Landlord shall finance certain Tenant Change Costs. If, pursuant to such mutual - -

agreement, Landlord does finance certain Tenant Change Costs, the Final Project Budget shall be
-altered as agreed upon by the parties to include such Landlord financed Tenant Change Costs,
with due revision to the Minimum Rent, '

- 9.4 Certain Limitations. Tenant shall not include in its Tenant Change Requests to
the final Construction Drawings and Specifications, and Landlord shall have no obligation to
agree to any Tenant Change Request that will: ‘

® be incompatible with the design, construction or equipment of the building and/or
with the Project Improvements; ' .

(i)  are of inferior quality than that of the Building Standards;

(iii)  violate any applicable laws, ordinances and/or the rules and regulations of any
governmental authority having jurisdiction; or ' :
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(iv)  violate any applicable insurance regulations, including but not limited to any such
regulation for a fire resistive Class A building.

9.5 Construction

{a)  The Project Contractor will competitively bid each construction trade activity.

(b)  The following schedule summarizes the time periods for response and review
which may also be set forth in other provision of this Work Letter. To the extent there is any
conflict between the periods set forth in this Paragraph 9.5(b) and other review and response
periods set forth in this Work Letter, then such other provisions shall control over this
" Paragraph 9.5. This subparagraph is set forth purely for the convenience of the parties hereto,
and is not binding upon the parties hereto. Reference to days herein is to Business Days.

Action Resgonsibiligg Time for Review and Response
 Tenant Required Additional Tenant ' 5days
‘Information : \ ‘
- @
-Incorporated Tenant Additional Lapdft ch! @ ﬁ@’ 5 days

- lnfonnalion : @@

' @
Tenant review of Incorporated @%ﬂ%@ @QN 5 days
Tenant additional Information @©® @%‘ -

e
Tenant Signoff Approval of %am 5 days
' Schematic Floor Plan & Elevation A o
. Tenants Special Consultant Analysis Tenant o  5days -
- (Medical, Food Service, IT/Data) '
Delivery of Final Construction Landlord/Architect , . 5 days
Documents ’
Delivery of written notice review/ Tenant ' 5 days
comments to receipt of Final
the Final Construction Documents
. canfideniial . - : : :
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Re-delivery of final Construction Landlord/Architect 5 days

Documents (if necessary) ;
- i

" Delivery of written notice of Change  Tenant 5 days
or corrections approved after review
of any revised final Construction

Documents

. Submit Documents to the City of Landlord/Architect ~ 5days

Peoﬁ'a'fo,r approval

" Total design period: 50 Business Days \

o @\@

96 Tenant Delay. The as used herein, shall mean and be

defined as any actuai delay exp@hwé%)' the Project Architect or the Project
Contractor and its subcontractors in &i omplenng any Landlord’s Work; including

but not limited to:
@

(a) Tenant’s failure to co %te any action or item on or before the due date which is :
the responsibility of Tenant; _ x

A (b)  Tenant’s changes to Constmchon Drawings and Specifications after Landlord’s
, approval of same; _

{c) Tenant’s request for materials, finishes, or installations other than Building
Standard items which require lead times greater than required for Building Standard items, which .
requests Landlord has approved under Paragraph 3.10 hereof; : : '

(d)  Any delay of Tenant in making payment to Landlord pursuant to Paragraph 9.2 A -
for Tenant’s Change Cost, :

(&)  Any act, or failure to act by Tenant, Tenant's Representative and/or any other
person performing or required to perform services on behalf of Tenant causing delay beyond the
originally scheduled time periods agreed in this Work Letter or between Landlord and Tenant;
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4] Any delay due to Tenant Change Requests to the Construction Drawings and
Specifications; :

- (2)  Any delay due to untimely responses to Design Documents or the Construction
. Drawings and Specifications by Tenant's special consultants causing delay beyond the originally
scheduled time periods agreed in this Work Letter or between Landlord and Tenant.

9.7  Landlord Delay. ‘The term “Landlord Delay” shall mean and be defined as
delay in the completion of Landlord’s Work that is caused by Landlord, its agents or contractors,

‘including without himitation:

(a) Failure to furnish any approval in a timely manner, per the agreed-to schedule in
Article 3 hereof not caused by Tenant; . -

) Interference with access or work of Tenant or Tenant’s contractors after Tenant
has received Landlord’s approval for access to the Project premises;

(¢) Failure to cooperate with Tenant’s contractors, or governmental permitting and
inspecting authorities; or

(d)  Failure to perform any work of %c any action upon whiéh Tenant’s wbrk is

, | dependent. : N
] . %@®@ o%\@ Q@ )
9.8 Effect of Tenant and 3 t( 5 Substantial Comp
Commencement of Rent. Each d@\ oJBY shafiyielay the date by which Substantial

Completion of Landlord’s Work is @ Y Ahe n@f of days of Landlord Delay and thus
delays the Commencement Date o L r@% e commencement of Rent thereunder).
egt onthe

- Each day of Tenant Delay shall have ¢ date of scheduled or projected substantial
completion of Landlord’s Work ( : orﬂ@kﬂe Project Construction Schedule attached hereto

- as Exhibit “H”"} and shall not effe dldy of the Commencement Date of the Lease (and the
- commencement of Rent thereunder).

letion and

'[End of Work Letter]
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EXBIBIT E
SUBORDINATION, NON-DISTURBANCE AND ATTORNMENT AGREEMENT

This SUBORDINATION, NON-DISTURBANCE AND ATTORNMENT  AGREEMENT
(“Agreement”) is made and entered into as of the 21st day of December, 2007, by and among
National City Bank, a national banking association (“Beneficiary™), Cullinan Medical 1, LLC, an
NMlinois limited liability company (“Landlord”), and Greater Peoria Specialty Hospltal LLC, a
Delaware limited liability company (“Tenant”).

WITNESSETH:

WHEREAS, Beneficiary is now the owner and holder of that certain Promissory Note
 (“Note”) dated December 14, 2007, in the principal sum of EIGHTEEN MILLION NINE
" HUNDRED THOUSAND AND 00/100 DOLLARS ($18,900,000.00), secured by a first priority
‘Mortgage, Security Agreement, Assignment of Leases and Rents and Fixture Filing Statement
(“Mortgage™), dated as of December 14, 2007, to or for the benefit of Beneficiary, recorded on
December 21, 2007 as Document 07-40824 (Mortgage and Security Agreement), Document (7-
40825 (Assignment of Rents and Leases), and Document 16997 (UCC Financing Statement) of
 the Real Property Records, County of Peoria, State of Iflinois, which Mortgage constitutes a lien
or encumbrance on the real property described if\Exhibit A attached hereto and incorporated
herein for all purposes, together with all imprqy nts, @purtenances, other properties (whether

" real or personal), rights and interests des%@ @ ' ‘Property”), and
WHEREAS, Tenant is the hol@ a %@m[}\d to a the Property (the property
which is the subject of such leasehold

the Property, being referred to as th§¢ em'
[Lease] (“Lease™) dated

Fenant’s appurtenant easements in
F ), pursuant to the terms of that certain
d executed by Tenant and Landlord; and

WHEREAS, Tenant, Landlorgs&

é@n%imary desire to confirm their understandings with
" respect to the Lease and the Mortgag () '

Now, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the parties hereto agree and covenant as follows: :

1. | Non-Disturbance by Beneficiary. So long as Tenant is not in default (beyond any
* period given Tenant to cure such default) in the payment of rent or in the performance of any of
the terms, covenants or conditions of the Lease on Tenant’s part to be performed as would entitle
Landlord to terminate the Lease, Tenant’s possession and occupancy of the Demised Premises
shall not be interfered with or disturbed by Beneficiary during the term of the Lease or any

~ . extension thereof duly exercised by Tenant. Beneficiary shall not include Tenant in any

foreclosure proceeding involving the Demised Premises, unless required by applicable state law
for Beneficiary to accomplish the foreclosure and then not to interfere with or diminish Tenant’s

- rights under said Lease or disturb Tenant’s possession.

2. Attornment by Tenant. If the interests of Landlord in and to the Demised Premises
are owned by Beneficiary by reason of judicial foreclosure, private trustee sale or other .

confidrntial
Grelory Miiter

hlnqréo Hmld{uare ) ATTACI—IMENT2 :
Dee JZ/ SR 17 ) . . :




e i et W e ekt £ A e aahe w4 b

confidentiai
Gregory Miller
Kindren Haalthcare
Dec 02, 20101317

procecdings brought by it or by any other manner, including, but not limited to, Beneficiary’s
exercise of its rights under any collateral assignment(s) of leases and tents, and Beneficiary
succeeds to the interest of the Landlord under the Lease, Tenant shall be bound to Beneficiary
under all of the terms, covenants and conditions of the Lease for the balance of the term thereof
remaining and any extension thereof duly exercised by Tenant with the same force and effect as

. if Beneficiary were the Landlord under the Lease. Tenant does hereby attorn to Beneficiary, as

its Landlord, said attormment to be effective and self-operative, without the execution of any
further instruments on the part of any of the parties hereto, immediately upon Beneficiary’s
succeeding to the interest of the Landlord under the Lease. Landlord hereby authorizes and
directs Tenant to deliver payment to Beneficiary upon receipt of written notice and shall
indemnify and hold Tenant harmless from any loss, cost, expense or claim incurred by Tenant in
connection with its compliance with this provision. The respective rights and obligations of
Tenant and Beneficiary upon such attornment, to the extent of the then remaining balance of the
term of the Lease and any such extension, shall be and are the same as now set forth therein, it
being the intention of the parties hereto for this purpose to incorporate the Lease in this
Agreement by reférence, with the same force and effect as if set forth at length herein.

3. Beneficiary Bound by Terms of Lease. If Beneficiary shall succeed to the interest
of Landlord under the Lease, Beneficiary shall be bound to Tenant under all of the terms,
covenants and conditions of the Lease. Notwithstanding the foregoing, Beneficiary shall not in
any event have any liability for any default by dlord under the Lease occurring prior to the
date on which Beneficiary shall have succe e ights of Landlord under the Lease.

4, Subordination of Leas @%‘w@ @&‘ this Agreement (inchuding, but

not limited to, those in Paragrap s right, title and interest in and

to the Demised Premises, are an %@d § matc to the Mortgage and the lien
thereof, to all the terms, condit} the Mortgage and to each and every
advance made or hereafler ma ﬁ?&ge and to all renewals, modifications,
consolidations, replacements, su @]@ tensions of the Mortgage, so that at all times
the Mortgage shall be and remaik% Demised Premises prior and superior to the Lease

for all purposes.

5. Notice. Notwithstandmg anything to the contrary contained in the Lease, Tenant
hereby agrees that in the event of any act, omission or default by Landlord or Landlord’s agents,
employees, contractors, licensees or invitees which would give Tenant the right, either
immediately or after the lapse of a period of time, to terminate the Lease, or to claim & partial or
total eviction, or to reduce the rent payable thereunder.or credit or offset any amounts against
future rents payable thereunder, Tenant will not exercise any such right until it has.given written
notice of such act, omission or defauit to Beneficiary by delivering notice of such act, omission
or default, by certified or registered mail, addressed to Beneficiary at Beneﬁclary s address as
given hereby or at the last address of Beneficiary furnished to Tenant in writing, and (i) in the
case of any such act, omission or default that can be cured by the payment of money, until sixty
(60) days shall have elapsed following the giving of such notice or (ii) in the case of any other
such act, omission or default, until a reasonable period for remedying such act, omission or
default shall have elapsed following the giving of such notice and following the time when
Beneficiary shail have become entitled under the Mortgage to remedy the same, including such
time as may be necessary to acquire possession of the Demised Premises if possession is

2
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~ necessary to effect such cure, provided Beneficiary, with reasonable diligence, shall {a) pursue

such remedies as are available to it under the Mortgage so as to be able to remedy the act,
omission or default, and (b} thereafter shall have commenced and continued to remedy such act,
omission or default or cause the same to be remedied. Tenant shall also give a copy of any such
notice hereunder to any successor to Beneficiary’s interest under the Mortgage, provided that
Beneficiary or such successor notifies Tenant of the name and address of the party Tenant is to
rotify. Beneficiary’s cure of Landlord’s default shall not be considered an assumptlon by
Beneficiary of Landlord’s other obligations under the Lease. If in curing any such act, omission
or default, Beneficiary requires access to the Demised Premises to effect such cure, Tenant shall
provide access to the Demised Premises to Beneficiary as required by Beneficiary to effect such
cure at all reasonable times. Urless Beneficiary otherwise agrees in writing, Landlord shall
remain solely Hable to perform Landlord’s obligations under the Lease (but only to the extent
required by and subject to the limitation included with the Lease), both before and after
Beneficiary’s exercise of any right or remedy under this Agreement. If Beneficiary or any
© successor or assign becomes obligated to perform as Landlord under the Lease, such person or
entity shall be released from those obligations when such person or entity assigns, sells or
otherwise transfers its interest in the Demised Premises. .

6. Successors of Beneficiary Also Included. The term “Beneficiary” shall be deemed
to include the Beneficiary stated hereinabove and any of its successors .and assigns, including
anyone who shall have succeeded to Landlord’s st by, through or under judicial foreclosure
- or private trustee’s sale or other proceeding %ﬁ uant to the Mortgage, or deed in lieu of
such foreclosure or proceedings, or oﬂ% \

7. Beneficiary Not Lidble. @@ @1 ggf@epament of rent or additional

rent due under the Lease of mo: and no amendment, modification,

surrender or cancellation of the L@e, ) éh\ P consent by Landlord under the terms of

the Lease, shall be binding upon GnstBeheficiary, as holder of the Mortgage and as

* Landlord under the Lease if it @@t position, unless consented to in writing by
Beneficiary, @ ,

8. Beneficiary Consen@ Tenant agrees that.(a) the Lease cannot be amended or
modified nor shall have any of its terms been waived or consented to by the Landlord, (b) Tenant
and Landlord may not terminate, cancel or surrender the term of the Lease, except as expressly
permitted by the provisions of the Lease, and (c) Tenant shall not pay any rent for more than the
~ month in advance of the date when due, unless in each case Beneficiary’s prior written consent

. shall have been obtained.

9. No Modification. This Agreement may not be modified orally or it any manner
other than by an agreement, in writing, signed by the parties hereto and their respective
successors in interest. This Agreement shall inure to the benefit of and be binding upon the
parties hereto, their respective successors and assigns.

10.  Counterparts. To facilitate execunon this Agreement may be executed in as
many counterparts as may be convenient or required. It shall not be necessary that the signature
and acknowledgment of, or on behalf of, each party, or that the signature and acknowledgment of
all persons required to bind any party, appear on each counterpart. All counterparts shall

3
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collectively constitute a single instrument. It shall not be necessary in making proof of this
Agreement to produce or account for more than a single counterpart containing the respective
signatures and acknowledgment of, or on behalf of, each of the parties hereto. Any signature and
acknowledgment page to any counterpart may be detached from such counterpart without
impairing the legal effect of the signatures and acknowledgments thereon and thereafter attached
to another counterpart identical thereto except having: attached to it additional signature and
acknowledgment pages.

11.  Notices. Ali notices or other communications required or permitted to be given
pursuant to the provisions hercof shall be in writing and shall be deemed served and given at the
time of (i) deposit in a depository receptacle under the care and custody of the United States
Postal Service, properly addressed to the designated address of the addressee as set forth below,
postage prepaid, registered or certified mail with return receipt requested or (ii) delivery to the
designated address of the addressee set forth below by a third party commercial delivery service.
Notice given in any other manner shall be effective only if and when received by the addressee.
For purposes of notices, the addresses of the parties shall be as follows:

If to the Beneficiary: National City Bank
_ Attn: Michael Zeller

301 S.W. Adams Street

. Peoria, IL, &602 1500

Tenant: &m@@%ﬁ%@b al

Landlord: \%[} 1, LLC
@ q treet, Suite 700
e@ 61602
Any party shall have the right to c e its address for notice hereunder to any other location
within the continental United States by nofice to the other parties of such new address at {east
thirty (30) days prior to the effective date of such new address.

12.  No Merger of Estates. 1t is the express intention of Landlord and Tenant that the
acquisition by either party of the right, title, interest and estate of the other party in and to the
Leased Premises shall not result in termination or cancellation of the Lease by operation of the
principle of merger of estates or otherwise, notwithstanding any applicable law to the contrary; -
provided, however, that in the ¢vent Tenant acquires the right, title, interest and estate of
Landlord in and to the Demised Premises, whether pursuant to any purchase option or right of
first refusal granted in the Lease or otherwise, if either (i) the indebtedness secured by the
Mortgage is satisfied or (ii) Tenant assumes or unconditionally guarantees the indebtedness

- secured by the Mortgage (on a recourse basis), then in such event the estates of Landlord and

Tenant in and to the Demised Premises shall merge and the Lease will be extinguished.

4
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and

year first above written.

BENEFICIARY:

. NATIONAL CITY BANK, a national banking

association

By.’
Name: _[VIce b ]

N Zelle s

Title: \

LANDLORD;

Cullinan Medical 1, LLC, an Iiinois limited

liability company

By:

Greater Peoria Specialty Hospital, LLC, a Delaware
limited liability company

Name:

Title:

5
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and
year first above written.

BENEFICIARY:

NATIONAL CITY BANK, a national banking
association

By:
Name:
Titie:

LANDLORD:

Cullinan Medical 1, LLC, an Illinois limited
liability company

By: Cullinan Companies L.L.C., an Illinois limited

liabilily company
@@é &%’% g@ﬂ

© Greater Peoria Specialty Hospital, LLC, a Delaware
. limited liability company

By: ?\{n br/gJV—

. Name:_ KURT J. SEHULTE
Title: _ CHAMTPELSEM

:ccnf dentiai
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‘—‘—'/
STATEOF __ _L//"0/5 )

)
COUNTY OF __ Y*orio. )

This instrument was acknowledged before me on the <</ day of
December , 2007 by 7 lchacl/ B Zler | the Sr. Vice “Fresdes of
National City Bank, a national banking association, on behalf of said National City Bank.

.................... e 2. (L
§ OFFICIAL SEAL ' Notary Public, State of __(
$ LYNN M COX ER—
C'S Y PUBLIC - STATE OF ILLINCIS
[
$

PO

STATE OF 77 /vy 2

COUNTY OF ael)
. oé\\
was g _ B ¢ on the &fQ day of

This instrument
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STATE OF Z’[ ng; )
)

COUNTY OF &3% %WJ )

I, %@éﬁﬂm_, a Notary Public i for said County, in the State
aforesaid, do héfeby certify that ééﬁﬁ; éjc &E[&(%g , Dersonally
- known to mgto beﬁz’same person whose name is subScribed to the forégoing instrument as the
% AU of Greater Peoria Specialty Hospital, a

Delaware limited fiability company, appeared before me this day in person and acknowledged
that he/she signed, sealed and delivered the same instrument as his/her free and voluntary act, for

the uses and purposes therein set forth
&m D, 4 Jee

Notary Public, $tate of
(SEAL) My commission expires: 05

S Pffy,  BETTY D.CAMMARA':

':‘:Q:’.Notaw.f‘:': St. Louis County

Za% Seal ‘o My Commission Exphe:
o NI .
2 gf February 23, 200¢
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EXHIBIT F-PRELIMINARY PROJECT BUDGET

L 1953066.5

Dec 02: 2 °o1£P3 17 -

weieerl
A ] B c D E W
1
| 2 | .
Ex LTACH
| 4] Southtown
5 | 12512007
L8] Square Fest 56,345
7 _
. z Description/Month Amount
1.10] Land {8 acres at $4.00 psf) $ 1,045440
Kt Loan Foe $ 37,800
- 112 Reimbursement of RHB 5 168,404
13 Legal, Tile, Closing & Misc. $ 150,600
14 Development Overhoad $ . 250,000
(151 RCC Contingency 3 .
3 AE $ 1,200,000
17 | Brick Exterior — Modular $ .
| 18] 'ATAT Cable Relocation $ 60,000
18 Pad Prep \ $ -
20 Ulifties, Intluding San Sewr Refo ° $ -
21} Paving/Landcaping @ﬁ $ -
22 Bultding Shefs \ Q@
(23] RCC 50% Drawings Su @ $.4 13,655, 000
124 COwner Contingency 1,250,000
25 @ng@ %LWW
26 @ %\ @ Ay 100.00%
27
(78] Intorest @ﬁ @ @N 3 881,036
[25] And Additlonal Carrying c::&@ % $ 146250
30
31] Cumulative Debt Bn@@ @QL’
32 | Equity/Mezz -
[33] : @ § 18,843,830
| 34 .
35 '
38 | [Rent Caiculation E _ 10%
N Eld Annual Rent 1% 1,084,393
138 Annual Rent PSF 1- 5 $ 2344
39 Years 6 - 10 o $ 36.79
[ 40 | Years 11 - 15 ' ' % 40.47
L4 Option 16 - 20 3 44.69
| 42 Option 21 - 25 s 48,97
[ 43 | Option 26 - 30 5 53.86
44 Option 31 - 35 $ £9.25
5
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EXHIBIT G

BUILDING STANDARDS

Because an accurate and complete set of Building Standards relating to the Leased
Improvements, Fixtures and Personal Property cannot be completed until the completion of the
‘design process and preparation of the final Construction Drawings and Specifications, Landlord
and Tenant agree that afier the completion of the'final Construction Drawings and Specifications,
they shall amend this Lease to attach a new Exhibit G, Building Standards. Such Building
Standards shall be subject to the approval of Landlord and Tenant. The form of the Buildings

Standards will be similar to that which is noted below:

Project Architect:

~ NAME
ADDRESS.
CITY, STATE ZIP

Plans and Specifications for:

TENANT
Project #

Issued for Construction Drawmgs an 1q
"~ future addendums and modlﬁcatm
" afler commencement of cons
Fixed Equnpment or Personal Propen:%
R @*\@é @%1
o o

@@

'coni’ldor‘.tiai
Gragarydiller
T ’ . . : !<.nd|’60qq
19530665 - T 0 Den02 016,3:17
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EXHIBIT H
PROJECT SCHEDULE

Because an accurate Project Schedule relating to achieving various completion of various
portions of the construction and installation, Leased Improvements and Fixtures cannot be
completed until the completion of the design process and preparation of the final Construction
Drawings and Specifications, Landlord and Tenant agree that after the completion of the final
Construction Drawings and Specifications, they shall amend this Lease to attach a new
Exhibit H, Project Schedule to be provided by Landlord. The form of the Project Schedule will
be similar to that which is noted below:

.Description / Item " Time Frame to Complete Item
1. Contractor Notice to Proceed - Business Days following closing on Project
‘ : Financing
2. Civil Work Business Days following Notice to Proceed
3. Structural Steel ___ Business Days following completion of Civil Work
4 Exterior Finishes Business Days following completion of Structural
Steel

" s, Tnterior Finishes : usiness Days following completion of Exterior

6. - - Project Close-Out < ss following completion of Interior

W %‘@
i % rﬁgﬂ te various segments of the Project
@&t the entire Project, or any particular

the Time Frame to Complete an Item set

The Project Schedule is an est)
Improvements and does not con
portion of the Project will in fact be

. fonh above. @@, @ﬂl‘,_
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Dec 2, 2010 13:17

EXHIBIT 1

GUARANTY

The undersigned, being THE METHODIST MEDICAL CENTER OF ILLINQIS, , an lllinois
- not for profit corporation, and REHABCARE GROUP, INC., a Delaware corporation
("Guarantors"), for themselves and their legal representatives and assigns, hereby guarantee fo
Landiord and Landlord's successors and assigns the prompt performance by GREATER PEORIA
SPECIALTY HOSPTIAL, LLC, a Delaware limited liability company {“Tenant™} of all terms,
covenants and obligations to be performed by Tenant under the foregoing lease agreement datéd the
_Q f+ day of December, 2007 (“Lease™), as between Tenant and CULLINAN MEDICAL 1, LLC,
an Hlinois limited liability company (“Landlord™) for the construction and lease of certain facilities
and other site improvements located upon that real property described on Schedule A hereto,

- agrecing as follows:

1. Coverage of Guaranty, This Guaranty extends to any and all liability which the
Tenant or any successor Tenant has or may have to the Landlord by reason of any obligation set forth
under the Lease, whether arising before the signing of the Lease or the commencement of the term of
the Lease or during the term of the Lease;

2. Performance. 1n the event ¢
without limitation, this includes such
satisfy or observe the terms and co
under the terms of the Lease d 1
Guarantors will promptly and f:ﬁg pe

: &’lt or any of its successors or assigns, and,
: ly operation of law, fails to perform,

easeGie ules and regulations promulgated
AT d or observed by the Tenant, the

ﬁ : @b&%c the obligation or obligations in place

of the Tenant. The Guarantors i d’ indemnify the Landlord for any and all
damages, costs, expenses, reasonable yS démsses and other liabilities arising or resulting

- from the failure of the Tenant to {y or observe any of the terms and condttlons of the
Lease or any rules and regulatio m under the terms of the Lease.

Y.  Unconditiona!l Obligﬁ%. Guarantors represent and warrant to Landlord that the
Tenant’s initial members are RehabCare Hospitaf Holdings, LLC (“RchabCare Hospltal Holdings™),
8 Delaware limited liability company, owning a 51% membership interest in Tenant, and The
“Methodist Medical Center of Illinois (“Methodist™), an Iliinois not for profit corporation owning a
49% membership in Tenant. Methodist and RehabCare Group, Inc (“RehabCare Group™), a Delaware
corporation (a related entity to RehabCare Hospital Holdings) shall each guaranty the following: (i)
Methodist shall guaranty 49% of ali Tenant monetary obligations arising under the terms, covenants

- and obligations of the Lease, and (ii) RehabCare Group shall guaranty 51% of all Tenant monetary
obligations arising under the terms, covenants and obligations of the Lease. The liability of the
‘Guarentors is direct, immediate, absolute, unconditional, and continuing. The Landlord shall not be
-Tequired to pursue any remedies it may have against the Tenant or other Guarantors as a condition to
_enforcement of this Guaranty, nor shall the Guarantors be discharged or released by rcason of the
terms and conditions of any agreement or document the Landlord is required to execute under the
terms of the Leasc, or by reason of the discharge or release of the Tenant for any reason (other than a
written mutual release as between Landlord and Guarantors, or either Guarantor), inciuding a
discharge in bankruptcy, receivership, foreclosure or other proceedmgs, a disaffirmalion or rejcction
of the Lease by a trustee, custodian or other representative in bankruptey, a stay or other enforcement

I-1

) confidential : ' . . L
Gregory Miler '
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Gragory Miler
Kincred Haalthrars
Dec 02, 2040173147

restriction, or any other reduction, modification, impairment or limitations of the liability of the
Tenant or any remedy of the Landlord. :

4.  Binding Effect. This’ Guaranty is bindihg upon the Guarantors, thetr legal
representatives and assigns, and shall inure to the benefit of the Landlord, its successors and assigns.

- No assignment or delegation by the Guarantors shall release the Guarantors of their obligations under

this Guaranty. The term "Tenant" used in this Guaranty includes also the first and any successive
assignee or sublessee of the Tenant.

5. Modification or Amendment of Lease. Tenant or Tenant's successors and assigns
may agree Lo the modification, amendment, or extension of or to the terms of the Lease, without the
written consent of the Guarantors being first obtained.

IN WITNESS WHEREOF, the Guarantors have du]y 51gned this Guaranty as of the date provided
above

The Methodist Medical Center of llinois, an Tilinois
not-for-profit corporation

COUNTY OF _ X000iq & ®@)
This instrument was acknowl@@' e on the A\  day of December, 2007, by

Calian h'gga.m;g“ %Qhe Sonvep VBCIO of The Methodist Medical
Center of Hlinois, an IHlihois not-fé@ fit corporation, on behalf of said corporation.

Dangtks L dlall
Notary Publ_ic, State of ggk_ _

Dee 02, 2040 1317
9

- ‘(B8EAL)
u_-g« Y3 NOISSIWWOD 33 “© o
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conficdentiat
Gregory Miller
Kingrer Haalthcare
Dec 02, 201317

RehabCare Group, Inc., a Delaware corporation

By! e Y
Narke: . onsibemn A, ApAnm
Title: _ SMPe LPD

stateor Lpsimra. )
)
COUNTY OF 401, %Mw )

L
his i nt acknowlegg forgyme on the:é'?z day of December, 2007, by
. the ‘of RehabCare Group, Inc. a Delaware

corporation, on behalf of said corporation.
£
Notary Public, Stdfe of _

(SEAL) | @

389, Bk, BETTY D. CAMMARATA @
.gs s, ’ @ ’\\
& @\\

Notary 5 St. Louis Gounty
' ""’ Seal_.l'§;- My Commission Expir fb‘

'@f'(mﬁo“  February 23, 2008
p | b wszm@g&@%(@%@
. &@ P al
@@ @%ﬁ .
Q

) ) cohztlla':';nthl'
1953066, ’ ’ o anitie
‘ .066 5. : . Gregory Miller
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File Number 01 74560-3

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Hlineis, do

hereby certify that

GREATER PEORIA SPECIALTY HOSPITAL, LLC, A DELAWARE LIMITED LIABILITY
COMPANY HAVING ORTAINED ADMISSION TO TRANSACT BUSINESS iN ILLINOIS ON
JANUARY 26, 2006, APPEARS TO HAVE COMPLIED WITH alL PROVISIONS OF THE
LIMITED LIABILITY COMPANY ACYT OF THIS STATE, AND A3 OF THIS DATE IS IN
GOOB STANDING AS A FOREIGN LIMITED LIABILITY COMPANY ADMITTED TO
TRANSACT BUSINESS IN THE STATE OF [LLINQIS,

In Testimony Whereof, 1 hereto set
ny hand and cause to be affixed the Greal Seal of
the Stafe of Hiinois, this 13TH
dayof ~ DECEMBER  AD. 2010

FudTerrdeal 5 htlpy Yww.cybondrrre s oot SECAETARY OF STATE
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)3/




ORGANIZATIONAL STRUCTURE OF

KINDRED HEALTHCARE, INC.
UPON CLOSE OF PROJECT BASEBALIL

KINDRED HEALTHCARE, INC.
100%
REHABCARE GROUP, INC.
100%
REHABCARE GROUP EAST, INC.
100%
REHABCARE HOSPITAL HOLDINGS, LLC
51%

GREATER PEORIA SPECIALTY HOSPITAL, LLC

ATTACHMENT 4
JI




NOTE ON ORGANIZATIONAL CHART

The organizational chart on the previous page identifies the relationship between
each of the three applicants, following the closing of the proposed acquisition transaction.

Methodist Medical Center owns a 49% interest in Greater Peoria Specialty
Hospital, L.L.C., but does not meet any of the thresholds for being named an applicant.

ATATCHMENT 4




PROJECT COSTS

Acquisition ($11.981.000)

The acquisition cost represents an apportionment of the acquisition cost
associated with Kindred Health System, Inc.’s stock purchase of RehabCare Group, Inc.
The apportionment resulting in the identified acquisition cost associated with the 51%
ownership interest in Greater Peoria Specialty Hospital is based en the EBITDA of that
facility as a component of all of the facilities being acquired.

Consulting and Other Fees ($1.665.000)

The consulting and other fees identified in the Application for Permit consist
primarily of two categories: CON application development and review-associated fees,
and transaction-related fees, including legal fees. The identified amount includes an
apportionment of the transaction-related costs associated with the entire acquisition
described above, and apportioned as described above.

| ATTACHMENT 7
/27




Kindred¥

Meaithcore

January 31, 2011

lllinois Health Facilities and
Services Review Board
Springfield, lllinois 62761

To Whom It May Concern:

In accordance with Review Criterion 1110.230.b, Background of the Applicant, we are
submitting this letter assuring the lllincis Health Facilities and Services Review Board

(IHFSRBY that:

1. Neither Kindred Healthcare, Inc. nor any wholly-affiliated corporation that owns
or operates a facility subject to the IHFSRB's jurisdiction has had any adverse
actions (as defined in Section 1130.140) taken against any facility during the
three (3) year period prior to the filing of this application, and

2. Kindred Healthcare, Inc. authorizes the State Board and State Agency access to
information to verify documentation or information submitted in response to the
requirements of Review Criterion 1110.230.b or to obtain any documentation or
information which the State Board or State Agency finds pertinent to this
application.

If we can in any way provide assistance to your staff regarding these assurances or any
other issue relative to this application, please do not hesitate to call me at 502-596-

7329.

SinTl%y,
Douglastﬁe/

Vice President of Facilities and Real Estate Development

Notarization:

Subscribed and sworn to before me

this_3{ dayof _@ﬁﬂ&f_ﬁp/l

it S SEZ

Signature of Notary

Seal Lorr. 7l "0/"7/];0(2—

680 South Fourth St louisville, Kenlucky 40202
502.596.7300  KY TDD/TTY#H 800.648.0057

ATTACHMENT 11
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RehabyZCare

dedivering e post-ecule continum
February 2, 2011 Patricia S. Wiliiams
Servior Vice President end General Counss!
Ilinois Health Facilities
and Services Review Board
525 West Jefferson

Springfield, IL. 62761
To Whom It May Concern:

In accordance with Review Criterion 1110.230.b, Background of the Applicant, we are
submitting this letter assuring the Illinois Health Facilities and Services Review Board

(IHFSRB) that:

1. Neither RehabCare Hospital Holdings, L.L.C.. nor any wholly-affiliated
corporation that owns or operates a facility subject to the THFSRB’s jurisdiction
has had any adverse actions (as defined in Section 1130.140) taken against any
facility during the three (3) year period prior to the filing of this application, and

2. RehabCare Hospital Holdings, L.L.C. authorizes the State Board and State
Agency access to information to verify documentation or information submitted
in response to the requirements of Review Criterion 1110.230.b or to obtain any
documentation or information which the State Board or State Agency finds

pertinent to this application.

If we can in any way provide assistance to your staff regarding these assurances or any
other issue relative to this application, please do not hesitate to call me.

Sincerely,

P

Patricia S. Wﬂlmms

Kristina L. Ripper, No

NOtaIiZGdI + Nu',"
$%YP% KRISTINAL. RIPPER
STMRIE:  MyOonmissionxpres
O GEAl SR August 16, 0012

. Juie oo Frankin Gounly
ﬁfﬂﬁ? Commlssion #03491069

7733 Forsyth Bouleverd, Sulte 2300 St. Loufs, MO 63105 800.677.1238 )35.%59.2123 rxgosgizasrs ATTACEMEME:Alare.com




RehabZCare’

telivering Uz posi-acite continuum

February 2, 2011 Patricia $. Williams
Sanior Vice Presitent aad Gengral Counse

Ilinois Health Facilities

and Services Review Board
525 West Jefferson
Springfield, IL 62761

To Whom It May Concern:

In accordarice with Review Critedion 1110.230.b, Background of the Applicant, we are
submitting this letter assuring the Ilinois Health F acilities and Services Review Board

(IHFSRB) that:

1. Neither Greater Peoria Specialty Hospital, L.L.C.. nor any wholly-affiliated
corporation that owns or operates a facility subject to the [HFSRB’s jurisdiction
has had any adverse actions (as defined in Section 1130.140) taken against any
facility during the three (3) year period prior to the filing of this application, and

7. Greater Peoria Specialty Hospital, L.L.C. authorizes the State Board and State
Agency access to information to verify documentation or information submitted
in response to the requirements of Review Criterion 11 10.230.b or to obtain any
documentation or information which the State Board or State Agency finds

pertinent to this application.

If we can in any way provide assistance to your staff regarding these assurances or any
other issue relative to this application, please do not hesitate to call me.

Sincerely,

Subscribed before me this _ﬂ day of January, 2011.

stina L. Ripper, Notary

Notarized: 3 'H('f@, KRESTINA L RIPPER
X ity Commission Expires
s :ln__mn *Z ﬂlﬂ‘lﬂﬁ:m

7733 Forsyth Boulevard, Suit 2300 St, Louis, MO 63105 800.677. 1}&;7 JTA850.2123  Fax 865.812.2573 ATTACHMEM bl sre. com
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W7 The Joint Commission

October 16, 2009

Steven Schultz Joint Commission [D #: 484161

CEO Program: Hospital Accreditation

(reater Peoria Specialty Hospital, LLC Accreditation Activity: Initial Unannounced
500 W. Romeo B. Garrett Avenue Full Event

Peoria, IL 61605 Accreditation Activity Completed: 10/16/2009

Dear Mr. Schultz:

The Joint Commission would like to thank your orpanization for participating in the accredifation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunitics for improvement in your processes and helping you follow through on and
implement thcse improvements. We encourage you to usc the accreditation process as a continuous standards
compliance and opcrational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicabic manual(s) noted below:

Comprehensive Accreditation Manual for Hospitals

This accreditation eycle is effective beginning October 17, 2009. The Joint Commission reserves the nght to
shorten or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up 10 39
monihs. '

Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision.
We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and

governing body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the publie you serve of your organization’s accreditation decision.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always aecurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide.

Sincerely,

b St fain M PR

Ann Scott Blouin, RN, Fh.D.
Executive Vice President
Accreditation and Certification Operations

ATTACHMENT 11
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P The Joint Commission

Greater Peoria Specialty Hospital, LLC
500 W. Romeo B. Garrett Avenue
Peoria, IL 61605

Organization Identification Number: 484161

Programy(s) Surveyor(s) and Survey Date(s)
Hospital Accreditation Robert D .Beckmann, CHFM, CHSP - (10/16 -
10/16/2009)

Inez A .Kennemore, RN - (10/14 - 10/16/2009)

Executive Summary

Hospital Accreditation : As a result of the accreditation activity conducted on the above date(s), there
were no Requirements for Improvement identified.

If you have any questions, please do not hesitate to contact your Account Representative.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care provided to
patients.

QOrganization Identification Number: 484181 Page 1of 2
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N { [linois Department of

Pat Quinn, Governor
Daman T. Arnotd, M.D., M.P.H., Director
19

525-535 Weast Jeffarson Street - Springfield, Illinois 62761-0001 + www.idph.stata.il.us

October 25, 2010

Diane Otteman, CEQO
Kindred Chicago Lakeshore
6130 North Sheridan Road
Chicago, 11 60660

Dear Ms. Otteman:

The Subacute Care Unit, located at 6130 North Sheridan Road, Chicago,
Illinois is currently licensed in good standing under the authority of the
Alternative Health Care Delivery Act (210 ILCS 3) and the Subacute Care
Hospital Demonstration Program Code (77 Ill. Adm. Code 270).

Although the license for Kindred Chicago Lakeshore expires November 1, 2010,
a survey has not yet been conducted. This delay is in no way due to any action
by Kindred Chicago Lakeshore, its owners, or employees. The Department
considers your license in good standing currently and in the future as long as
no action has been taken by the Illinois Department of Public Health to revoke
your license. No such action is contemplated at this time.

The license has been renewed and applies to 103 beds. The license is not
transferable and expires November 1, 2011.

Please contact me with questions at Illinois Department of Public Health,
Division of Health Care Facilities and Programs, Central Office Operations
Section, 525 West Jefferson Street, 4t Floor, Springfield, IL 62761-0001, or at
217-782-0381.

Sincerely,

K/M Qy—%ﬂ-’

Karen Senger, RN, BSN
Supervisor, Central Office Operations Section
Division of Health Care Facilities and Programs

Improving public heatth, ane communily at a time
printed on recycled paper ATTACHMENT 11
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\ { IMlinois Department of

HMI ’ H " Pat Quinn, Governor
Damon T. Arnold, M.D., M.P.H., Director
[P

525-535 West Jefferson Street - Springfietd, Hlinois 62761-0001 - www.idph.state.il.us

| LICENSE, PERMIT CERTIFICATION, REGISTRATION |

The firm or corporation whose name appears on this certificate has complied
with the provisions of the Illinois Statutes and/or rules and regulations and is
hereby authorized to engage in the activity as indicated below.

Alternative Health Care Delivery Act and the Subacute Care Hospital
Demonstration Program Code (77111. Adm. Code 270)

Licensed number of Beds Expiration Date License Identification
103 ' 11/1//2011 4000014

Kindred Chicago Lakeshore
6130 N Sheridan Road
Chicago, IL 60660

Issued under the authority of The State of Illinois Department of Public Health

Improving public healih, ane community ol a time
printed on recychod paper ATTACHMENT 11
/L2
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¥ &7 The Joint Commission

October 20, 2010

Jack Shapiro Joint Commission ID #: 5018

Chief Executive Officer Program: Hospital Accreditation

THC Chicago, Inc and THC North Shore, Inc Accreditation Activity: Measure of Success
365 East North Avenue Accreditation Activity Completed: 10/20/2010
Northlake, IL 60164

Dear Mr. Shapiro:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

Comprehensive Accreditation Manu r Hospitals

This accreditation cycle is effective beginning February 07, 2009. The Joint Commission reserves the right to
shorten or lengthen the duration of the cycle; however, the certificate and cycie are customarily valid for up to 39

months,
Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision.

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and
governing body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization’s accreditation decision.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide.

Sincerely,
o Sort Bouin M PR
Ann Scott Blouin, RN, Ph.D. Cov E’)‘L <!
Executive Vice President a1 CA Lo - AP0 RTMH L e

Accreditation and Certification Operations
C/-j/éﬂ("’ - AT

O W IENBO = tcertnl

. (ﬂ/{ﬂéo AA—;C.C_S’/WA(_—

ATTACHMENT 11




Yy
P’{7 The Joint Commission

THC Chicago, Inc and THC North Shore, Inc
365 East North Avenue
Northlake, IL 60164

Organization Identification Number: 5018
Measure of Success Submitted: 10/7/2010

Program(s)
Hospital Accreditation

Executive Summary

Hospital Accreditation As-a result of the accreditation activity conducted on the above date(s), there
were no Requirements for Improvement identified.

If you have any questions, please do not hesitate to contact your Account Executive.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care provided to
patients.

Organization identification Number: 5018 Page 1 of 2

ATTACHMENT 11
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The Joint Commission
Summary of Compliance

Program Standard Level of Compliance
HAP MM.01.01.03 Compliant
Organization identification Number: 5018 Page 2 of 2
|
| ATTACHMENT 11
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{7 The Joint Commission

August 28, 2008

Cindy Smith Joint Commuission ID #; 7437

Chief Executive Officer Accreditation Activity: Measure of Success
Kindred Hospital - Sycamore Accreditation Activity Completed: 3/28/2008

225 Edward Street
Sycamore, IL 60178

Dear Ms. Smith:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

Co hensive Accreditation Manua| for Hospitals

This accreditation cycle is effective beginning March 08, 2008. The Joint Commission reserves the right to
shorten or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 39

months.

Please visit Quality Check® on the Joint Commission web site for updated information related to your
accreditation decision.

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and

goveming body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization’s accreditation decision.

Please be assured that the Joint Commission will keep the report confidential, except as required by law. To
ensure that the Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care serviees you provide,

Sincerely,

ot Skl

Linda S. Murphy-Knoll
Interim Executive Vice President
Division of Accreditation and Certification Qperations

ATTACHMENT 11
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7V¥he Joint Commission

Kindred Hospital - Sycamore
225 Edward Street
Sycamore, IL 60178

Organization Identification Number: 7437

Evidence of Standards Compliance (60 Day) Submitted: 5/28/2009

Program(s)
Laboratory Accreditation

Executive Summary

Laboratory Accreditation : As a result of the accreditation activity conducted on the above date(s), there
were no Requirements for [mprovement identified.

If you have any questions, please do not hesitate to contact your Account Representative.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care provided to
patients,

Organization Identification Number: 7437 Page 1 of 2
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The Joint Commission
Summary of Compliance

Program Standard Level of Compliance
LAB NPSG.02.03.01 Compliant
LAB QC.1.30 Compliant
LAB QC.1.75 Compliant

Organization |dentification Number: 7437

V4

Page 2 of 2
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PURPOSE

The project addressed in this application is limited to a change of ownership, and
does not propose any change to the services provided, including the number of beds
provided at Greater Peoria Specialty Hospital. The facility will continue to provide long

term acute care services to residents of Peoria and the surrounding communities.

The table on the following page identifies each ZIP Code/communities that
provided more than 2% of the facility’s patients, during 2010. The facility’s primary
patient population resides in Peoria County, with Peoria and East Peoria accounting for
approximately one-quarter of GPSH’s admissions, with another quarter coming from six
other central Illinois communities. The other half of the patients reside in ZIP Code areas
contributing less than 2.0% of the hospital’s admissions. No change in the patient origin
distribution is anticipated as a result of the proposed change of ownership, or for any

other reason. Also, GPSH is the only LTACH in Health Planning Area C-01.

ATTACHMENT 12




Greater Peoria Specialty Hospital

2010 Patient Origin
Cumulative
ZIP Code Community % %

61604 Pecria 83% 8.3%
51554 Pekin 6.3% 14.5%
61615 Perocia 5.6% 20.1%
61605 Pecria 50% 251%
61614 Peoria 4.3% 0.3%
61603 Peoria 3.3% 32.7%
61611 East Peoria 3.3% 36.0%
61607 Peoria 3.0% 38.9%
61571 Washington 26% 41.6%
61701 Bloomington 2.6% 44 2%
61523 Chilicothe 2.3% 46.5%
61616 Peoria Heights 2.3% 48.8%
61866 Rantoul 2.0% 50.8%
all others 49 2% 100.0%

The proposed change of ownership will address the health care status of the
population that has looked to this facility for care since its establishment, by continuing
to provide the LTACH services currently being provided, and with the continued

utilization of the facility serving as a measurement of success.

ATTACHMENT 12
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ALTERNATIVES

Section 1110.230(c) requests that an applicant document that the proposed project
is the most effective or least costly alternative for meeting the health care needs of the

population to be served.

This project is limited to a change of ownership, and more specifically,
RehabCare Group, Inc. is being acquired by Kindred Healthcare, Inc., resulting in a
combined “system” of approximately 135 long term acute care hospitals, nationwide.
Included in the acquisition is RehabCare Group’s majority ownership interest in Greater

Peoria Specialty Hospital, held by RehabCare Hospital Holdings, L.L.C.

In order to best respond to Section 1110.230(c), given the particular
circumstances and limited nature of the project, when developing an Application for
Permit for a similar project, the applicant’s consultants conducted a technical assistance
conference with State Agency Staff (July 12, 2010). That technical assistance conference
was documented according to the agency’s practice. Through the technical assistance
process, the applicants were directed by State Agency staff to set forth the factual
background in response to Section 1110.230(c): In the Fall of 2010 Kindred initiated
discussions with RehabCare Group to acquire RehabCare Group. Upon receipt of the

offer, and after a due diligence process undertaken by both Kindred and RehabCare, the
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definitive agreement included in this Application was negotiated and signed, and this
Application for Permit was filed for review by the Iilinois Health Facilities and Services

Review Board shortly thereafter.
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MERGERS, CONSOLIDATIONS, and
ACQUISITIONS/CHANGES OF OWNERSHIP

A. Impact Statement

The proposed change of ownership will not have any material impact on the
manner in which services are provided at Greater Peoria Specialty Hospital (“GPSH”).
The facility will continue to operate its existing approved number of beds, and no
expansion or contraction is anticipated, nor are any changes in the clinical services

provided by the facility anticipated.

The operating entity will continue to be Greater Peoria Specialty Hospital, an

entity that will be indirectly acquired by Kindred Healthcare, Inc.

The change of ownership is a result of Kindred acquiring RehabCare through a
stock acquisition, with RehabCare’s majority ownership interest in GPSH transferring to

Kindred. That interest is currently held by subsidiary entity RehabCare Hospital

Holdings, L.L.C.
No changes to the staffing of GPSH, other than those changes normally associated

with the ongoing operations of a hospital are anticipated during the first two years

following the transaction.
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The cost associated with the proposed change of ownership is limited to those
costs identified in ATTACHMENT 7; and the primary benefit of the project is the

ongoing operation of the facility.

B. Access
The proposed change of ownership will not result in any change in accessibility to
LTACH services for residents of the area. Confirmation, as required by review criterion

1110.240(c) is attached.

The admissions and charity care policies under which GPSH currently operates
are attached, as are the policies used in Kindred’s lllinois hospitals. It is anticipated that
the Kindred policies will be adopted within the first three months following the change of

ownership.

It should be noted that because of the nature of long term acute care hospitals, the
vast majority of admissions are transfers from acute care hospitals. Patients admitted to
the acute care hospital, without the financial resources to pay for their care are typically
qualified for Medicaid while in the acute care hospital. As a result, patients requiring
charity care in the LTACH setting are extraordinarily rare. Depending on location,
Kindred’s existing Illinois LTACHs had 2009 payor mixes of between 15 and 75%

Medicare and 16 and 81% Medicaid.
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Consistent with the practice at Kindred Healthcare Inc.’s other IHinois LTACHS,
Medicaid recipients will be admitted to GPSH. As noted above, the percentage of
admissions covered by Medicaid varies greatly between Kindred’s LTACHs, dependent

largely on the communities served by the hospital

B. Health Care System

The proposed change of ownership will not have any impact on any other area

provider.

Kindred’s closest existing LTACH to Peoria is located in Springfield,

approximately one hour and 15 minutes away.

Methodist Medical Center is located approximately .7 mile/4 minutes from
GPSH. The table below identifies each IDPH category of service provided by Methodist

Medical Center, and the 2009 utilization of each of those services.
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Service Beds ADC
Medical/Surgical beds 168 104.0
Pediatric beds 12 3.2
ICU beds 26 18.8
Obstetrics beds 16 16.3
AM! bads 68 572
Rehabilitation beds 39 19.4
open heart surgery procedures: 359
cardiac catheterization 7,465
procedures:

Source: IDPH Hospital Profifes

Greater Peoria Specialty Hospital has referral agreements in place with Methodist
Medical Center and with HCR Healthcare, LLC, which operates skilled nursing facilities
in eleven central Illinois communities. The existing referral agreements will all be
retained, following the change of ownership, and it is likely that additional agreements
will be entered into during the first six months following the change of ownership. The
table below identifies the distance between GPSH and each of the facilities referenced

above,
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- Facility
Methodist Medical Center
HCR-Riverview
HCR-Peoria
HCR-Canton
HCR-Henry
HCR-Ngrmal
HCR-Galesburg
HCR-Macomb
HCR-Champaign
HCR-Moline
HCR-Paxton
HCR-Decatur

Source: MapQuest

Distance

(miles)
0.7
48
47

3.2
242
38.4
47.9
69.2
89.6
93.5
89.7
85.1

Driving
Time
(minutes)
4
9
10
42
48
43
52
92
91
94
103
91

Patient transfers and referrals from GPSH are made by the patient’s physician and

family, with no requirement that transfers or referrals be made to specific facilities.

Because of the specialty nature of an LTACH, and because the closest LTACH to

GPSH is located more than an hour away, a discussion of duplication of services is not

applicable.

GPSH is a vital member of the Peoria hospital community, and in addition to

providing the only LTACH services in the area, the hospital is an active participant in

community activities. This practice, which during the past year included presentations to

local Lions, Kiwanis, Rotary and Creve Coeur clubs, the Case Management Association

of Central llinois and the Nursing Home Administrators of Central Illinois, will continue

and be expanded to include additional community groups.
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Kindred

February 4, 2011

Illinois Health Facilities and
Services Review Board
Springfield, IL 62761

Re:  Greater Peoria Specialty Hospital

To Whom It May Concern:

Please be advised that the proposed change of ownership of the Greater Peoria Specialty Hospital
will not result in diminished accessibility to services, nor will the admissions policies of those
facilities become more restrictive as a result of the proposed change of ownership.

“Executive Vice President and President, Hospital Division

LB Souh Fouth Sheen lousvite Kenocly AD202
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KINDRED HEALTHCARE, INC.

| Admissions and Charity Care Policies
For Illinois Hospitals
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KINDRED HEALTHCARE CHARITY CARE AND FAIR BILLING POLICY

PURPOSE

This policy establishes guidelines for the development and application of financial asgsistance and
uninsured patient discount programs, by Kindred Healthcare (Kindred) hospitals located in
Illinois. Such programs will be designed to assist individuals in financial need and other
medically underserved individuals or groups on a non-discriminatory basis to obtain appropriate
medical care and advice, and thereby improve the health of those in the communities served by

Kindred Hospitals.

PROCESS
1. Definitions

11 Federal Poverty Level means the level of household income at or below which
individuals within a household are determined to be living in poverty, based on
the Federal Poverty Guidelines as annually determined by the U.S. Department of
Health and Human Services under authority of 42 U.S.C. 9902(2).

1.2 Financial Assistance/Charity Care means providing a discount to the charges
associated with a patient's hospital care based on financial need as described more

specifically in this Policy and in compliance with Illinois law.

1.3 Financial Assistance Programs means all programs set forth herein to provide
assistance to those in financial need including financial assistance/charity care,

uninsured patient discounts, and medical indigence discounts and payment caps.

1.4  Financial need means documented lack of sufficient financial resources to pay the
applicable charge for medical care. Financial need may be evidenced by low
Family Income and asset levels, or high levels of medical debt in relation 10
Family Income (medical indigence). Financial need determinations also take into
consideration other relevant circumstances, such as employment status or health
status of patient or other household members, which may affect a patient's ability
to pay. The existence of financial need must be demonstrated by information
provided by or on behalf of the patient, and/or other objective data available to the
hospital. Kindred Hospitals may use asset or debt information to assist in making
a determination regarding financial need, when income data is unavailable or
inconclusive, or reported income is not supported by objective data.

1.5 Family Income means the sum of a family annual earnings and cash benefits from
all sources before taxes, less payments made for child support.

1.6  lllinois Resident means a person who lives in {llinois and intends to remain living
in lllinois indefinitely. Relocation 1o Illinois for the sole purposes of receiving
health care benefits does not satisfy the residency requirement.
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1.7

1.8

1.9

1.10

1.11

Illinois Fair Patient Billing Act means the hospital fair patient billing act, as
passed by the Illinois General Assembly in 2007, effective as of January 1, 2007,
and as amended from time to time.

lllinois Uninsured Patient Discount Act means the hospital uninsured patient
discount act, as passed by the Illinois General Assembly in 2008, effective as of
Apnl 1, 2009, and as amended from time to time.

Kindred Hospital means an [llinois hospital that is part of the national heaith care
system known as "Kindred Health Care."

Medically Necessary Hospital-Services means:

1.10.1 For purposes of this policy "Medically Necessary Hospital Secrvices"
means those hospital services required for the treatment or management of
a medical injury, illness, disease or symptom as determined by an
independent treating physician or other physician consulted by a Kindred
Hospital, including but not limited to, pharmaceuticals or supplies
provided by a Kindred Hospital to a patient covered by guidelines for
Medicare coverage if the patient were a Medicare beneficiary with the
same clinical presentation as the Uninsured Patient.

1.10.2 Examples of services that are not Medically Necessary Hospital Services
include, but are not limited to: (1) cosmetic health services; including
elective cosmetic surgery (exclusive of plastic surgery designed to correct
disfigurement caused by injury, illness, or congenital defect or deformity);
(2} services that are experimental or part of a clinical research program;
(3) elective goods or services that are not necessary to treat an illness or
injury; (4) private and/or non-Kindred medical or physician professional
fees; (5) services and/or treatments not provided at a Kindred Hospital; (6}
pharmaceuticals and supplies that do not meet the definition described in
Section 1.10.1 above; (7) non-medical services such as social and
vocational services; and (8) procedures or services for which the hospital
provides a discounted "flat rate" pricing package. :

Uninsured Patient mieans an individual who is an Illinois resident and is or was a
patient of a Kindred Hospital and at the time of service is or was not (a) covered
under a policy of health insurance or (b) not a beneficiary under a public or
private health insurance, health benefit, or other health coverage program,
including Medicare, Medicaid, TriCare, SCHIP and All-Kids, high deductible
health insurance plans, workers' compensation, accident liability insurance, or
other third party liability plan.

Patient Treatment Standards. All patients of Kindred Hospitals shall be treated with
respect and dignity regardless of their ability to pay for medical care, or their need for
charitable assistance. Individuals who may seek or are offered Financial
Assistance/Charity Care shall be objectively and fairly evaluated for eligibility,
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regardiess of race, ethnic background, national origin, creed, or personal, political or
sexual orientation.

Financial Assistance/Charity Care and other Financial Assistance Programs

3.1

32

33

Discount for Low-Income Uninsured Patients. Financial Assistance/Charity Care
discounts or discounted fee schedules will be available for Medically Necessary
Hospital Services provided to Uninsured Patients who are unable to pay all or part
of the otherwise applicable charge for their care due to financial need, as
documented in accordance with this Policy. Patients demonstrating financial need
based on Household Income up to six hundred percent (600%) of the Federal
Poverty Level may receive a sliding-scale discount for such hospital care, at the

following levels:

3.1.1 Up to one hundred percent (100%) of the Federal Poverty Level: 100%
discount;

3.1.2 Between one hundred percent {(100%) and two hundred percent (200%) of
the Federal Poverty Level: 67% discount;

3.1.3 Between two hundred percent (200%) and four hundred (400%) of the
Federal Poverty Level: 33% discount; and

3.1.4 Between four hundred percent (400%) and six hundred (600%) of the
Federal Poverty Level: 10% discount.

Payment _Caps Under Illinois_Uninsured Patient Discount Act. To the extent

required by the Illinois Uninsured Patient Discount Act, and subject to other
eligibility standards and exclusions as set forth by such law including standards
based on asset level, Uninsured Patients who are Illinois residents having Family
Income of up to six hundred percent (600%) of the Federal Poverty Level shall
not be required to pay o a Kindred Hospital more than twenty five percent (25%)
of such patient's Family Income within a twelve (12) month period. Additionally,
Kindred Hospital charges to eligible Uninsured Patients cannot exceed the cost of
the Kindred Hospital services plus thirty-five percent (35%). Kindred Hospitals
may exclude a patient from the foregoing maximum collection amounts when the
patient owns assets exceeding six hundred percent (600%) of the Federal Poverty
Level, excluding the following assets: the Uninsured Patient's primary residence,
personal property exempt from judgment under Illinois law, or any amounts hold
in pension or retirement plan.

Financial Assistance/Charity Care for Insured Patients. Subject to insurance and

governmental program restrictions (which may limit the ability to grant a discount
on co-pays or deductibles, versus discounts on co-insurance), insured individuals,
federal program beneficiaries and other individuals who are not ehgible for
Financial Assistance/Charity Care hereunder but who demonstrate medical
indigence or other financial need, may receive a Financial Assistance/Charity
Care discount in similar or different amounts as are available to Uninsured
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Patients under this policy, as determined appropriate under the circumstances by
Kindred Patient Financial Services.

4, Eligibility for Financial Assistance Programs

4.1

4.2

4.3

4.4

Eligibility: Notwithstanding anything in this Policy to the contrary and for the
avoidance of doubt, all Kindred Hospitals will provide a discount from its charges
for all Medically Necessary Hospital Services exceeding $300 in any one patient
admission or outpatient encounter to any Uninsured Patient who: a) applies for a
discount based on Kindred Hospital application procedures described herein; and
b) has a Family Income of not more than six hundred percent (600%) of the
Federal Poverty Level. To the extent required by state and federal law, all
Kindred Hospitals will provide financial assistance/charity care discounts to
eligible patients in connection with hospital emergency department and other
medical services necessary to diagnose, treat or stabilize an emergency medical

condition.

Patient Responsibilities. Kindred Hospitals may condition receipt of charitable
assistance under any Financial Assistance Program on a patient acting reasonably
and in good faith, by providing the hospital, within 30 days after the hospital's
request, with all reasonably-requested financial and other relevant information
and documentation needed to determine the patient’s eligibility for assistance,
including cooperating with the hospital's financial counselors in applying for
coverage under governmental programs, such as Medicare or Medicaid, accident
coverage, crime victims funds, and other public programs that may be available to
pay for health care services provided to the patient.

Conditions of Financial Assistance Program Participation. Kindred Hospitals
may, as they determine appropriate, condition the receipt of financial assistance
on disclosure by the patient's immediate relatives, host family or sponsoring
organization of their financial information, residency and asset owmership
sufficient to demonstrate ability or inability to pay or contribute to the costs of
care for their relative or hosted guest. The hospital may further condition any
discretionary grant of financial assistanice on a contribution toward the costs of the
patient's care and/or a guarantee of payment by such relatives, hosts or others (as
applicable), in the event the patient fails to qualify for coverage through
governmental (i.e. Medicare or Medicaid) or private insurance and the patient
fails to pay the amounts for which she/he is responsible. Kindred Hospitals may
also require a patient to certify that all information provided in an application for
Financial Assistance/Charity Care is true and accurate and it any information is
false, any discount granted to the patient is forfeited and the patient is responsible
for the hospital's full charges.

Application for Financial Assistance. At the time of admission or registration, or
where feasible, prior to any clinical care (excluding emergency circumstances),

the patient or responsible party will be presented with an application form for
Financial Assistance/Charity Care ("Form™). Patients or responsible parties may
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request a Form and guidelines for the Financial Assistance Program at any time
(i.e. prior to or at the time of admission/registration, upon receipt of final bill or
first statement and at any point during the collection process). Kindred Hospital
designated administrative staff may interview the patient or responsible party as
well.

Hospital Responsibilities for Communicating Availability of Finaneial Assistance/

Charity Care and Other Charitable Assistance Programs

5.1

Communicating_Availability of Financial Assistance/Charity Care Discounts.
Each Kindred Hospital will maintain effective methods of communicating the
availability of Financial Assistance/Charity Care discounts to all patients, in
multiple appropriate media and in multiple appropriate languages based on the
surrounding population of the applicable Kindred Hospital. The mechanisms that
Kindred Hospital will use to communicate the availability of Financial
Assistance/Charity Care will include, but are not limited to the following:

5.1.1 Signage. Signs shall be conspicuously posted in the admission, registration
and other appropriate areas of the hospital stating that patients may be
eligible for Financial Assistance/Charity Care discounts, and describing
how to obtain more information and how to apply for Financial
Assistance/Charity Care (See Section 4 above), including identification of
appropriate hospital representatives by title. Such signs shall be prepared
in English, Spanish, and any other language that is the primary language
of at least 5% of the patients served by the hospital annually.

5.1.2 Provision of Financial Assistance Materials to Uninsured Patients.
Kindred Hospitals will provide a summary of its Financial Assistance
Programs and a Financial Assistance application to all persons receiving
hospital care that it identifies as Uninsured Patients at the time of in-
person registration, admission, or such later time at which the patient is
first identified as an Uninsured Patient. For patients presenting in the
Emergency Department, all Kindred Hospitals will provide such Financial
Assistance materials at such time and in such manner as is consistent with
their obligations under the Emergency Medical Treatment and Active
Labor Act, as amended (EMTALA) to assess and stabilize the patient
before making inquiry of the patient's ability to pay.

5.1.3 Brochures. Brochures, information sheets and/or similar forms of written
communication regarding the hospital's Financial Assistance/Charity Care
policy shall be maintained in appropriate areas of the hospital (e.g., the
Emergency Department, organized registration areas, and the Business
Office) stating in at least English and Spanish, that the hospital offers
Financial Assistance/Charity Care discounts, and describing how to obtain
more information.
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5.14 Website. The website for each Kindred Hospital must include: a notice in
a prominent place that financial assistance is available at the hospital; a
description of the financial assistance application process, and a copy of
the Kindred Hospita! financial assistance application form.

5.1.5 Billing Notices. Each Kindred Hospital shall include a note on or with the
Hospital bill and/or statement regarding the following: the hospital's
Financial Assistance/Charity Care program, how the patient may apply for
consideration under this program, a hospital contact (i.e. person, address,
email and phone number) for billing inquiries, a brief description of
services, dates services were provided, amounts owed for services, and
notice that a patient may obtain an itemized bill upon request.

5.1.6 Financial Counselors. Each Kindred Hospital shall have one or more
financial counselors whose contact information is listed or provided with
other information concerning the hospital's Financial Assistance/Charity
Care discount program, who are available to discuss eligibility and other
questions conceming the program, and to provide assistance with

applications.

Communication with Patients Regarding Eligibility Determination for Financial

Assistance/Charity Care.

6.1

6.2

Notification of Determination. When a Kindred Hospital has made a
determination that a patient's bill will be discounted or adjusted in whole or in
part based on a determination of financial need, the hospital will notify the patient
of such eligibility determination within a commercially reasonable time, and that
there will be no further collection action taken on the discounted portion of the

patient's bill.

Changes in Patient Financials Circumstances. Adverse changes on the patient's
financial circumstances may result in an increase in any Financial
Assistance/Charity Care discount provided by the hospital. Under no condition,
however, would adverse or other changes in a patient's financial circumstances
affect the hospital's continuation of any ongoing treatment during an episode of
care. Along with other patient responsibilities described herein, a patient must
also communicate to the hospital any material change, within 30 days of such
change, in his or her financial situation that: (a) affects the patient's qualification
for Financial Assistance/Charity Care; or (b) his or her ability to abide by a
reasonable payment plan agreed upon with the hospital.

Application of Financial Assistance/Charity Care Determination to Past-Due Bills. When

a patient has been granted a discount on his or her bill under the hospital's Financial
Assistance/Charity Care program, the hospital may apply a similar discount or adjustment
to all other outstanding patient bills. The hospital will advise the patient of such
adjustment of prior accounts, and that the hospital will forego any further attempted to
collect the amounts written off on such accounts.
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8.

10.

Updating Prior Financial Need Determinations

8.1 Effective Time of Financial Assistance Qualification Determination. A

determination of a patient's Family Income in connection with the patient's
qualification for any form: of Financial Assistance under this Policy will remain in
effect the patient's entire episode of care, provided that if an episode of care
continues for more than thirty (30) days, the hospital may request the patient to
re-verify or supplement Family Income information or other eligibility
information as the hospital reasonably deems appropriate, including cooperating
with the hospital financial counselor to re-evaluate the patient's potential
eligibility for coverage under Medicaid or other governmental programs and for
the hospital's Financial Assistance/Charity Care program.

8.2  Re-Verification Within Six Months. When a patient (or the member of the
household of a patient) who has received a determination of financial need under
a Kindred Hospital's Financial Assistance/Charity Care program subsequently
receives or applies for care from the same or any other Kindred Hospital more
than 30 days but less than 6 months later, the hospital shall request appropriate
information necessary to update the patient's or prospective patient’s Financial
Assistance/Charity Care application and re-verify the prior financial need
determination. Kindred Hospital Financial Counselors will work with the patient
to make the updating process as convenient as possible while assuring accuracy of
information. The hospital shall consider the patient's (or prospective patient's)
eligibility for Financial Assistance/Charity Care based on current income and
assets, and other objective information obtained by the hospital relating to
financial need, such as credit reports, new W-2s, tax retums or other data
acceptable under lllinois law.

83 New Application Requirements. If more than six (6) months has expired since a
patient's Financial Assistance eligibility determination, the patient must submit a

new Financial Assistance application.

Financial Assistance/Charity Care Determinations Required Prior to Non-Emergency

Services. Kindred Hospitals will make all reasonable efforts to expedite the evaluation of

patients for eligibility for coverage under governmental programs and otherwise for
Financial Assistance/Charity Care. Such evaluations must generally be made by a
Kindred Hospital prior to provision of non-emergency hospital services. Persons who
have come to a Kindred Hospital emergency department seeking care for a potential
emergency medical condition will first receive a medical screening exam conducted in
compliance with EMTALA and all care needed to stabilize any emergency medical
condition, prior to an evaluation for coverage eligibility under governmental programs or
Financial Assistance/Charity Care.

Collection Activity Pursuant to the [llinois Fair Patient Billing Act

10.1 General. All Kindred Hospitals shall engage in reasonable collection activities for
collection of the portions of bills for which patients are responsible after
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10.2

10.3

application of any Financial Assistance/Charity Care discount, uninsured patient
discount, insurance allowances and payment and other applicable adjustments.
Kindred Hospitals may engage outside third parties to manage Financial
Assistance and collection programs and policies so long as such entity or
individual is contractually bound to comply with the Illinois Fair Patient Billing
Act and other applicable state and federal law.

Cessation of Collection Efforts on Discounted Amounts. No Kindred Hospital
will engage in or direct collections activity with respect to any discounts on health
care charges provided as a result of a determination of eligibility under the
hospital’s Financial Assistance/Charity Care program, unless it is later determined
that the patient omitted relevant information relating to actual income or available
assets, or provided false information regarding financial need or other eligibility
criteria. Balances remaining after financial assistance discounts are applied will
be subject to reasonable collection activity, consistent with this Policy.

Use of Reasonable Legal Processes to Enforce Patient Debt. Reasonable legal
process, including the gamishment of wages, may be taken by any Kindred
Hospital to collect any patient debt remaining afier any adjustment or discount for
Financial Assistance/Charity Care, uninsured status or other reason, under the
following circumstances and after written approval from an authorized Kindred
Hospital employee that such criteria have been satisfied:

10.3.1 For Uninsured Patients:

« The hospital has given the patient the opportunity to assess the
accuracy of the hospital's bill;

« The hospital has given the Uninsured Patient the opportunity to apply
for Financial Assistance/Charity Care and/or a (a) reasonable payment
plan, or (b) discount for which the patient is eligible pursuant to the
Tilinois Patient Uninsured Discount Act;

« The hospital has given the Uninsured Patient at least 60 days after
discharge or receipt of services to apply for Financial
Assistance/Charity Care,

+ If the patient has indicated, and the hospital is able to venfy, that the
patient is unable to pay the full amount due in one payment, the
hospital has offered the patient a reasonable payment plan;

« If the hospital and patient have entered into a reasonable payment plan,
the patient has failed to make payments when due; and

« There is objective evidence that the patient's Family Income and/or
assets are sufficient to meet his or her financial obligation to the

hospital.

ATTACHMENT 19B




#10097893_vd

10.3.2 For Insured Patients:;

The hospital has provided the patient the opportunity, for at least 30
days after the date of the initial bill, to request a reasonable payment
plan for the portion of the bill for which the patient is responsible;

If the patient requests a reasonable payment plan, and fails to agree to
a plan within 30 days after such request; and

If the hospital and patient have entered into a reasonable payment plan,
the patient has failed to make payments when due.
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Triumph HealthCare (GPSH)

Policies and Procedures

;'f""ﬂ# Admission Process Polu:y# | PR.001
Effective Date: January 1, 2008 (reviewed 11-2010) Page | 1of2
Policy

To provide standardized guidelines for patient admission.

Procedure

1.

All patient referrals are called into the Triumph Hospital's Intake Department.
The Intake Department pages the liaison assigned to the patient's location for
the pre-admission screening, if the liaison is unavailable or the account is
unassigned the Intake Department contacts the Director of Professional
Relations for liaison assignment.

intake Department is responsible for monitoring that the Liaison is onsite within 2
hours to conduct the pre-admission screening, unless referral source indicates
additional timeframe is necessary. The liaison faxes the completed pre-
admission screening tool (Attachment A) to the Intake Department. The
screening tool indicates clinical approval, denial or if the patient is pending
additional information necessary to make the decision.

The Liaison at the time of screening notifies the referring hospital of clinical
decision and provides the referring hospital with all information necessary for
patient transfer as well as a listing of the medical records which should
accompany the patient at time of transfer via the Trumph Transfer Check List
(Attachment B).

The Intake Department verifies the financial benefits for all referrals and obtains
authorization as appropriate. Please see Verification of Insurance Benefits
Policy PR.002. The Intake Department obtains and documents financial
approval with the Triumph hospital and communicates all final acceptances, e.g.
clinical and financial, back to the referring hospital, referral physician and payor.
The Intake Department coordinates all transfer arrangements including bed
assignment to the referral source. The Intake Department works with the
Triumph CEQ or their designee to insure that an attending physician has been
secured pror to transfer.

After receiving confirmation that the patient will admit, the Intake Department
provides notice to the Triumph hospital via email, fax, or hard copy of the
patient's demographic and pre-admission screening information. The following
hospital staff should receive copies of the pre-admission screening and
admission notification:

Pharmacy

Rehab
Cardiopulmonary
Case Management
Administration
Nursing/CCO
Admitting office
Infection Control
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PR.001

Title: .o Admission Process

20f2

I_Eﬂfc}:t'_ivé.the: ' January 1, 2008

¢ Medical Records

7. Intake Department is responsible for accurate data entry of all demographic and
financial information into the referral database as well as the billing system.

8. The Nursing Manager/Nursing Supervisor will deliver the pre admission screen
to the nursing
unit. The Unit Secretary or the Charge Nurse on the unit will have the
responsibility of filing the tool in the patient's medical record. The pre admission
screen is a permanent part of the medical record.
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GREATER PEORIA SPECIALTY HOSPITAL, LL.C

CHARITY CARE POLICY

I Definitions. Except as otherwise defined herein, capitalized terms as used in this Charity
Care Policy (the “Policy”) shall have the meanings st forth in Sectiop VI.

1. Persons and Situations Applicable. This Policy applies to individuals who may seek,
or are offered Charity Care by Greater Peoria Specialty Hospital, LLC (the “Company”).

. Disclosure of the Policy. The Company shall advertise this Policy in different ways,
including, but not limited to, in the following ways:

Gy

(B)

Posters. The Company shall advertise the availability of Charity Care on
poster-sized signage located in patient admission and waiting room areas.
A toll-free phone number will be included.

Brochures. The Company shall make available brochures outlining the
Charity Care program, application process and toll-free telephone number
at all patient registration desks and in all waiting room areas,

IV.  Policy Statement. The policy of the Company is to provide Charity Care on a non-
discriminatory basis to persons based on federal poverty guidelines, enhanced by 100%.

V. Procedure.
(A)
(B)
65056073 4

Nondiserimination. Individuals who may seek, or are offered, Charity
Care shall be objectively and fairly evaluated for eligibility, regardless of
race, ethnic background, national origin, creed, or personal, political or
scxual orientation.

Guidelines for Determining Eligibility.

1. If houschold income level is below 100% of the current Federal
Poverty Guidelines, charity will be applied to the full balance
owing on all non-elective Health Care Services provided to the
individual.

2. If household income level is equal to 100%, but less than 200%, of
the cumrent Federal Poverty Guidelines, charity will be applied to
the balance owing on all non-elective Health Care Services
provided to the individual as follows:
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% of Scrvices

% of Federal Poverty Guidcline qualifying for Charity
100% 100%
110% 50%
120% 80%
130% 70%
140% 60%
150% 50%
160% 40%
170% 30%
180% 20%
190% 10%
200% 5%

Sections V (B)l and V (B)2 above are merely guidelines to
determine eligibility for Charity Care. The Board of Managers of
the Company may waive these guidclines at any time. The Board
of Managers of the Company also reserves the right to approve or
deny an application for Charity Care based on its reasonable
assessment of the applicable facis and circumstances. Non-
cooperation of the individual and/or family, filing of false or
misleading information or intentional withholding of pertinent
information will preclude eligibility for Charity Care. Only
citizens of the United States and those with Work Visas will be
considered for Charity Care.

(C)  Procedure for Determining Eligibility. The Company will follow the

procedures set forth below to determine eligibility for Charity Care:

1.

At the time of admission or registration, or where feasiblc, prior to
entry into the health care environment, the patient ar responsible
party will be presented with a Financial Assistance Form.

Patient or responsible party may requesit a Finance Assistance
Form and guidelines for Charity Care at any time, i.c. prior to or at
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(D)

(E)

F)

VI. Definitions.

65056073.4

the time of admission/registration, upon receipt of final bill or first
statement and at any point during the collection process.

3. The Business Office Manager or his/her designee will interview
the patient/responsible party and request the completed Financial
Assistance Form to determine the need and eligibility for Chanty
Care.

4. The Company will determine eligibility for Charity Care:

(@ Upon completion of all information on the Financial
Assistance Form; and

‘(b))  Upon receipt of information verifying the accuracy of
mformation documented on the Financial Assistance Form,
i.e. copies of the current year’s tax retumn, W-2 form or
patient’s social security summary benefits form.

Delegation of Authority and Responsibility. The Company will delegate
authority and responsibility to process and determinc eligibility for
Charity Care to the individuals within the Company identified below. The
individuals to whom responsibility and authority are delegated shall be
responsible for complete adherence to this Policy and to the collection and
retention of records confirming their obtaining of all required information.

1. $0 to $2,000- Business Office Manager.

2. $2,001 to $20,000- Chief Financial Officer.

3. $20,000-+- Chief Executive Officer.

Notification of Determination. Notification of determination will be made

to the patient/responsible party within forty-cight (48) hours of
determination. Such determination shall be made in writing to the patient

or responsible party.

Supplementation and Modification of the Policy. This Policy shall be
interpreted and, as necessary amended, by the Members of the Company
to protect the interests of the Company and to comply with applicable law.

“Charity Care” shall mean Health Care Services rendered due to the
absence of sufficient financial resources 1o cover the costs of such Health
Care Services without catastrophic affect upon the individual family in the
absence of catastrophic health care coverage, and 1o those without third
party insurance which precludes the ability of the individual to pay for
such Health Care Services. Charges and services precluded from
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consideration for Charity Care include private room, outpatient
phatmaceuticals, elective cosmetic surgical procedures and any services
not covered under Medicare and/or Medicaid within the State of Illinois,
including supplies and equipment for home use as well as dental services.

“Health Care Services” shall mean services provided to the individual
within the long-term acute care hospital environment for which global

reimbursemnent is paid under the Medicare long-term acute care hospital
prospective payment system of its SUCCESSOr payment system.

This Policy has been reviewed and approved by the Members as of December 20, 2607

THE METHODIST MEDICAL CENTER OF
ILLINOIS

By:\J{. ww -
Name: W Michoeld ?J&\{qn'f
1ts: Praseoeng & CEO

REHABCARE HOSPITAL HOLDINGS,
L.L.C.

By:

Name:

Its:
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consideration for Charity Care include private room, outpatient
pharmaceuticals, elective cosmetic surgical procedures and any services
not covered under Medicare and/or Medicaid within the State of [llinois,
including supplies and equipment for home use as well as dental services.

“Health Care Services” shall mean services provided to the individual
within the long-term acute care hospital environment for which global
reimbursement is paid under the Medicare long-term acute care hospital
prospective payment system or its successor payment system.

This Policy has been revicwed and approved by the Members as of December 20, 2007:
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THE METHODIST MEDICAL CENTER OF
ILLINOQIS

By:

Name:

Its;

REHABCARE HOSPITAL HOLDINGS,
LLC.

By: N\A[bw

Name: ‘)N-'hub %Ar\

Its:. SENWL Vite PReswenT

~4- Charity Care Policy
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l Page No
| : °
Klndmd ADMISSION REVIEW Lof2
RRL - B BN« I 4
Manual Section Policy Number
Management and Case Management H-ML 10-006
Leadership
Effective Date: 01/2006 Supersedes or
Revised Date:
11/2009
PURPOSE

Case Managers will review each admission to ensure that the patient’s needs and
treatment plan are medical necessity and appropriate for the LTAC setting.

POLICY

Case Managers will complete the initial (admission) review (using adopted
decision support criteria) for appropriateness of LTAC admission and
initiation of discharge planning.

PROCEDURE

1. Once the Case Manager becomes aware of admission (notificatior
or census report), an initial review will be conducted within 2
business days.

2. All of the following components comprst TAGHMENMEmMASion) review
141
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i

« Initial assessment of patient’s needs and treatment plan.

» Appropriateness of level of care and medical necessity of
confinement.

e Anticipated discharge plan.

+ Ensure treatment plan is coordinated.

3. Case Managers review the working DRG and expected LOS using
GMLOS.

¢ Contact attending physician as appropriate with pertinent queries to
clarify documentation.

e Communicate to coder pertinent documentation according to local
practice.

If a case fails screening criteria, then the following steps will be taken:

» Contact attending physician for additional information on
patient’s status and treatment plan.

e Determine continued stay necessity.

¢ Request physician to document above.

Title of Policy Policy Number Page No

Admission Review H-ML. 10-006 20f 2

5. If a case still fails screening criteria, the Case Manager will refer

case to Medical Director (Physician AdYsQRkENT 198
19F
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¢ Medical Director wilt make determination within 12 hours.

patient and records.

« If Medical Director determines medical necessity, then

) o Medical Director will confer with attending or examine
continue review process.
I
|

¢ If Medical Director denies medical necessity and physician
concurs, then a discharge order will be obtained.

« If Medical Director denies medical necessity and physician
disagrees, then QIO HR (hospital requested) review with
HINN process will be initiated.

6. Document the review by taking the following steps:

o Complete admission review, document according to curren
screening criteria guidelines in use (refer to H-ML 10-005
Decision Support Criteria Adoption P&P).

+ Document in the medical record discharge assessment and
anticipated discharge plan.

ATTACHMENT 19B

99

http://sn125w.snt125.mail live.com/mail/InboxLight. aspx?FolderID=00000000-0000-0000-0000-0...  2/3/2011




THE STATEOF 4 &

COUNTY OF &c ach PATIENT TRANSFER AGREEMENT

This Patiept Transfer Agreement (this “Agreement”) is made and entered into on this 0 day
of ~~ 2009, by and between Methodist Medical Center of Illinois and
Greater Peofia Spediity Hospital, each individually referred to herein as “hospital”, or “Transferring
Hospital” if transferring a patient, or “Receiving Hospital” if receiving a patient, pursuant to the terms and
conditions of this Agreement, and collcctively as “hospitals”.

RECITIALS

Whereas, the partics named above have determined that this agreement will promote good patient
care through the expeditious transfer of patients between their hospitals; and

Whereas, the parties desire to fulfill their responsibilities under state and federal law with regard to
the transfer of patients between hospitals; and

Whereas, the parties desire to provide 2 full statement of their agreement in connection with the

transfer of patients between their hospitals;
NOW THEREFORE, in consideration of the mutual covenants and agreements of this contract, it
is understood and agreed by and between the parties hereto as follows:

ARTICLEI

Purpose and Scope

1.01  The purpose of this Agreement is to facilitate the appropriate transfer of patients with an
emergency medical condition and/or patients requiring special services that are unavailable at the
Transferring Hospital.

1.02  This agreement does not provide nor is it meant to provide a private or public source of payment
or assistance to eligible patients of the Transferring Hospital.

ARTICLE 11

| Terms Of Agreement

' 2.01 The agreement shall be for a period of one (1) year, cormencing in the first day of the month
i following the date the agreement is executed by both parties, and shall be automatically renewed each year
' for additional one (1) year terms unless terminate as otherwise provided in this agreement.

2.02  This agreement may be terminated by either party without cause by giving thirty (30) days written
notice to the other party of its intention to withdraw from the agreement. This agreement shall immediately

terrminate upon the occurrence of any of the following events:

a) Either hospital closes or discontinues operation to such an extent that patient care cannot be
carried out adequately.

b) Either hospital loses its license or Medicare certification.

c) Either hospital is in default of any material terms of this agreement and has failed to cure such
default within ten (10) days of receipt of written notice from the cther party.
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2.03  Inthe event this agreement is terminated for any reason, both parties agree to meet their
obligations to any patients who are already involved in the transfer process on the date the agreement is

finally terminated.
ARTICLE I
Definitions
3.01  The following definitions are applicable to this agreement:

a) Capaeity means the ability of the Receiving Hospital to accommodate the individual requesting
examination or treatment of the transferred individual. Capacity encompasses such things as numbers
and availability of qualified staff, beds and equipment and the Receiving Hospilal's past practices of
accommodating additional patients in excess of ils occupancy limits.

b) Comes to the emergency department means (with respect to an individual requesting examination or
treatment) - that the individual is on the hospital property (property includes ambulances owned ard
operated by the hospital, even if the ambulance is not on the hospital grounds). An individual in a non-
hospital owned ambulance on the hospital property is considered to have come to the hospital’s
emergency department. An individual in a non-hospital owned ambulance off the hospital property is
not considered to have come to the hospital’s emergency department, even if a member of the
ambulance staff contacts the hospital by telephone or telemetry commumications and informs the
hospital staff that they want to transport the individual to the hospital for examination 2nd treatment. In
such situations, the Receiving Hospital may deny access if it is in “diversionary status,” that is, it does
not have the staff or facilities to accept any additional emergency patients. If, however, the ambulance
staff disregards the Receiving Hospital’s instructions and transports the individual on to the Receiving
Hospital property, the individual is considered to have come to the emergency department.

c) Emergency medical condition means:

1. A medical condition manifesting itself by acute symptoms of sufficient severity (including severe
pain, psychiatric disturbances and/or symptoms of substance abuse) such that the absence of
immediate medical attention could reasonably be expected to result in

a. Placing the health of the individual (or, with respect to a pregnant woman, the health of the
wormnan or her unborn ¢hild) in serious jeopardy;

b. Serious impairment to bodily functions; or
¢. Serious dysfunction of any bodily organ or part, or

2. With respect to a pregnant woman who is having contractions
a) That there is inadequate time to effect a safe transfer to another hospital before delivery, or
b) That transfer may pose  threat to the health or safety o f the woman or the tnborn child.

d) Labor means the process of childbirth beginning with the begioning with the latent or early phase of
labor and continuing through the delivery of the placenta, a woman experiencing contractions is in true
labor unless a physician certifies that, after a reasonable time of observation, the woman is in false
labor.

e) Mandated Provider means a provider of health care services selected by a county, public hospital, or
hospital district that agrees to provide health care services to eligible residents who are eligible for such
services by having met income and resource requirements.
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f) Stabilized means with respect to an “Emergency Medical Condition™ as defined in this section under
paragraph 1 of that definition, that no material deterioration of the condition is likely, within reasonable
medical probability, to result from or occur during the transfer of the individual from a facility or, with
respect to an “emergency medical condition” as defined in this section under paragraph 2 of that
definition, that the woman has delivered the child and the placenta.

) To stabilize means, with respect to an “emergency medical condition” as defined in this section
under paragraph 1 of that definition, to provide such medical treatment of the condition necessary to
assure, within reasonable medical probability, that no material deterioration of the condition is likely to
result from or occur during the transfer of the individual from a facility or that, with respect to an
»emergency medical condition® as defined in this section under paragraph 2 of that definition. The
woman has delivered the child and the placenta.

h) Transfer means the movement (including the discharge} of an individual outside a hospital's facilities
at the direction of any person employed by (or affiliated or associated, directly or indirectly, with) the
hospital, but does not include such a movement of an individual who

1. has been declared dead, or
2. leaves the facility without the permission of any such person.

ARTICLE 1V

Standards of Transfer

4.01  The hospitals agree that the transfer of a patient will not be predicated upon arbitrary, capricious,
or unreasonable discrimination based upon race, religion, pational origin, age, sex, physical condition, or
economic status, and the transfer or receipt of patients in need of emergency care shall not be bascd upon
the patient’s inability to pay for services rendered by either hospital.

4.02 The hospitals recognize the right of an individual to request transfer into the care of a physician
and a hospital of his own choosing; however, if a patient is transferred for economic reasons and the
patient’s choice is predicated upon or influenced by representations made by the transferring physician or
hospital administration regarding the availability of medical care and hospital services at a reduced cost or
no cost to the patient, the physician or hospital administration must fully diselose to the patient the
eligibility requirements established by the patient’s chosen physician or hospital.

4.03 The Transferring Hospital shall be responsible for accomplishing the transfer in a medically
appropriate manner from physician to physician and from hospital by providing for:

a) Life Support. The use of medically appropriate life support measures which a reasonable and
prudent physician in the same or similar locality exercising ordinary care would use to
stabilize the patient prior to transfer and to sustain the patient during the transfer;

b) Personnel and Equipment. The provision of appropriate personnel and equipment which a
reasonable and prudent physician in the same or similar locality exercising ordinary care
would use for the transfer;

¢} Records. The transfer of all necessary records (or copies thereof) for continuing patient care
related to the emergency condition which the individual has presented that are available at the
time of the transfer, including:
1. a brief description of the patient’s medical history and treatment;
2. records related to the individual’s emergency medical condition and physical
assessment of the patient’s condition, observations of signs or symptoms;
3. preliminary working diagnosis;
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4. results of diagnostic studies and lab tests;

pertinent x-ray films and reports;

6. the reason for transfer and the informed written consent to transfer or appropriate
certification thereof ; and

7. ‘the name and address of any on-call physician who has refused or failed to appear
within a reasonable time to provide necessary stabilizing treatment. Other records
(e.2., test results not yet available or historical records not readily available from the
Transferring Hospital’s files) must be sent as soon as practicable after transfer;

-

d) Availability of facilities, services, and staff. The consideration of the availability of

appropriate facilities, services, and staff for providing care to the patient.

4.04  Mandate Providers. The hospitals will recognize and comply with the requirements of the Indigent
Health Care and Treatment Act, Health and Safety Code, Chapter 61, relating to the transfer of patients to
mandated providers,

ARTICLE V

Responsibilities of Transferring Hospital
5.01 General

a) Medical Screening. When an individual comes to the Emergency Center of the
Transferring Hospital, or to any location on Transferring Hospital property, and a
request is made on the individual’s behalf for a medical examnipation or treatment, an
appropriate medical screening examination, within the capabilities of the emergency
department (including ancillary services routinely available to the emergency
department), shall be provided by qualified medical personnel to determine whether
an emergency medical condition exists, or with respect to a pregnant wornan having
contractions, whether the woman is in labor.

b) No Delay for Inquiry. A medical screening examination, stabilizing treatment, or
appropriate transfer will not be delayed to inquire about the individual’s method of

payment or insurance status.

¢) Protection Against Retaliation. A physician or qualified medical person will notbe
penalized or have adverse actions taken against him based on a refusal to authorize
the transfer of an individual with an emergency medical condition that has not been
stabilized.

5.02 Evaluation of Individual Prior to Immediate Transfer.

a) Inthe event of a potential need to transfer the individual, the individual ghall be (1) evaluated
by a physician who is on duty in the emergency department at the time the patient presents or
is presented, or (2) evaluated by a physician on call who is physically able to reach the patient
within 30 minutes after being informed that an individual who requires immediate medical
attention is present at the Transferring Hospital. The physician on call must be available
within 30 mimues by direct telephone or radio communication with authorized personnel at
the Transferring Hospital who will assess and report the patient’s condition to the physician.

503  Transfer of Individuals Prior to Stabilization. The Transferring Hospital may not transfer a
patient with an emergency medical condition, which has not been stabilized unless:

a) Written Transfer Request. The patient or a legally responsible person acting on the
patient’s behalf, after being informed of the Transferring Hospital’s obligations under this
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5.04

5.05

" b)

c)

section and of the risk of transfer, in writing requests transfer into the care of another
physician and hospital;

Phvsician Certification. A licensed physician has signed a certification, which includes a
summary of the risks and benefits, that, based on the information available at the time of
transfer, the medical benefits reasonably expected from the provision of appropriate medical
treatment at another hospital outweigh the increased risks to the patient (from effecting the
transfer), and, in the case of labor, to the unbom child from effecting the transfer; or

Non-physician Certification. If a licensed physician is not physically present in the
emergency department at the time a patient is transferred, a qualified medical person has
signed a certification described in subsection 4.03 (b) after a licensed physician, in
consultation with the person, has made the determination described in subsection 5.03 (b) and
subsequently countersigns the certification within 24 hours.

Transfer of Individuals After Stabilization. The Transferring Hospital may transfer
individuals after stabilization by appropriate means under the following circumstances:

a)

b)

Specialized Treatment. The individual requires specialized treatment, including but not
limited to, treatment of acute brain, head, back and neck injuries, acute rehabilitative services,
pedidtrie (trenma, neurological, rehabilitative, internal medicine, cardiology), orthopedic,
otorhinolaryngologic, urology, or thoracic services not available at the Transferring Hospital
and the Receiving Hospital with specialized facilities has the capacity in the specialized
Tacility.

Individual’s Choice. The individual requests to be transferred to a physician and a hospital
of his or her choice.

Additional Responsibilities. The Transferring Hospital hereby further agrees to:

2)
b)

<)

d)

Recognize the right of a patient to refuse to give consent to treatment or transfer;

Notify the Receiving Hospital’s designated representative prior to transfer to receive
confirmation regarding the capacity of the Receiving Hospital to provide specialized
facilites;

Provide, within the capabilities of the Transferring Hospital, appropriate personnel,
equipment, and services to assist the transferring physician with the coordination and transfer
of the patient.

Designate a person who has authority to represent the Transferring Hospital and coordinate
the transfer of the patient from the Transferring Hospital;

Provide the Receiving Hospital any information that is available concerning the patient's
coverage or eligibility under a third-party coverage plan, Medicare or Medicaid, or a health
care assistance program established by the county, public hospital, or hospital district;
Complete, execute, and forward a Memotandum of Transfer form to the Receiving Hospital
for every patient who is transferred which includes the following information:

(i} the patient’s full name, if know;

(ii} the patient’s race, religion, national origin, age, sex, physical handicap, if known;

(iii} the patient’s address and next of kin, address, and phone number if known;
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g)
h)

(iv) the names, telephone numbers and addresses of the transferring and receiving
physicians;

(v) the names, addresses, and telephone numbers of the Transferring and Receiving
Hospitals;

(vi) the time and date on which the patient first presented or was presented tot he
transferring physician and Transferring Hospital;

(vii) the time and date on which the transferring physician secured a receiving physician;

(viii) the name, date, and time a hospital administrator was contacted in the Receiving
Hospital;

(ix) signature, time and title of the Transferring Hospital administrator who contacted
the Receiving Hospital;

(x) the certification required by Section 5.03 of this Agreement if applicable (the
certification may be part of the memorandum of transfer form),

(xi) the time and date on which the receiving physician assumed responsibility for the
patient;

(xii) the time and date on which the patient amrived at the Receiving Hospital (by
Receiving Hospital);

(xiii) signature and date of Receiving Hospital administrator (by Receiving Hospital);
(xiv) type of vehicle and company used;
(xv) type of equipment and/or personnel needed in transfers;
(xvi) name and city of the Receiving Hospital;
(xvii) diagnosis by transferring physician; and
(xviii} attachments by Transferring Hospital.
Notify the Receiving Hospital of the estimated time of arrival of patient;

Transferring Hospital agrees to use its best efforts to encourage its patients not to bring their
valuables with them when transferred.

Transferring Hospital agrees to accept the transfer back to the Transferring Hospital of those
patients whose level of care becomes such that it is within the Transferring Hospital’s
capability to provide.
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ARTICLE VI

Responsibilities of the Receiving Hospital

6.01 General

a) Provide, as promptly as possible, confirmation to Transferring Hospital regarding the
availability of bed(s), appropriate facilities, services, and staff necessary to treat the patient
and confirmation that the Receiving Hospital has agreed to accept transfer of the patient.

b) Provide, within the capabilities of the Receiving Hospital, appropriate personzel, equiprent,
and services to assist the receiving physician with he receipt and treatment of the patient
transferred.

c¢) Designate a person (s) who has authority to represent the Receiving Hospital and coordinate
the trapsfer and receipt of the patients into the hospital.

d) Upon request, provide current information concerning its eligibility standards and payment
practices to the Transferring Hospital and patient.

e) Acknowledge any contractual obligations and comply with any statutory or regulatory
obligations that might exist between patient and a designated provider.

f) Complete and execute that portion of the Memorandum of Transfer which pertains to
Receiviog Hospital and return to Transferring Hospital.

ARTICLE VII
Pavment Provisions

7.01  All charges incwred with respect to any services performed by either hospital for patients received
from the other hospital pursuant to this agreement shall be billed and collected by the hospital providing
such services directly from the patient, third party coverage, Medicare or Medicaid, or other sources
normally billed by the hospital.

ARTICLE vIIT

Liability and Indemnification

8.01  Each of the parties hereto shall be responsible only for its own acts and omissions with respect to
transfer or receipt of patients pursuant to this agreement.

ARTICLE IX
Insurance

9.01 Each hospital shall secure and maintain, or cause to be secured and maintained, with respect to
hospital, during the term of this agreernent, comprehensive general Lliability insurance, worker’s
compensation insurance, and professional liability insurance, or an equivalent self-insurance program,
providing minimum limits of liability as follows:

Professional Liability: $1,000,000.00 per claim/occurrence and $3,000,000 io the annual
appregate.
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Worker's Compensation and Employers' Liability Insurance covering its statutory and legal
obligations for employee job related injuries or ilinesses. Said policy shall provide for statutory
benefits and contain minimum limits of liability of $500,000.00 per accident. Such policy shall be
supplemented by an excess general liability umbrella policy with a minimum linit of liability of

£5,000,000.

General Liability Insurance covering third party claims for bodily injury and property damage
arising from the premises and operations of Contractor (including without limitation any clinie,
office or other similar facilities independent of Hospital's facilities utilized by Contractor in
providing services hereunder). Such policy shall contain minimum limits of liability of $1,000,000

per occurrence and $3,000,000 in the aggregate.

ARTICLE X

Dispnte Resolution

10.01  Disputes involving patient care matters may be referred to a joint quality assurance committes,
composed of representative of each hospital, for review and resolution of the dispute.

ARTICLE X1
Notice

11.01  Any notices to be given hereunder by either party to the other shall be effected in writing either by
personal delivery or delivery by mail, registered or certified, postage prepaid with retum receipt requested.
Mailed notices shall be addressed to the parties at the addresses appearing in paragraph 11.02 of this
Agrecment, until and unless such party changes the specified address by written notice to the other.

11.02 Notice shall be given to each of the parties at the following addresses:

The Methodist Medical Center
of Illinois

221 N. E. Glen Ozk Avenue
Peoria, Illinois 61636

Attn: President and CEO

With copy to:

REHABCARE GROUP, INC.
7733 Forsyth Blvd., Suite 2300
St. Louis, MC 63105

Attn: General Counsel

ARTICLE X11

Governing Iaw

12.01 The validity of this Agreement and of any of its terms or provisions as well as the rights and duties
of the parties hereunder, shall be governed by the laws of the State of Missouri.
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ARTICLE XIII

Lepal Construction

13.01 In case any one or more of the provisions contained in this Agreement shall, for any reason, he
held to be invalid, {llegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall
not affect any other provision hereof and this Agreement shall be construed as if such invalid, illegal or
unenforceable provision had never been contained herein.

ARTICLE X1V

Assignment

14,01 This Agreement is not assignable by either party without the prior written consent of the other.
Any assignment without such written consent shall be void and have no effect.

ARTICLE XV
Amendment

15.01 No provision of this Agreement shall be deemed waived , amended or modified by either party
unless and until such waiver, amendment or modification is in writing and exccuted subsequent to the date
of this Agreement by the party against whom it is sought to be enforced.

ARTICLE XVI

Entire Agreement

16.01  This Agreement supersedes any and all other Agreements either oral or in writing, between the
parties hereto with respect to the subject matter hereof, and no other Agreement, statement, or promise
relating to the subject matter of this Agreement which is not contained herein shall be valid or binding,

ARTICLE XVII

Execution and Submission For Approval

17.01  Each person signing this Agreement hereby represents that he/she is authorized to enter into this
Agreement by the hospital for which he/she signing.

17.02 This Agreement shall be signed by the Chairman and Secretary of each party’s governing body.
Alternatively, either party may submit, as attachments to this Agreement, a document {e.g., resolution,
policy) from the goveming body, executed by both the Chairman and Secretary of the entity, delepating to
the person whose signature appears below the authority to negotiate and adopt transfer agreements.

17.03 The Parties acknowledge that this Agreement must be approved by the Missouri Department of State

Health Services (the "Department”), and agree that if the Department finds the Agreement deficient in any
manner, the Parties will amend this Agreement to coroply with Department requirements.

[SIGNATURE PAGE TO FOLLOW]
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EXECUTED IN DUPLICATE ORIGINALS THE DATE FIRST WRITTEN ABOVE.

METHODIST MEDICAL CENTER OF ILLNIOS
By: [ Qanan) Bdeanm

NaME: X {rah RSimon)

TITLE: )éj\ VP ¢ @()‘/C/l/()

GREATER PEORIA SPECIALTY HOSPITAL

e HNAR

vanies W5, Gehalix
TITLE: J. [ of Qer'vf

ATTEST: ATTEST:

APPROVED:

NAME:
TITLE:
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THIS PATIENT TRANSFER AGREEMENT (hereinafter "Agreement"), made and entered into this /=" day
of Mﬂ: 2009, by and between Greater Peoria Specialty Hospital, LLC (hereinafter "Hospital" or
"Institution™), and HCR Healthcare, LLC (hereinafter "Facility” or "Institution”).

WHEREAS, Hospital operates an acute inpatient hospital in the City of Peoria, State of Illinois; and

WHEREAS, Facility is engaged in the business of fumishing long-term health care services; and with
Corporate Offices located at 333 North Summit St, Toledo, Ohio 43604 and sites in the following cities-
Riverview, Peoria, Canton, Henry, Normal, Galesburg, Macomb, Champaingne, Moline, Paxton, and Decatur.

WHEREAS, Hospital and Facility have determined that it would be in the best interest of patient care to enter
into a transfer agreement for transfer of patients between the respective institutions;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, and for .
other valuable consideration, the receipt and sufficiency of which is hereby acknowledged, Hospital and

Facility agree as follows:

1. Term. This Agreement shall commence on the day and year first above written and shall continue for a
period of one (1) month, continuing from month to month thereafter unless sooner terminated by either
Institution by 30 day written notification.

2, Purpose of Agreement. Subject to the terms of this Agreement, each Institution agrees to transfer to the
other Institution and to receive from the other Institution patients in need of the care provided by such
Institution for the purpose of providing improved patient care and continuity of patient care.

3. Patient Transfer. The need for transfer of a patient from one Institution to the other shall be determined
by the patient's attending physician, and such determination shall be written in the patient’s record by the
attending physician. When such a determination has been made, the transferring Institution shall immediately
notify the receiving Institution of the impending transfer. The receiving Institution agrees to admit the patient
as promptly as possible, provided that admission requirements in accordance with federal and state laws and
regulations are met, al conditions of eligibility for admission to the Institution are met and bed space and
other resources are available to accommodate that patient. Prior to moving the patient, the transferring
Institution must receive confirmation from the receiving Institution that it can accept the patient.

4. Provision of Information te Each Institution. Each Institution shall provide the other Institution with the
names or classifications of persons authorized to initiate, confirm, and accept the transfer of patients on behalf
of the receiving Institution. Each Institution shall state specifically where transferring patients are to be
delivered at its premises. The Institutions agree to provide to each other information about the type of
resources available to offer services and the type of patients and health conditions that the receiving
Institution will accept.

5. Transfer and Referral Forms. The transferring Institution will send with each patient at the time of
transfer, or in the case of an emergency, as promptly as possible, the completed transfer and referral forms as
murtually agreed upon to provide the administrative information necessary to determine the appropriateness of
the placement and to ensure continuity of patient care. The transfer and referral forms shall include such
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each Institution shall remain the property ot the respective Institution.

6. Personal Effects. The transferring Institution shall be responsible for the transfer or other appropriate
disposition of personal effects, particularly money and valuables, and information related to these items.

7. Transfer Consent. The transferring Institution shall have responsibility for obtaining the patient's consent
to the transfer to the other Institution prior to the transfer, if the patient is competent. If the patient is not
competent, the transferring Institution shail obtain the consent of the patient’s legal guardian or health care
surrogate. If a guardian or health care surrogate has not been appointed, the transferring Institution shall
obtain the consent of a family member. If such consent is not possible, the consent of the patient's physician
shall be obtained by the transferring Institution.

8. Payment for Services. The patient is primarily responsible for payment for care received at either
Institution and, prior to transfer, the patient shall be required, if competent, to acknowledge his or her
obligation to pay for care received at the receiving Institution. Each Institution shall be responsible only for
collecting its own payments for services rendered to a patient transferred pursuant to this Agreement. No
clause of this Agreement shall be interpreted to authorize either Institution to look to the other Institution to
pay for services rendered to a patient transferred pursuant to this Agreement, except to the extent that such
liability would exist separate and apart from this Agreement.

9. Transportation of Patient. The transferring Institution shall have responsibility for arranging
transportation of the patient to the other Institution. The transferring Institution shall arrange for appropriate
and safe transportation and care of the patient during transfer in accordance with applicable federal and state
laws. The receiving Institution's responsibility for the patient's care shall begin when the patient is admitted,
either as an inpatient or an outpatient, to that Institution.

10. Services. When Hospital is the receiving Institution, it agrees to provide such radiology, other diagnostic
and medical services, including emergency dental care, on an outpatient basis, as ordered by the patient's
attending physician, subject to state and federal laws and regulations.

11. Social Work Services. The receiving Institution shall be responsible for the recognition of need for
social work services and for prompt reporting to appropriate agencies when required by applicable laws and
regulations. '

12. Advertising and Public Relations. Neither Institution shall use the name of the other Institution in any
promotional or advertising material unless review and approval of the intended advertisement shall first be
obtained from the party whose name is to be used. Both Institutions shall deal with each other publicly and
privately in an atmosphere of mutual respect and support, and each Institution shall maintain good public and
patient relations and efficiently handie complaints and inquiries with respect to transferred or transferring
patients.

13, Independent Contractor Status. Both Institutions are independent contractors. Neither Institution is
authorized or permitted to act as an agent or employee of the other. Nothing in this Agreement shall in any
way alter the freedom enjoyed by either Institution, nor shall it in any way alter the control of the
management, assets, and affairs of the respective Institutions. Neither party, by virtue of this Agreement,
assumes any liability for any debts or obligations of either a financial or a legal nature incurred by the other
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A. Pursuant to subsection 1395x(V)(1)(A) of Title 42 of the United States Code, until the expiration of four
(4) years after the termination of this Agreement, each Institution shall make available, upon request of the
Comptroller General of the United States General Accounting Office, or any of its duly authorized
representatives, a copy of this Agreement and such books, documents and records as are necessary to certify
the nature and extent of the costs of the services provided by such Institution under this Agreement.

B. Each Institution further agrees that in the event such Institution carries out any of its duties under this
Agreement through a subcontract with a value or cost of TEN THOUSAND ($10,000.00) DOLLARS or more
over a twelve (12) month period with a related organization, such contract shall contain a clause to the effect
that until the expiration of four (4) years after the fumishing of such services pursuant to such subcontract, the
related organization shail make available, upon written request to the Secretary of the United States
Department of Health and Human Services, or upon request to the Comptroller General of the United States
General Accounting Office, or any of their duly authorized representatives, a copy of such subcontract and
such books, documents and records of such organization as are necessary to verify the nature and extent of

such costs,

15. Insurance. Each Institution shall secure and maintain at all times during the term of this Agreement, at
its sole expense, professional liability insurance covering it and its staff'in minimum amounts of $1,000,000
per incident and $3,000,000 aggregate per year with a reputable and financially viable insurance carrier,
naming the other Institution as an additional insured. Each Institution shall provide the other with a certificate
evidencing such insurance coverage within five (5) days after obtaining such coverage. Each Institution
agrees to notify the other immediately of any material change in any insurance policy required to be
maintained by it hereunder.

16. Liability. Each Institution shall be responsible for its own acts and omissions and shall not be responsible
for the acts and omissions of the other Institution. Each Institution agrees to indemnify and hold harmiess the
other Instifution from and against any and all liability, cost, loss and expense (including reasonable attorneys
fees) that arise from or relate to any omission, fault, negligence or other misconduct by the indemnifying
Institution, or its agents or employees in connection with this Agreement.

17. Confidentiality.

A. Each Institution recognizes and acknowledges that, by virtue of entering into this Agreement and providing
services to patients hereunder, it will have access to certain information that is confidential and constitutes
valuable, special and unique property of the parties hereto. Each Institution agrees that neither it nor any of
its staff will at any time, either during or subsequent to the term of this Agreement, disclose to others, use,
copy or permit to be copied, without the other Institution's express prior written consent, except pursuant to its
duties hereunder, any confidential or proprietary information of such other Institution, including, but not
limited to, information which concerns such other Institution's patients, costs, prices and treatment methods at
any time used, developed or made by either Institution, and which is not otherwise available to the public.

B. Except for disclosure to their legal counsel, accountant, or financial advisors, neither of the Institutions nor
any of the Institutions’ personnel shall disclose the terms of this Agreement to any person who is not a party
or sighatory to this Agreement, unless disclosure thereof is required by law or otherwise authorized by this
Agreement. C. Neither the Institutions nor any of the Institutions' personnel shall disclose to any third party,
except where permitted or required by law, or where such disclosure is expressly approved by the other party
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receiving treatment for alcohol or drug abuse, it is fully bound by the provisions of the federal regulation
governing Confidentislity of Alcohof and Drug Abuse Patient Records (42 C.F.R. Part 2, as amended from
time to time). Ih addition, if necessary, each Institution agrees to resist in judicial proceedings any effort to
obtain access to such records or information except such access as is expressly permitted by the
aforementioned federal regulations.

18. Non-Discrimination. Each Institution agrees to comply with Title V1 of the Civil Right Act of 1964,
Section 504 of the Rehabilitation Act of 1973, the Americans with Disabilities Act of 1990, and ail related
regulations and other applicable Jaws, to ensure that it does not discriminate against any recipient of services
hereunder on the basis of race, color, sex, creed, national origin, age or handicap, or on the basis that the
recipient of services is eligible for Medicaid or Medicare coverage, under any program or activity receiving
Federal financial assistance.

19. Effect of Termination. As of the effective date of termination of this Agreement, neither Institution shall
have any further right or obligations hereunder except for rights and obligations accruing prior to such
effective date of termination, or arising as a result of any breach of this Agreement.

20. Non-Exclusive Agreement. The parties to this Agreement acknowledge that it does not exclude either
party from entering into similar arrangements with similarly situated institutions.

21. Nonwaiver. No waiver of any term or condition of this Agreement by either party shall be deemed a
continuing or further waiver of the same term or condition or a waiver of any other term or condition of this

Agreement.

22. Governing Law. This Agreement is made and entered into in the State of Illinois and sha!l be governed
and construed in accordance with the laws of State of Jllinois.

23, Assignment. This Agreement shall not be assigned in whole or in part by either Institution hereto without
the express written consent of the other Institution.

24, Invalid Provision. In the event that any portion of this Agreement shall be determined to be invalid or
unenforceable, the remainder of this Agreement shall be deemed to continue to be binding upon the parties
hereto in the same manner as if the invalid or unenforceable provision were not a part of this Agreement.

25. Amendment. This Agreement may be amended at any time by a written agreement signed by the parties
hereto.

26. Notices. Any notice required or allowed to be given hereunder shall be deemed to have been given upon
deposit in the United States mail, registered or certified, with return receipt requested and addressed to the
party to this Agreement to whom notice is given, at the address indicated at the beginning of this agreement,
or to such other address as either party may designate in writing by notice.

27. Entire Agreement. This Agreement constitutes the entire agreement between the parties and contains all

of the agreements between them with respect to the subject matter hereof and supersedes any and all other
agreements, either oral or in writing, between the parties hereto with respect to the subject matter hereof.
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JPMORGAN CHASE BANK, N.A. CITIGROUP GLOBAL MARKETS INC.
J.P. MORGAN SECURITIES LLC 390 Greenwich Street
383 Madison Avenue New York, New York 10013
New York, New York 10179

MORGAN STANLEY SENIOR FUNDING, INC.
1585 Broadway
New York, New York 10036
February 7, 2011

Kindred Healthcare, Inc.
680 South Fourth Street
Louisville, Kentucky 40202

Attention: Donald H. Robinson

Project Bascball
$600.0 Million Senior Secured Asset-Based Revolving Facility
$700.0 Million Senior Secured Term Facility
$550.0 Million Senior Unsecured Bridge Facility
Commitment Letter

Ladics and Gentlemen:

You (the “Borrower” or “you”) have advised J.P. Morgan Sccurities LLC (“JPMorgan”™),

JPMorgan Chase Bank, N.A. (“JPMorgan Chase Bank™), Citigroup Global Markets Inc. (“CGMI” and,
together with Citibank, N.A., Citicorp North America, Inc. and/or any of their affiliates as may be appro-
priate to provide the services contemplated herein, “Citi”) and Morgan Stanley Senior Funding, Inc.
(“MSSF"; together with JPMorgan, JPMorgan Chase Bank and Citi, the “Commitment Parties,” “we” or
“us”) that you (or onc or more of your direct or indirect wholly owned subsidiaries) and RehabCare
Group, Inc., a Delaware corporation (the “Target”) intend to enter into a merger agreement dated as of the
date hereof (the “Transaction Agreement™) pursuant to which you (or one or more of your direct or indi-

 rect wholly owned subsidiaries) will merge with and into the Target, with you {or one or more of your
direct or indircct wholly owned subsidiaries) continuing as the surviving corporation (the “Transaction”).
The cxpected sources and uses of funding for the Transaction are described in the Sources and Uses Table
(the “Table”) attached hereto as Schedule 1.

You have also advised us that you propose to finance the Transaction with Borrower
common stock and cash. You have further advised us that you propose to finance up to $1,650.0 million
of the cash portion of the Transaction consideration, refinancing of indebtedness of Borrower and Target
and the related fees and expenses from the following sources: (a) $600.0 million from a senior secured
asset-based revolving facility (the “ABL Facility”) of the Borrower, of which no more than $400.0 mil-
lion plus amounts to fund original issue discount or upfront fees in connection with the flex provisions of
the Fee Letter, shall be drawn at closing, (b) $700.0 million from a senior secured term loan facility (the
“Tenn Facility” and together with the ABL Facility, the “Senior Secured Credit Facilities™) of thc Bor-
rower and (c) $550.0 million in cash proceeds from (A) the issuance by the Borrower of senior unsecured
notes (the “Senior Notes™ or “Sccurities”) in a public offering or Rule 144A private placement and/or
(B) in the event thc Borrower does not issuc the full amount of the Securitics at or prior to the time the
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Transaction is consummated, a senior bridge facility (the “Bridge Facility™; together with the Senior Se-
cured Credit Facilitics, the “Credit Facilities™).

Each of JPMorgan, Citi and MSSF is pleased to advise you that it is willing to act as a
joint lead arranger and joint bookrunner for the Credit Facilities, and, subject to the terms and conditions
described in this Commitment Letter, each of JPMorgan Chase Bank, Citi and MSSF agree, severally and
not jointly, to provide 50%, 25% and 25%, respectively, of the entire principal amount of cach of the
Credit Facilities. This Commitment Letter, the Summaries of Terms and Conditions attached as Exhibits
A, B and C hereto (the “Term Shects™) and Exhibit D sct forth the principal terms and conditions on and
subject to which we arc willing to make available the Credit Facilities.

It is agreed that JPMorgan, Citi and MSSF wil} act as the joint lead arrangers and joint
bookrunners in respect of the Credit Facilities (in such capacities, the “Joint Lcad Arrangers”; togcther
with the Commitment Parties, the “Agents”), and that JPMorgan Chase Bank will act as the sole adminis-
trative agent in respect of the Credit Facilities. It is agreed that JPMorgan will have “left” placement, and
Citi and MSSF will be listed in alphabetical order in any marketing materials or other documentation used
in connection with the Credit Facilities. You agree that, as a condition to the commitments and agree-
ments hereunder, no other agents, co-agents or arrangers will be appointed, no other titles will be awarded
and no compensation (other than that expressly contemplated by the Term Shects and the Fee Letter re-
ferred to below) will be paid in connection with the Credit Facilities unless you and we shali so agree.

We intend to syndicate the Credit Facilities to a group of lenders (together with JPMor-
gan Chase Bank, Citi and MSSF, the “Lenders”) identified by us in consultation with you, it being under-
stood that we will not syndicate to those persons identified by you in writing to the Joint Lead Arrangers
(or to their affiliates) prior to the datc hereof (or, if after the date hereof, only if the addition of such per-
sons is reasonably acceptable to the Administrative Agent) (such persons, collectively (including their
affiliates), the “Disqualified Institutions™). Notwithstanding any other provision of this Commitment Let-
ter to the contrary, unless you and we so agrec (a) no Commitment Party shall be relieved or novated from
its obligations hcreunder in connection with any syndication or assignment until after the Closing Date,
(b) no such assignment or novation shall become effective with respect to any portion of any Commit-
ment Party’s commitment in respect of the Credit Facilities until the initial funding of the Credit Facilities
on the Closing Date, and (c) unless the Borrower agrees in writing, each Commitment Party shall retain
exclusive control over all rights and obligations with respect to its commitments, including all rights with
respect to consents, modifications and amendments, until the Closing Date has occurred.

We intend to commence syndication efforts promptly, and you agree, from the date of
this Commitment Letter to the earlicr of 90 days aftcr the Closing Date and a Successful Syndication ac-
tively to assist us in completing a syndication reasonably satisfactory to us. Such assistance shall include
(a) your using commercially reasonable efforts to ensure that the syndication efforts benefit materially
from your cxisting banking relationships and those of the Target (b) direct contact between scnior man-
agement of the Borrower and the proposed Lenders (and your using commercially reasonable efforts to
ensure such contact between senior management and non-legal advisors of the Target and the proposcd
Lenders, (c) as set forth in the next paragraph, assistance from the Borrower and its subsidiarics (and your
commercially reasonable efforts to causc Target and its subsidiaries to assist) in the preparation of materi-
als to be used in connection with the syndication (collectively, with the Term Sheets, the “Information
Materials™), and (d) the hosting, with us and senior managcment of the Borrower and the use of commer-
cially reasonable efforts to arrange the hosting, with us and senior management of the Target, of one or
more meetings of prospective Lenders. Notwithstanding anything to the contrary contained in this Com-
mitment Letter or the Fec Letter, neither the commencement nor completion of the syndication of the
Credit Facilities shall constitute a condition precedent to the Closing Date.

2.
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You will assist us in preparing Information Materials, including Confidential Information
Memoranda, for distribution to prospective Lenders by posting on IntraLinks or another similar elcctronic
system (the “Platform™) (with JPMorgan’s name appearing on the left hand side of any Information Mate-
rials and other documentation used in connection with the Credit Facilities and JPMorgan holding the
leading role and responsibilities associated with such left placement including maintaining physical books
in respect of the Credit Facilitics). You also will assist us in preparing an additional version of the Infor-
mation Materials (the “Public-Side Version™) to be used by prospective Lenders’ public-sidc employees
and representatives (“Public-Siders™) who do not wish to receive material non-public information (within
the mcaning of United States federal securities laws) with respect to the Borrower, the Target, the Bor-
rower’s affiliates and any of their respective securitics (“MNPI”) and who may be engaged in investment
and other market related activities with respect to any such entity’s sccurities or loans. Before distribu-
tion of any Information Materials, you agree to exccutc and deliver to us (i) a letter in which you author-
ize distribution of the Information Materials to a prospective Lender’s employces willing to receive MNPI
(“Private-Siders™) and (ii) a separate letter in which you authorize distribution of the Public-Side Version
to Public-Siders and represent that no MNP is contained therein. Each Confidential Information Memo-
randum shall exculpate us with respect to any liability rclatcd to the use of the content of such Confiden-
tial Information Memorandum or any related marketing material by the recipients thereof. You also ac-
knowlcdge that Public-Siders employed by the Joint Lead Arrangers or their respective affiliates, consist-
ing of publishing debt analysts, may participate in any public side meetings or telephone conference calls
held pursuant to clause (d) of the immediately previous paragraph; provided that such analysts shall not
publish any information obtained from such meetings or calls until the syndication of the Credit Facilities
has becn completed upon making of allocations by the Joint Lead Arrangers and the Joint Lead Arrangers
freeing the Credit Facilities to trade.

The Borrower agrees that the following documents may be distributed to both Private-
Siders and Public-Siders, including through a Platform designated “Public-Siders™, unless the Borrower
advises the Joint Lead Arrangers in writing (including by email) within a reasonable time prior to their
intended distribution that such materials should only be distributed to Private-Siders: (a) administrative
materials prepared by the Agents for prospective Lenders (such as a lender meeting invitation, lender al-
location, if any, and funding and closing memoranda), (b) notification of changes in the terms of the
Credit Facilities and (c) other materials intended for prospective Lenders after the initial distribution of
Information Materials. If you advise us that any of the foregoing should be distributed only to Private-
Siders, then Public-Siders will not receive such materials without further discussions with you.

The Borrower hereby authorizes the Commitment Parties to distribute drafts of definitive
documentation with respect to the Credit Facilities to Private-Siders and Public-Siders.

The Joint Lead Arrangers, will manage, in consultation with you, all aspects of the syndi-
cation, including decisions as to the selection of institutions to be approached and when they will be ap-
proached, when their commitments will be accepted, which institutions will participate, the allocation of
the commitments among the Lenders and the amount and distribution of fees among the Lenders. The
Joint Lead Arrangers will have no responsibility other than to arrange the syndication as sct forth herein
and in no event shall be subject to any fiduciary or other implied duties. Additionally, the Borrower ac-
knowledges and agrees that nonc of the Joint Lead Arrangers is advising the Borrower as to any legal, tax,
investment, accounting or regulatory matters in any jurisdiction. In addition, you acknowledge that Mor-
gan Stanley & Co. Incorporated, an affiliate of MSSF, has been retained by you as financial advisor in
conneetion with the Acquisition. The Borrower shall consult with its own advisors concerning such mat-
ters and shall be responsible for making its own independent investigation and appraisal of the transac-
tions contemplated hereby, and the Joint Lead Arrangers shall not have any responsibility or liability to
the Borrower with respect thereto.




To assist us in our syndication efforts, you agree promptly to preparc and provide to us
(and usec commercially rcasonable efforts to cause the Target to provide to us) all information with respect
to the Borrower and its subsidiaries, the Target, the Transaction and the other transactions contemplated
hereby, including all financial information and projections (the “Projections”), as we may reasonably re-
quest in connection with the arrangement and syndication of the Credit Facilitics. You hereby represent
and covenant that (a) all written information concerning the Borrower and its subsidiaries and, to your
knowledge, the Targct and its subsidiaries (including the Information Materials), other than the Projec-
tions and other forward looking information and information of a general cconomic or industry-specific
nature, that will be made available by you or any of your representatives pursuant to the immediately pre-
ceding sentence (the “Information”) is or will be, when furnished, taken as a whole, complete and corrcet
in all material respects and does not or will not, when furnished, taken as a whole, contain any untrue
statement of a material fact or omit to state a material fact necessary in order to make the statements con-
tained therein not materially misleading in light of the circumstances under which such statements arc
made and (b) the Projections that have been or will be made available to us by you or any of your repre-
sentatives have been or will be prepared in good faith based upon assumptions you believed to be reason-
able at the time made; it being recognized by the Lenders that such Projections are as to future events and
are not to be viewed as faets and are subject to significant uncertainties and contingencies many of which
are beyond your control, and that actual results during the period or periods covered by any such Projce-
tions may differ significantly from the projected results and such differences may be material. You agree
that if prior to the carlicr of (x) 90 days after the Closing Date and (y) a Successful Syndication (as de-
fined in the Fee Letter) you become awarc that any of the representations and warrantics in the preceding
sentence would be incorrect if the Information and the Projections were then being furnished, and such
representations were then being madc, then you will promptly supplement the Information and the Projec-
tions such that (with respect to the Information relating to the Borrower and its subsidiaries and, to the
best of your knowledge, the Target and its subsidiaries) such representations and warranties are correct
under those circumstances. You understand that in arranging and syndicating the Credit Facilities we
may use and rely on the Information and Projections without independent verification thereof.

As consideration for the commitments and agreements of the Commitment Parties here-
under, you agree to cause to be paid, on the terms and subject to the conditions set forth thercin, the non-
refundable fees described in that certain Fee Letter between you and the Commitment Parties, dated as of
the date hereof and delivered herewith (the “Fee Letter”).

Each Commitment Party’s commitments and agreements hereunder are subject to the
conditions set forth Exhibit D. The conditions to availability of the commitments and other obligations
hercunder and of the Credit Facilities are limited to those set forth herein, in thc Term Sheets and Exhibit
D. Those matters that are not covered by the provisions hereof and of the Term Sheets are subject to the
approval and agreement of the Commitment Partics and the Borrower.

Notwithstanding anything in this Commitment Letter (including each of the cxhibits at-
tached hereto), the Fee Letter, the definitive documentation with respect to the Credit Facilities (the
“Credit Documentation™) or any othcr letter agreement or other undertaking concerning the financing of
the Transaction to the contrary, (i) the only representations relating to the Borrower, the Target, its and
their respective subsidiaries and its and their respective businesses the accuracy of whieh shall be a condi-
tion to the availability of the Credit Facilities on the Closing Date shall be (A) such of the representations
made by the Target in the Transaction Agreement as are material to the interests of the Lenders, but only
to the extent that the Borrower or one of its subsidiaries has the right to terminate its obligations under the
Transaction Agreement as a result of a breach of such representations in the Transaction Agreement (to

such extent, the “Specified Transaction Agreement Representations™) and (B) the Specified Representa-
tions (as defined below) made by the Borrower and the Guarantors (as defined in the Term Sheets) in the
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Credit Documentation, and (ii) the terms of the Credit Documentation shall be in a form such that they do
not impair the availability of the Credit Facilitics on the Closing Date if the conditions set forth in this
Commitment Letter and in the Term Sheets and Exhibit D are satisfied (it being understood that, to the
extent any security interest in any Collateral (as defined in the Term Sheets) is not or cannot be provided
and/or perfected on the Closing Date (as defined in the Tcrm Sheets) (other than the pledge and perfection
of the security intcrests (1) in the equity sccurities of any subsidiaries of the Borrower (to the extent re-
quired by the Term Sheets) and (2) in other assets with respect to which a lien may be perfected by the
filing of a financing statement under the Uniform Commercial Code) after your use of commercially rea-
sonable efforts to do so, then the provision and/or perfection of a security interest in such Collatcral shall
not constitute a condition precedent to the availability of the Credit Facilities on the Closing Date, but
instead shall be required to be delivered after the Closing Date pursuant to arrangements and timing to be
mutually agreed by the Administrative Agent (as defined in the Tern Sheets) and the Borrower acting
reasonably (and in any event within 90 days after the Closing Date or such longer period as may be rea-
sonably agreed by thc Administrative Agent). For purposes hereof, “Specified Representations” means
the representations and warrantics of the Borrower and the Guarantors set forth in the Credit Documenta-
tion relating to requisite power and authority, due authorization, execution, delivery and enforceability, in
each case, related to, the entering into and performance of the Credit Documentation; solvency as of the
Closing Date (after giving effect to the Transaction) of the Borrower and its subsidiaries on a consolidated
basis; that the entering into and performance of the Credit Facilities will not conflict with organizational
documents or laws; Federal Rescrve margin regulations; the Investment Company Act; PATRIOT Act;
subject to the parenthetical in the immediately preceding sentence, creation, validity and perfection of
security interests in the Collateral; and the status of the ABL Facility and Term Facility and the guaran-
tees thercof as scnior debt. This paragraph, and the provisions herein, shall be referred to as the “Closing
Date Conditions Provisions”.

You agree (a) to indemnify and hold harmless cach Commitment Party, its affiliates, di-
rectors, employecs, advisors, and agents (each, an “indemnified person”) from and against any and all
losses, claims, damages and liabilitics to which any such indemnified person may become subject arising
out of or in connection with this Commitment Letter, the Credit Facilities, the use of the proceeds thereof,
the Transaction or any related transaction or any claim, litigation, investigation or proceeding relating to
any of the foregoing, regardless of whether any indemnificd person is a party thereto, and to reimburse
cach indemnified person upon demand for any legal or other expenses incurred in connection with inves-
tigating or defending any of the foregoing; provided that the foregoing indemnity will not, as to any in-
demnified person, apply to losses, claims, damages, liabilitics or related cxpenses to the extent they are
found by a final, non-appealable judgment of a court to arise from the willful misconduct, bad faith or
gross negligence of such indemnified person, and (b) whether or not the Transactions are consummated,
to reimburse each Commitment Party and its affiliates on demand for all reasonable and invoiced out-of-
pocket expenses (including due diligence expenses, syndication cxpenses, consultant’s fees and expenses,
travel expenses, and rcasonable fees, charges and disbursements of counsel) incurred in connection with
the Credit Facilities and any related documentation (including this Commitment Letter and the defimitive
financing documentation) or the administration, amendment, modification or waiver thereof. You ac-
knowledge that information and documents relating to the Credit Facilities may be transmitted through
SyndTrak, Intralinks, the internet, e-mail, or similar electronic transmission systems, and, notwithstanding
anything herein to the contrary, no indemnified person shall be liable for any damages arising from the
use by others of Information or other materials obtained through electronic, telecommunications or other
information transmission systems (except to the cxtent arising from the gross negligence of such indemni-
fied person) or for any special, indirect, conscquential or punitive damages in connection with the Credit
Facilities.




Each Commitment Party shall use all non-public information provided to it by or on be-
half of you hereunder or in connection with the transactions contemplated hereunder solely for the pur-
pose of providing the services that are the subject of this Commitment Letter and shall treat confidentially
all such information, cxcept in each case for information that was or becomcs publicly available other
than by reason of disclosurc by such Commitment Party in violation of this Commitment Letter or was or
becomes available to such Commitment Party or its affiliates from a source which is not known by such
Commitment Party to be subject to a confidentiality obligation to the Borrower, provided that nothing
hercin shall prevent such Commitment Party from disclosing any such information (i) to rating agencies,
(ii) to any Lenders, assignecs or participants or prospective lenders, assignees or participants (other than,
in the casc of assignees or prospective assignces, Disqualified Institutions), (iii) pursuant to the order of
any court or administrative agency or in any pending legal or administrative proceeding (in which case
such Commitment Party agrees to promptly notify you to the extent lawfully permitted to do so), (iv)
upon the request or demand of any regulatory authority having jurisdiction over such Commitment Party
or any of its affiliates, (v) to such Commitment Party’s employees, legal counsel, independent auditors
and other cxperts or agents who need to know such information and are informed of the confidential na-
turc of such information, (vi) to any of its affiliatcs (with sueh Commitment Party being responsiblc for
such affiliatc’s compliance with this paragraph), (vii) to any other Commitment Party and (viii) for pur-
poses of cstablishing a “due diligence” defense. This undertaking by each Commutment Party shall auto-
matically terminate on the earlier of (x) one year following the Closing Date or the termination of such
Commitment Party’s commitments hereunder or (y) two ycars from the date hereof. The provisions con-
tained in this paragraph shall remain in full force and effect notwithstanding the termination of this Com-
mitment Letter.

You acknowledge that cach Commitment Party and its affiliates (the term “Commitment
Party” as used below in this paragraph bcing understood to include such affiliates) may be providing debt
financing, cquity capital or other services (including financial advisory services) to other companies in
respect of which you may have conflicting interests regarding the transactions described herein and oth-
erwise. No Commitment Party will use confidential information obtained from you by virtue of the trans-
actions contemplated hereby or its other relationships with you in connection with the performance by
such Commitment Party of services for other companies, and no Commitment Party will furnish any such
information to other companies. You also acknowledge that no Commitment Party has any obligation to
use in connection with the transactions contemplated hereby, or to furnish to you, confidential informa-
tion obtained from other companies. You further acknowledge that each Commitment Party is a full ser-
vice securities firm and may from time to time effect transactions, for its own or its affiliates’ account or
the account of customers, and hold positions in loans, securitics or options on loans or securities of the
Borrower and its affiliates and of other companies that may be the subject of the transactions contem-
plated by this Commitment Letter. You further acknowledge and agree that (a) no fiduciary, advisory or
agency relationship between you and the Agents is intended to be or has been created in respect of any of
the transactions contemplated by this Commitment Letter, irrespective of whether any Agent has advised
or is advising you on other matters, (b) the Agents on the one hand, and you, on the other hand, have an
arm’s-length business relationship that does not directly or indirectly give rise to, nor do you rely on, any
fiduciary duty on the part of the Agents, (c) you are capable of cvaluating and understanding, and you
understand and accept, the terms, risks and conditions of the transactions contemplated by this Commit-
ment Letter and (d) you have been advised that the Agents are engaged in a broad range of transactions
that may involve interests that differ from your interests and that no Agent has an obligation to disclose
such interests and transactions to you by virtue of any fiduciary, advisory or agency rclationship.

Each Agent may employ the services of its affiliates in providing certain services here-
under and, in connection with the provision of such services, may exchange with such affiliates informa-
tion concerning you and the other companies that may be the subject of the transactions contemplated by
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this Commitment Letter, and, to the extent so employed, such affiliates shall be entitled to the benefits
afforded such Agent hercunder. You also agree that each Agent may at any time and from time to time
assign all or any portion of its commitments hereunder to one or more of its affiliates; provided that such
Agent will not be relieved of all or any portion of their commitments hereunder prior to the initial funding
of the Credit Facilities.

This Commitment Letter shali not be assignable by you without the prior written consent
of cach Agent (and any purported assignment without such consent shall be nul! and void), is intended to
be solely for the benefit of the parties hereto and is not intended to confer any benefits upon, or create any
rights in favor of, any pcrson other than the parties hereto and the indemnified persons. This Commit-
ment Letter inay not be amended or waived cxcept by an instrument in writing signed by you and each
Agent. This Commitment Letier may be executed in any number of counterparts, cach of which shall be
an original, and all of which, when taken together, shall constitute onc agreement. Delivery of an exe-
cuted signature page of this Commitment Letter by facsimile transmission or electronic “.pdf” file shall be
cffective as delivery of a manually exccuted counterpart hereof. This Commitment Letter and the Fec
Letter are the only agreements that have been entered into among us with respect to the Credit Facilities
and set forth the entire understanding of the parties with respect thereto.

This Commitment Letter shall be governed by, and construed and interpreted in accor-
dance with, the laws of the State of New York. Each party hercto consents to the exclusive jurisdiction
and venue of the state or federal courts located in the Borough of Manhattan in the City of New York with
respect to any action, suit or proceeding in connection with this Commitment Letter and the Fee Letter,
and agrees not to bring or support any such action, suit or proceeding in any other court. Each party
hereto irrevocably waives, to the fullest extent permitted by applicable law, (a) any objection that it may
now or hereafter have to the laying of venue of any such Jegal proceeding in the state or federal courts
located in the City of New York and (b) any right it may have to a trial by jury in any suit, action, pro-
ceeding, claim or counterclaim brought by or on behalf of any party related to or arising out of this Com-
mitment Letter, the Term Shects, the transactions contemplated hereby or the performance of services
hereunder.

This Commitment Letter is delivered to you on the understanding that neither this Com-
mitment Letter, the Term Sheets or the Fee Letter nor any of their terms or substance shall be disclosed,
directly or indirectly, to any other person (including, without limitation, other potential providers or ar-
rangers of financing) except (a) to your officers, dircctors, agents, attormeys and advisors and, on a confi-
dential basis, those of the Target, who are directly involved in the consideration of this matter (except that
the Fec Letter may be disclosed to the Target; provided that any disclosure of the Fee Letter or its terms
or substance to the Target shall be redacted in respect of (i) the amounts, percentages and basis points of
fees set forth in numbered paragraphs 1 through 4 thereof and (ii) the “flex” provisions set forth in para-
graph 5 thercof relating to pricing of the Credit Facilities, and paragraph 6 and the related “Total Cap”
paragraph thereof, in each case in a manner reasonably satisfactory to the Commitment Parties); (b) as
may be compelled in a judicial or administrative proceeding or as otherwise required by law (in which
casc you agree to inform us promptly thereof, to the extent permitted by law), (c) this Commitment Letter
and the Term Sheets may be disclosed in any proxy or other public filing relating to the Transaction and
in any prospectus or offering memorandum relating to the Securitics, (d) the fees contained in the Fee
Lctter may be disclosed as part of a gencric disclosure of aggregate sources and uscs related to fee
amounts to the extent required in marketing materials, any proxy or other public filing or any prospectus
or other offering memorandum and (¢) this Commitment Letter and the Term Sheets may be disclosed to
rating agencies in conncction with obtaining ratings for the Borrower and the Credit Facilities.




The compensation, reimbursement, indemnification and confidentiality provisions con-
tained herein and in the Fee Letter and any other provision herein or therein which by its terms expressly
survives the termination of this Commitment Letter shall remain in full force and cffcct regardless of
whether definitive financing documentation shall be exccuted and delivered and notwithstanding the ter-
mination of this Commitment Lettcr or the commitments hercunder; provided, howcver, that the indemni-
fication provisions contained in the Credit Documentation shall supersede your indemnification obliga-
tions hercunder.

We hereby notify you that pursuant to the requirements of the U.S.A. Patriot Act, Title III
of Pub. L. 107-56 (signed into law October 26, 2001) (the “Patriot Act™), we are and each other Lender is
required to obtain, verify and record information that identifies the Borrower, which information includes
the name, address, tax identification number and other information regarding the Borrower that will allow
any of us or such Lender to identify the Borrower in accordance with the Patriot Act. This notice is given
in accordance with the requirements of the Patriot Act and is effective as to us and each Lender.

If the foregoing correctly sets forth our agreement, please indicate your acceptance of the
terms hercof and of the Term Sheets and the Fee Letter by returning to us executed counterparts hereof
and of the Fee Letter not later than 11:59 p.m., New York City time, on February 7, 2011. This offer will
automatically cxpire at such time if we have not received such exccuted counterparts in accordance with
the preceding sentence. In the cvent that the borrowing in respect of the Term Facility and/or ABL Facil-
ity does not oceur on or before the earlier of (i) September 30, 2011 (the “End Datc”), and (ii) the time at
which the Transaction Agreement has been irrevocably terminated, then this Commitment Letter and the
commitments and undertakings of each of the Agents hereunder shall automatically terminate unless each
of them shall, in their discretion, agree to an extension. In addition, the commitments with respect to the
Bridge Facility shall be reduced by the amount of cash proceeds of Securities or other Takeout Securities
(as defined in the Fee Letter) that are issued after the date hereof.
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We are pleased to have bees given the opporiunity to asslst you in cormection with this
important financing.

Name: Zalleas Fhorouksakes
Tite: Ul'u- et our T

JPMORGAN CHASE BANK, N.A,

0&0%

Dawn LeeLum
T‘“” Exocutive Director

(Commismrans Letter)
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CITIGROUP GLOBAL MARKETS INC.

Name: Jom Cole
Title: Managng Directer

[Commitment Letter)
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MORGAN STANLEY SENIOR FUNDING, INC.

By: /..——-“:'L-"-"n S

. —
Name: %7 Si fer
Title: S e entel Oneto

[Commitment Letter]
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Accepted and agreed to as of
the date first above written:

KINDRED HEALTHCARE, INC.

ODornald /\/ﬁd‘&fvtvr\

Name: Donald H. Robinson
Title: Senior Vice President, Tax and Treasurer

[Commitment Letter]
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Schedule 1

SOURCES AND USES TABLE

Sourges:
Borrower equity issued to Target sharcholders $ 2.2’,:',600,0001
Term Loans 700,000,000
Loans under the ABL Facility 3 50,000,0002
Securities or Bridge Loans __ 550,000,000
Total Sources $1,827,600,000
Uses:
Purchase Target b 885,000,0003
Buyout of Target NCI g 20,900,0004
Refinance Borrower and Target debt 798,700,0005
Payment of financing fees and expenses 123,000,000
Total Uses $1,827,600,000°

Dollar amount based on an issuance of a fixed number of shares at a price determined at markct
close on February 1, 2011 and subject to change on the date the Transaction is consummated.

Maximum draw at closing is $400.0 million, plus additional amounts to cover OID flex on Term
Facility.

3 . . .
Dollar amount bascd on an issuance of a fixed number of shares at a price determined at market
close on February 1, 2011 and subject to change on the date the Transaction is consummated.

4 . . : .
May be disbursed after the Closing Date subject to the terms of thc Transaction Agreement.

5 . . .
Represents the maximum amount to be repaid (subject to footnote 6 below).

6

Amounts drawn under the ABL Facility on the Closing Date in excess of $£350.0 million, subject
to footnote 2 above, will be used to refinance current indebtedness and/or pay financing fees, and
any such additional draw may increase the total uses.

Schedule I-1
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EXHIBIT A

TERM FACILITY
Summary of Terms and Conditions’

Set forth below is a statement of the terms and conditions for the Term Facility to be used

to finance a portion of the Transaction:

Borrower:

(Guarantors:

Joint Lead Arrangers and
Joint Bookrunners:

Co-Syndication Agents:

Administrative Agent:

Lenders:

Kindred Healthcare, Inc. (the “Borrower™).

The Borrower’s direct and indirect, existing and future,
wholly-owned domestic subsidiaries, othcr than (1) domes-
tic subsidiaries of foreign subsidiaries to the extent a guar-
antee by any such restricted subsidiary is not permitted by
law or would result in material and adverse tax conse-
quences, (i) unrestricted subsidiarics, and (jii) Cornerstone
Insurance Company (collectively, the “Term Guarantors™;
the Borrower and the Term Guarantors, collectively, the
“Term Loan Parties™). Any guarantecs to be issued in re-
spect of the ABL Facility or the Senior Notes shall be pari
passu in right of payment with the obligations under the
guarantees of the Term Guarantors.

JPMorgan, Citi and MSSF (in such capacity, the “Term
Asrangers”).

Citi and MSSF will act as co-syndication agents for the
Term Facility.

JPMorgan Chase Bank (in such capacity, the “Term Ad-
ministrative Agent”).

A syndicate of banks, financial institutions and other enti-
ties, including JPMorgan Chase Bank, Citi and MSSF, ar-
ranged by the Term Arrangers (collectively, the “Term
Lenders™).

All capitalized terms used but not defined in the Exhibits to the Commitment Letter have the

meanings given to them in the Commitment Letter to which they are attached, mcluding the Ex-
hibits thereto and the Annexes to the Fec Letter referenced in the Exhibits. In the event any such
capitalized term is subject to multiple and differing definitions, the appropriate meaning thereof
in an Exhibit shall be determined by reference to the context in which it is used.




Term Facility

Type and Amount:

Availability:

Documentation Considerations:

Purpose:

Incremental Term Facility

A seven-year term loan facility (the “Term Facility”) in the
amount of up to $700.0 million (the loans thereunder, the
“Term Loans™). The Term Loans shall be repayable in
equal quarterly installments of 1.00% of the original prin-
cipal amount per year with the balance thereof payable on
the date that is the seventh anniversary of the Closing Date

(the “Maturity Date™).

The Term Loans shall be made in a single drawing on the
Closing Date (as defined below).

The Term Facility Documentation (as defined below) shall
contain the terms set forth in this Term Sheet and other
terms customary for facilities of this type, subject to mate-
riality thresholds, baskets and exceptions to be agreed (giv-
ing duc regard to then prcvailing market conditions and the
operational rcquirements of the Borrower and its subsidiar-
ies in light of their size, industry and practices and the Pro-
jections and model dated as of January 2011(the “Model”)
provided by the Borrower to the Joint Lead Arrangers (the
“Documentation Considerations™)).

The proceeds of the Term Loans shall be used to finance
the Transaction, repay the debt of Target and the Borrower,
and to pay fees and expenses related thereto.

The Term Facility will permit the Borrower to add onc or
more incremental term loan facilities to the Term Facility
(each, an “Incremental Term Facility”} in an aggregate
amount, together with the aggregate amount of outstanding
loans and/or commitments under all Incremental ABL Fa-
cilities (as defined in Exhibit B), not to exceed $150.0 mil-
lion; provided that (i) no existing Term Lender will be re-
quired to participate in any such Incremental Term Facility
without its consent, (ii) no event of default under the Term
Facility would exist after giving effect thereto, (ii1) the rep-
resentations and warrantics in the Term Facility Documen-
tation (as defined below) shall be accurate in all material
respects, (iv) on a pro forma basis after giving effect to the
incurrence of any such Incremental Term Facility (and after
giving effcct to any acquisition consummated simultanc-
ously therewith and all other appropriate pro forma adjust-
ment cvents), (a) the Borrower is in pro forma compliance
under the Term Facility Documentation with the financial
covenants and (b) the ratio of senior secured indebtedness
to EBITDA of the Borrower (in cach case defined in a
manncr to be agreed) does not exceed 2.5x, in each case,
recomputed as of the last day of the most recently ended
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Fces and Interest Rates:

Optiona! Prcpayments and
Commitment Reductions:

fiscal quartcr of the Borrower for which financial state-
ments arc available, (v) the maturity date of any such In-
cremental Term Facility shall be no earlier than the Matur-
ity Date and the weighted average life of such Incremental
Term Facility shall be no shorter than the then remaining
weighted average life of the Term Facility, (vi) the interest
rate margins and (subject to clause (v)) amortization sched-
ule applicable to any Incremental Term Facility shall be de-
termined by the Borrower and the lenders thereunder; pro-
vided that to the extent the yicld (to be defined to include
all upfront fces (other than fees exclusively paid to the lead
arrangers of the Term Facility or any Incremental Term Fa-
cility) and OID based on a 4-year weighted average lifc) on
such Incremental Term Facility exceeds the yield (defincd
in the same¢ manner) on the Term Facility by more than
0.50%, then the interest margins for the Term Facility shall
be increased to the extent requircd so that the yield on such
Incremental Term Facility shall not exceed the yield on the
Term Facility by more than 0.50%, (vii) any LIBOR/ABR
floors applicable to any Incremental Term Facility shall be
no higher than the LIBOR/ABR floors applicabic to the
Term Facility and (viii) any Incremental Term Facility shall
be on terms and pursuant to documentation to be deter-
mincd; provided that, to the extent such terms and docu-
mentation are not consistent with the Term Facility (except
to the cxtent permitted by clauses (v) and (vi) above), they
shall be reasonably satisfactory to the Term Administrative
Agent.

The Borrower may seek commitments in respect of the In-
cremental Facilitics from existing Term Lenders (each of
which shall be entitled to agree or declinc to participate in
its sole discretion) and additional banks, financial institu-
tions and other institutional lcnders or investors who will
become Term Lenders in connection thercwith (*Additional
Lenders™); provided that the Term Administrative Agent
shall have consent rights (not to be unreasonably withheld)
with respect to such Additional Lender, if such consent
would be required under the heading **Assignments and
Participations” for an assignment of Term Loans to such
Additional Lender.

As set forth on Anncx I to the Fee Letter.

Term Loans may be prepaid by the Borrower in minimum
amounts to be agreed upon without premium or penalty.
Optional prepayments of the Term Loans shall be applicd
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Mandatory Prepayments:

Sccurity

as specified by the Borrower. Optional prepayments of the
Term Loans may not be reborrowed.

The following amounts shall be applicd to prepay the Term
Loans:

(a) 100% of the net cash proceeds from any issu-
ance of preferred stock or incurrence of indebtedness after
the Closing Datc by the Borrower or any of its restricted
subsidiarics, except for proceeds of Takeout Securities to
the extent applied to repay the Bridge Facility and subject
to an exccption for permitted debt; provided that the net
cash procceds of any such issuance of preferred stock or in-
currence of indcbtedness will be applied first to repay any
outstanding obligations of the Borrower in respect of the
Bridge Facility.

(b) 100% of the net cash proceeds of any sale or
other disposition (including as a result of casualty or con-
demnation) by the Borrower or any of its restricted subsidi-
aries of any asscts, other than net cash proceeds of any sale
or other disposition reinvested (or contractually committed
to reinvest) in assets to be used in the business of the Bor-
rower and its subsidiaries within 360 days of such sale or
disposition (provided that any such contractually commit-
ted reinvestment shall be consummated no later than the
450th day following such salc or disposition), and subject
to certain other custoinary exceptions to be agreed upon.

(c) 50% of Excess Cash Flow (to be defined in a
manner to be agreed) for each fiscal year of the Borrower
(commencing with the 2011 fiscal year) subject to step-
downs to 25% and 0% of Excess Cash Flow when the Bor-
rower’s total adjustcd leverage ratio (defined in a manner to
be agreed, but generally defined as set forth under “Finan-
cial Covenants™) is at levels to be agreed.

Mandatory prcpayments of the Term Loans shall be applied
first to scheduled installments thereof occurring within the
next 12 months in direct order of maturity and second rata-
bly to the remaining respective installments thereof. Man-
datory prepayments of thc Term Loans may not be rebor-
rowed.

The obligations of each Term Loan Party in respect of the
Term Facility shall be secured by (i) a perfected first prior-
ity security interest in all of the Loan Parties’ tangible and
intangible assets (including, without limitation, intellectual
property, owned real property and all of the capital stock
of the Borrower and cach of its direct and indirect subsidi-
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Certain Conditions

Documeniation

Representations and Warranties:

aries (limited, in the case of foreign subsidiaries, to 66% of
the capital stock of first tier foreign subsidiaries to the ex-
tent a pledge of a greater percentage could reasonably be
expected to result in material adverse tax consequences

" and except to the cxtent non-US law documentation would

be required, and excluding Comerstone and equity inter-
ests in partnerships and joint ventures to the cxtent a
pledge of interests thercin is not permitted by contract ap-
plicable to such partnership or joint venture) except for (i)
the ABL Facility Collateral (as defined in Exhibit B}, (ii)
any leasehold interests and (ii1) those assets as to which the
Term Administrative Agent shall determine in its reason-
able discretion that the cost of obtaining such a security in-
terest are cxcessive in relation to the value of the security
to be afforded thereby (such collateral, the “Term Facility
Collateral™), and (b) a perfected second priority security
interest in the ABL Facility Collateral.

A customary intercreditor agreement will be entered into by
the Term Administrative Agent and the ABL Administra-
tive Agent (as defined in Exhibit B). The ABL Administra-
tive Agent shall have a second priority lien on the Term
Facility Collateral. For the avoidance of doubt, the collat-
eral structure will not requirc assets to be moved within the
organizational structure of the Borrower.

The availability of the Term Facility shall be conditioned
solely upon the conditions sct forth in Exhibit D (the date
upon which all such conditions precedent shall be satisfied,

the “Closing Date™).

The Term Facility Documentation shall contain represcnta-
tions, warranties, covenants and events of default (in each
case, applicablc to the Borrower and its restricted subsidiar-
ies) customary for financings of this type, consistcnt with
the Documentation Considerations, including, without limi-
tation:

Financial statements (including pro forma financial statc-
ments); absence of undisclosed liabilities; no wnaterial ad-
verse change; corporatc existence; compliance with law
and regulations; corporate power and authority; enforce-
ability of Term Facility Documentation; no conflict with
law, regulations or contractual obligations; no material liti-
gation; no dcfault; ownership of property; liens; intellectual
property; taxes; Federal Reserve regulations; labor matters;
ERISA; Investment Company Act and other regulations;
subsidiaries; use of proceeds; cnvironmental matters; accu-
racy of disclosure; creation and perfection of security inter-
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Affirmative Covenants:

Financial Covenants:

ests; solvency; status of Term Facility as senior debt; Pa-
triot Act compliance; and delivery of certain documents.
Certain representations and warranties will contain custom-
ary materiality qualifiers and scheduled exceptions to be
agreed.

Delivery of financial statements, reports, accountants’ let-
ters, projections, officers’ certificates and other information
requested by the Term Lenders; payment of taxes and other
obligations; continuation of business and maintenance of
existence and material rights and privileges; compliance
with laws, regulations and material contractual obligations;
maintenance of property and insurance (including, without
limitation, operating licenses); maintenance of books and
records; right of the Term Lenders to inspect property and
books and records; notices of defaults, litigation and other
material events; compliance with environmental laws; fur-
ther assurances (including, without limitation, with respect
to security interests in after-acquired property and future
guarantecs); and agreement to obtain interest rate and cur-
rency protection in an amount and manner reasonably satis-
factory to the Term Administrative Agent.

Financial covenants to be:

»  Maintenance of a maximum total adjusted leverage
ratio (to be defined in a manner to be agreed, but gen-
erally defined as total debt plus six tines consolidated
rental expense, over EBITDAR, each component to
be defined) with levels to be agreed.

«  Maintenance of a minimum fixed charge coverage ra-
tio (to be defined in a manner to be agreed, but gener-
ally defined as EBITDAR over interest expense plus
consolidated rental expense) with levels to be agreed.

e  Maximum capital expenditures in amounts to be
agreed with one year carryover on terms to be agreed.

Covenant levels for the total adjusted leverage ratio and
fixed charge coverage ratio shall provide a 25-30% cush-
ion (calculated on a static basis) in EBITDAR above the
EBITDAR lcvels set forth in the Model.

Gencrally accepted accounting principles (“GAAP”) in ef-
fect on the Closing Date shall apply to the interpretation of
any accounting terms (including computations of any fi-
nancial ratio) under the Term Facility Documentation;
provided that, at any time any change in GAAP would af-
fect any such interpretation or computation, the Borrower
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Ncgative Covenants:

Unrestricted Subsidiaries:

Events of Default:

shall promptly notify the Term Administrative Agent and
negotiate in good faith to amend the affected provision or
provisions to preserve the original intent thereof in light of
such change in GAAP; provided, further, that unti! such
amendment is consummated, the Borrower shall provide to
the Term Administrative Agent a written reconciliation,
satisfactory to the Term Administrative Agent, between
calculations of any financial ratio made beforc and after
giving cffect to such change in GAAT.

Usual and customary for transactions of this type (subject
to thresholds and/or exceptions to be agreed), including, but
not limited to: indebtedness (including guarantee obliga-
tions, and preferred stock, foreign currency exchange and
hedging agreements); liens; mergers, consolidations, liqui-
dations and dissolutions; sales of assets; issuance and salc
of capital stock of subsidiaries; investments and acquisi-
tions, loans, guarantees and advances; restricted payments;
payments and modifications of junior debt instruments;
transactions with affiliates; sale-leasebacks; changes in fis-
cal ycar; hedging arrangements; negative pledge clauscs
and clauses restricting subsidiary distributions; and changes
in lines of business.

Subjcet to customary limitations and conditions (including,
without limitation, pro forma covenant compliance and
compliance with the limitations in the investment cove-
nant), the Borrower may designate any subsidiary as an
“unrestricted subsidiary” and subsequently redesignate any
such unrestricted subsidiary as a restricted subsidiary. Un-
restrictcd subsidiaries will not be subject to the rcpresenta-
tions and warrantics, covenants, cvents of default or other
provisions of the Term Facility Documentation, and the re-
sults of operations and indebtedness of unrestricted sub-
sidiaries will not be taken into account for purposes of cal-
culating any financial metric contained in the Term Facility
Documentation on terms consistcnt with those in the Sec-
ond Amended and Restated Credit Agreement, dated as of
July 18, 2007 (as amended, restated, extended, supple-
mented or otherwise modified in writing from time to time,
the “Existing Credit Agrcement™), among the Borrower, the
lenders party thereto, JPMorgan Chase Bank, as adminis-
trative agent and collateral agent, and the other parties
thereto.

Nonpayment of principal when due; nonpayment of inter-
est, fces or other amounts after a grace period to be agrced
upon; material inaceuracy of reprcsentations and warran-
ties; violation of covenants (subject, in the case of certain
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Voting:

Assignments and Participations:

affirmative covenants, to a grace period to be agreed upon);
cross-default to material indebtedness (including, without
limitation, the ABL Facility); bankruptcy events; certain
ERISA events; matcrial judgments; actual or asserted inva-
lidity of any guarantee, security document or subordination
provisions; and a change of control (the definition of which
is to be agreed upon).

Amendments and waivers with respect to the Term Facility
Documentation shall require the approval of Term Lenders
holding more than 50% of the aggregate amount of the
Term Loans, except that (a) the consent of each Term
Lender directly affected thereby shall be required with re-
spect to (i) reductions in the amount or extensions of the
scheduled date of amortization or maturity of any Term
Loan, (ii) reductions in the rate of interest or any fee or ex-
tensions of any due date thereof and (iii) increases in the
amount or extensions of the expiry date of any Term
Lender’s commitment and (b) the consent of 100% of the
Term Lenders shall be required with respect to

(i) reductions of any of the voting percentages, (ii) releases
of all or substantially all the collateral and (jii) releases of
all or substantially all of the Term Guarantors.

The Term Lenders shall be permitted to assign all or a por-
tion of their Term Loans with the consent, not to be unrea-
sonably withhcld, of (a) the Borrowcr, unless (1) the as-
signee is a Term Lender, an affiliate of a Term Lender or
an approved fund, or (ii) an event of default has occurred
and is continuing, and (b) the Term Administrative Agent,
unless a Term Loan is being assigned to a Term Lender, an
affiliate of a Term Lender or an approved fund; provided
that no assignments shall be made to Disqualified Institu-
tions. In the case of partial assignments (other than to an-
other Term Lender, an affiliate of a Term Lender or an ap-
proved fund), the minimum assignment amount shall be
$1.000,000 unless otherwise agreed by the Borrowcer and
the Term Administrative Agent. Assignments will be by
novation. The Term Administrative Agent shall receive a
processing and recordation fee of $3,500 in connection
with all assignments. The Term Lenders shall also be per-
mitted to sell participations in their Term Loans. Partici-
pants shall have the same benefits as the Term Lenders
with respect 1o yield protection and increased cost provi-
sions subject to customary limitations. Voting rights of
participants shall be limited to those matters set forth in
clausc (a) under “Voting” with respect to which the af-
firmative vote of the Term Lender from which it purchased
its participation would be required. Pledges of Term Loans
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Yield Protection:

Expenscs and Indemnification:

Governing Law and Forum:

Counsel to the
Term Administrative Agent
and the Term Arrangers:

in accordance with applicable law shall be permitted with-
out restriction.

The Term Facility Documentation shall contain provisions
(a) protecting the Term Lenders against incrcased costs o1
loss of yield resulting from changes after the Closing Date
in rcserve, tax, capital adequacy and other requirements of
law and from the imposition of or changes in withholding
or other taxes and (b) indemnifying the Term Lenders for
“breakage costs” incurred in connection with, among other
things, any prepayment of a Eurodollar Loan (as defined in
Annex I to the Fee Letter) on a day other than the last day
of an interest period with respect thereto.

The Term Facility Documentation shali provide that the
Borrower shall pay (a) all invoiced reasonable out-of-
pocket expenses of the Term Administrative Agent and the
Term Arrangers associated with the syndication of the
Term Facility and the preparation, execution, delivery and
administration of the Term Facility Documentation and any
amendment or waiver with respect thercto (including the
reasonable fees, disbursements and other charges of coun-
scl) and (b) all out-of-pocket expenses of the Term Admin-
istrative Agent and the Term Lenders (including the fees,
disbursements and other charges of counse!) in connection
with the enforcement of the Term Facility Documentation.

The Term Administrative Agent, the Term Arrangers and
the Term Lenders (and their affiliates and their respective
officers, directors, employees, advisors and agents) will
have no liability for, and will be indemnified and held
harmless against, any losscs, claims, damages, liabilities
and reasonable and invoiced out-of-pocket expenses (in-
cluding the reasonable fees, disbursemcents and other
charges of counsel) incurred in respect of the financing
contcmplated hereby or the use or the proposed use of pro-
ceeds thereof, except to the extent they are found by a final,
non-appealable judgment of a court to arise from the gross
ncgligence or willful misconduct of the relevant indemni-
fied person.

State of New York.

Cahill Gordon & Reindel LLP.




EXHIBIT B

ABL FACILITY
Summary of Terms and Conditions

Set forth below is a statement of the terms and conditions for the ABL Facility to be used
to finance a portion of the Transaction:

Borrower: Kindred Healthcare, Inc. (the “Borrower™).

Guarantors: The Borrower’s dircct and indirect, existing and future,
wholly-owned domestic subsidiarics, other than (i) domes-
tic subsidiarics of foreign subsidiarics to the extent a guar-
antee by any such restricted subsidiary is not permitted by
law or would result in material and adverse tax conse-
quences, (ii) unrestricted subsidtarics, and (iii) Cornerstone
Insurance Company (collectively, the “ABL Guarantors”;
the Borrower and the ABL Guarantors, collectively, the
“ABL Loan Partics” and, together with the Term Loan Par-
ties, the “Loan Parties”). Any guarantees to be issued in
respect of the Term Facility or the Senior Notes shall be
pari passu in right of payment with the obligations under
the guarantees of the ABL Guarantors.

Joint Lead Arrangers and

Joint Bookrunners: JPMorgan, Citi and MSSF (in such capacity, the “ABL Ar-
rangers”).
Co-Syndication Agents: Citi and MSSF will act as co-syndication agents for the
' ABL Facility.
Administrative Agent: JPMorgan Chase Bank (in such capacity, the “ABL Admin-

istrative Agent™).

Lenders: A syndicate of banks, financial institutions and othcr enti-
ties, including JPMorgan Chase Bank, Citi and MSSF, ar-
ranged by the ABL Arrangers (the “ABL Lenders™).

Documentation Considerations: The ABL Facility Documentation (as dcfined below) shall
contain the terms set forth in this Term Sheet and other
terms customary for facilities of this type, subject to materi-
ality thresholds, baskets and exceptions to be agreed, con-
sistent with the Documentation Considerations.

ABL Facility: A senior sccured asset-based revolving credit facility (the
“ABL Facility™) in an aggregate principal amount of $600.0
million (the loans thereunder, the “ABL Loans™), of which

B-1

A3S




Swingline Facility:

Incremental ABL Facilities:

up to an amount to be agreed will be available in the form
of letters of credit.

Tn conncetion with the ABL Facility, the ABL Administra-
tive Agent (in such capacity, the “ABL Swinglinc Lender”)
will make available to the Borrower a swingline facility un-
der which the Borrower may make short-term borrowings
in an aggregate amount not to cxceed $30.0 million at any
time outstanding; provided that thc ABL Swingline Lender
shall not be required to make available loans under the
swingline facility for so long as the ABL Swingline Lender
rcasonably believes there is a “defaulting” ABL Lender.
Except for purposes of calculating the Commitment Fee de-
scribed below, any such swingline borrowings will reduce
availability under the ABL Facility on a dollar-for-dollar
basis.

Each ABL Lender under the ABL Facility shall, promptly
upon request by the ABL Swingline Lender, fund to the
ABL Swingline Lender its pro rata share of any swingline
borrowings.

If any ABL Lender becomes a Defaulting ABL Lender (to
be defined in a customary manner to be agreed) then the
swingline exposure of such Defaulting ABL Lender will
automatically be reallocated among the nor-Defaulting
ABL Lenders pro rata in accordance with their commit-
ments under the ABL Facility up to an amount such that the
revolving credit exposure of such non-Defaulting ABL
Lender does not exceed its commitments. In the cvent such
reallocation does not fully cover the exposurc of such De-
faulting ABL Lender, the ABL Swingline Lender may re-
quire the Borrower to repay such “uncovercd” exposure in
respect of the swingline loans and will have no obligation to
make new swingline loans to the extent such swingline
loans would excecd the commitments of the non-Defaulting
ABL Lenders. The ABL Facility shall contain provisions
permitting the Borrower fo replace any Defaulting Lender
on customary terms.

The ABL Facility Documentation will permit the Borrower
to increase commitments under the ABL Facility (any such
increase, an “Incremental ABL Facility™) in an aggregate
amount, together with the aggregate amount of outstanding
loans and/or commitments under all Incremental Term Fa-
cilities, not to exceed $150.0 million; provided that (i) no
default or event of default cxists or would exist afier giving
effect thereto, (i) any Incremental ABL Facility shall be on
terms and pursuant to documentation applicable to the ABL
Facility, cxcept with respect to any commitment, arrange-
ment, upfront or similar fees that may agreed to among the
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Purpose:

Availability:

Borrower and the lenders providing such additional com-
mitments (iii) on a pro forma basis after giving cffect to the
incurrence of any such Incremental ABL Facility (assumning
such Incremental ABL Facility is fully borrowed) (and after
giving effect to any acquisition consummated simultanc-
ously therewith and all other appropriate pro forma adjust-
ment events), the Borrower is in pro forma compliance un-
der the ABL Facility Documentation with the financial
covenants; and (iv) the representations and warranties in the
ABL Facility Documentation shall be accurate in all mate-
rial respects. The Borrower may seek commitments in re-
spect of the Incremental ABL Facility from existing ABL
Lenders (each of which shall be entitled to agree or decline
to participate in its sole discretion) and additional banks, {3-
nancial institutions and other institutional lenders who will
become ABL Lenders in connection therewith, (“Additional
ABL Lenders™); provided that the ABL Administrative
Agent shall have consent rights (not to be unreasonably
withheld) with respect to such Additional ABL Lender, if
such consent would be required under the heading “As-
signments and Participations” for an assignment of ABL
Loans to such Additional ABL Lender.

The lctters of credit and procecds of ABL Loans (except as
set forth below) will be used by the Borrower and its sub-
sidiaries for working capital and general corporate purposes
(including permitted acquisitions).

Subject to thc Borrowing Base (as dcfined below), ABL
Loans shall be made available on the Closing Date (i) to
fund original issue discount or upfront fees in connection
with the flex provisions in the Fee Letter, and (ii) to fund up
to $400.0 million in the aggregate to pay for the acquisition
of Target, to refinance existing indebtedness of the Target,
the Borrower and their respective subsidiaries (including
accrued and unpaid interest and applicable premiums) and
to pay costs and expenses rclated to the Transaction.

ABL Loans will be available, subject to the then-applicable
Borrowing Base, at any time prior to the final maturity of
the ABL Facility, in minimum principal amounts to be
agrecd. Amounts repaid under the ABL Facility may be
reborrowed, subject to the then-applicable Borrowing Base.

In addition, letters of credit may be issued on or after the
Closing Date to backstop or replace lctters of credit out-
standing on the Closing Date (including by “grandfather-
ing” such existing letters of credit in the ABL Facility) or
for other general corporate purposes.
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Borrowing Base:

Interest Rates and Fees:

Default Rate:

Letters of Credit:

The borrowing base (the “Borrowing Basc™) at any time
sha!l equal the sum of 85% of cligible accounts reccivable
of the Borrower and the ABL Guarantors (of which no
more than $30.0 million may be comprised of aged ac-
counts receivables) minus reserves. Eligibility criteria for
eligible accounts receivable included in the Borrowing Base
shall be set forth in the ABL Facility Documentation in a
manner consistent with the Existing Credit Agrecement.

The Borrowing Base will be computed by the Borrower
monthly and any time if requested by the ABL Administra-
tive Agent if it reasonably belicves that the Borrowing Base
is materially inaccurate, and a certificate (the “Borrowing
Base Certificate”) presenting the Borrower’s computation
of the Borrowing Basc will be delivered to the ABL Ad-
ministrative Agent promptly, but in no event later than the
thirtieth day following the end of each calendar month.

The ABL Administrative Agent will have the right to estab-
lish and modify reserves in its Permitted Discrction, with
prior written notice to the Borrower. For purposes of the
foregoing, “Permitted Discretion” means a determination
made in good faith and in the excrcise of reasonable (from
the perspective of a sccured asset-based lender) business
judgment.

“Excess Availability” shall mean, ar any time, the remain-
der of (a) the lesser of (i) the aggregate commitments under
the ABL Facility at such time and (ii) thec Borrowing Base
as then in effect minus (b) the sum of (i} aggregate principal
amount of all ABL Loans then outstanding and (ii) all
amounts outstanding under letters of credit (including is-
sued and undrawn letters of credit) at such time.

As sct forth on Annex IT to the Fee Letter.

Any principal payable under or in respect of thc ABL Facil-
ity not paid when due shall bear interest at the applicable
interest rate plus 2% per annum. Other overdue amounts
(including overdue interest) shall bear interest at the intcrest
rate applicable to ABR loans plus 2% per annum.

Letters of credit under the ABL Facility will be issued by
the ABL Administrative Agent and/or another ABL Lender
reasonably acceptable to the Borrower and the ABL Ad-
ministrative Agent (each, an “ABL Issuing Bank™) in an
aggregate face amount not to exceed $100.0 million at any
time outstanding. Each letter of credit shall expire not later
than the earlier of (a) 12 months after its date of issuance
and (b) unless arrangements reasonably satisfactory to the
ABL TIssuing Bank have been entered into, the fifth business
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Final Maturity:

Security

day prior to the final maturity of the ABL Facility; provided
that any letter of credit may provide for rencwal thereof for
additional periods of up to 12 months (which in no event
shall extend beyond the date referred to in clause (b)
above).

Drawings under any letter of credit shall be reimbursed by

" the Borrower on the samc business day or, if notice is given

later than a customary time to be agreed, within one busi-
ness day. To the extent that the Borrower does not refm-
burse the ABL Issuing Bank when required, the ABL Lend-
ers under the ABL Facility shali be irrevocably obligated to
reimburse the ABL Issuing Bank pro rata based upon their
respective ABL Facility commitments.

If any ABL Lender becomes a Defaulting ABL Lender,
then the letter of credit exposure of such Defaulting ABL
Lender will automatically be reallocated among the non-
Defaulting ABL Lenders pro rata in accordance with their
commitments under the ABL Facility up to an amount such
that the revolving credit exposure of such non-Defaulting
ABL Lender does not exceed its commitments. In the event
that such reallocation does not fully cover the letter of
credit exposure of such Defaulting ABL Lender, the appli-
cable ABL Issuing Bank may require the Borrower to cash
collateralize such “uncovered” exposure in respect of cach
outstanding letter of credit and will have no obligation to is-
sue new letters of credit, or to extend, renew or amend ex-
isting letters of credit to the extent letter of credit exposure
would exceed the commitments of the non-Defaulting ABL
Lenders, uniess such “uncovered” exposure is cash collater-
alized to the ABL Issuing Bank’s rcasonable satisfaction.

The ABL Facility will mature on the date that is five years
after the Closing Date and all outstanding amounts shall be
due and payable on such date.

The obligations of each ABL Loan Party in respect of the
ABL Facility and any swap agrcements and, at the Bor-
rower’s option, cash management arrangements, in either
case provided by any ABL Lender (or any affiliate of an
ABL Lender), shall be secured by (i) a perfected first prior-
ity security interest in all of its accounts receivable, cash,
deposit accounts, securities accounts, books and records re
lated to and proceeds of the foregoing (such collateral, the
“ABL Fagility Collateral” and, togcther with the Term Fa-
cility Collateral, the “Collateral™), and (ii) a perfected sec-
ond priority security interest in the Term Facility Collat-
cral.
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Cash Management/Cash Dominion:

Mandatory Prepayments:

Voluntary Prepayments and
Reductions in Commitments

Certain_Conditions on the Closing Date

Conditions to All Borrowings
After the Closing Date

Subjcct to a customary intercreditor agreement to be en-
tered into by the ABL Administrative Agent and the Term
Administrative Agent, the ABL Administrative Agent shall
have thc benefit of customary intercreditor provisions relat-
ing to access and use of non-ABL Facility Collateral. Sub-
ject to the terms of such intercreditor agreement, the Term
Administrative Agent shall have a second priority lien on
the ABL Facility Collateral. For the avoidance of doubt,
the collateral structure will not require asscts to be moved
within the organizational structure of the Borrower.

Concentration account and account control agreement struc-
ture (including, without limitation, use of cash to repay
ABL Loans) consistent with the Existing Credit Agreement
shall be maintained (with appropriate provisions for post-
closing integration of Target cash management systems and
implementation of control agreements to be agreed).

If at any time, the aggregate amount of outstanding ABL
Loans, unrcimbursed letter of credit drawings and undrawn
letters of credit under the ABL Facility cxceeds the Maxi-
mum Borrowing Amount, then the Borrower will immedi-
ately repay outstanding ABL Loans and/or cash collateral-
ize outstanding letters of credit in an aggregate amount
equal to such excess, with no reduction of the ABL Facility
commitments,

Voluntary reductions of the unutilized portion of thc ABL
Facility commitments and prcpayments of borrowings will
be permitted at any time (subject to customary notice re-
quirements), in minimum principal amounts to be agreed,
without premium or penalty, subject to reimbursement of
the ABL Lenders’ redeployment costs in the casc of a pre-
payment of Eurodollar Ratc borrowings prior to the last day
of the relevant interest period. All voluntary prepayments
will be applicd as directed by the Borrower.

The availability of the ABL Facility on the Closing Date
shall be conditioned solely upon the conditions set forth in
Exhibit D (the datc upon which all such conditions prece-
dent shall be satisfied, the “Closing Date™).

Delivery of notice of borrowing, accuracy of representa-
tions and warranties in all material respects; provided that
any representation and warranty that is qualified as to “ma-
teriality”, “material adverse effect” or similar language
shall be true and correct in all respects (after giving effect
to any such qualification therein); absence of defaults.
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Documentation

Representations and Warrantics:

Affirmative Covenants:

Financial Covenants:

The documentation for the ABL Facility (the “ABL Facility
Documentation”) shall eontain representations, warrantics,
covenants and events of default (in cach case, applicable to
the Borrower and its restricted subsidiarics) customary for
financings of this type, consistent with the Documentation
Considerations, including, without limitation:

Financial statements (including pro forma financial state-
ments); absence of undisclosed liabilities; no material ad-
verse change; corporate existcnce; comphliance with law
and regulations; corporate power and authority; enforce-
ability of ABL Facility Documentation; no conflict with
law, regulations or contractual obligations; no material liti-
gation; no default; ownership of property; liens; intellectual
property; taxes; Federal Reserve regulations; labor matters;
ERISA: Investment Company Act and other regulations;
subsidiaries; use of proceeds; environmental matters; accu-
racy of disclosure; creation and perfection of security inter-
ests; solvency; status of ABL Facility as senior debt; Patriot
Act compliance; and delivery of certain documents. Cer-
tain representations and warranties will contain customary
materiality qualifiers and scheduled exceptions to be
agreed.

Delivery of financial statements and Borrowing Base Cer-
tificate, reports, accountants’ letters, projections, officers’
certificates and other information requested by the ABL
Lenders; payment of taxes and other obligations; continua-
tion of business and maintenance of existence and material
rights and privileges; compliance with laws, regulations
and material contractual obligations; maintenance of prop-
erty and insurance (including, without limitation, operating
licenses); maintenance of books and records; right of the
ABL Lenders to inspect property and books and records;
notices of defaults, litigation and other material events;
compliance with environmental laws; further assurances
(including, without limitation, with respect to sccurity in-
terests in after-acquired property and future guarantecs);
and annual field audits at Borrower’s cxpense (provided
that if at any time the average usage of the ABL Facility
over the prior 90 days is greater than 75% of the iesscr of
(i) the Borrowing Base in effect at such time and (ii) the
aggregate commitments under the ABL Facility at such
time, one additional field audit will be permitted in such
calendar year, except that, during an event of default, addi-
tional field audits shall be required at the ABL Administra-
tive Agent’s request, in each case, at the Borrower’s ex-
pensc) and periodic updates of the appraisal conducted in
connection with the establishment of thc ABL Facility.

Financial covenants to be:
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Negative Covenants:

Unrestricted Subsidiaries:

Events of Default:

e  Maintenance of a minimum fixed charge coverage ra-
tio (to be defined in a manner to be agreed, but gener-
ally defined as EBITDAR over interest cxpense plus
consolidated rental expense) with levels to be agreed.

+  Maximum capital expenditures in arnounts to be
agreed with one ycar carryover on terms to be agreed.

Covenant levels for the fixed charge coverage ratio shall
provide a 25-30% cushion (calculated on a static basis) in
EBITDAR above the EBITDAR levels set forth in the
Model.

Usual and customary for transactions of this type (subject to
thresholds and/or exceptions to be agreed), including, but
not limited to: indebtedness (including guarantee obliga-
tions, and preferred stock, foreign currency exchange and
hedging agreements); liens; mergers, consolidations, liqui-
dations and dissolutions; sales of asscts; issuance and sale
of capital stock of subsidiaries; investments and acquisi-
tions, loans, guarantees and advanccs; restricted payments;
payments and modifications of junior debt instruments;
transactions with affiliates; sale-leasebacks; changes in fis-
cal year; hedging arrangements; ncgative pledge clauscs
and clauses restricting subsidiary distributions; and changes
in lines of business.

Subject to customary limitations and conditions (including,
without limitation, pro forma covenant compliance and
compliance with the limitations in the investment cove-
nant), the Borrower may designate any subsidiary as an
“unrestricted subsidiary” and subsequently redesignate any
such unrestricted subsidiary as a restricted subsidiary. Un-
restricted subsidiaries will not be subject to the representa-
tions and warranties, covenants, events of default or other
provisions of the ABL Facility Documentation, and the re-
sults of operations and indebtedness of unrestricted sub-
sidiaries will not be taken into account for purposes of cal-
culating any financial metric contained in thc ABL Facility
Documentation on terms consistent with those in the Exist-
ing Credit Agreement.

Nonpayment of principal when due; nonpayment of inter-
est, fees or other amounts after a grace period to be agreed
upon; material inaccuracy of representations and warran-
ties; violation of covenants (subject, in the case of certain
affirmative covenants, to a grace period to be agreed upon);
cross-default to material indebtedness (including, without
limitation, the Term Facility); bankruptcy events; certain
ERISA events; material judgments; actual or assertcd inva-
lidity of any guarantce, security document or subordination
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Voting:

provisions; and a change of control (the definition of which
is to be agreed upon).

Amendments and waivers with respect to the ABL Facility
Documentation will require the approval of ABL Lenders
holding more than 50% of the aggregate princtpal amount
of ABL Loans and commitments under the ABL Facility
(the “Required ABL Lenders™), except that (i) the consent
of each ABL Lender directly adversely affected thereby
shall be required with respect to (a) increases in the cormn-
mitment of such ABL Lender, (b) reductions of principal,
interest or fees, and (c) extensions of final maturity or the
due date of any interest or fee payment, (ii) the consent of a
supermajority (66.7%) of thc ABL Lenders shall be re-
quired for any changes to the Borrowing Base definition or
the component definitions thereof which result in increased
borrowing availability or advance rates; provided that the
foregoing shall not impair the ability of the ABL Adminis-
trative Agent to add, remove, reduce or increase reserves in
its Permitted Discretion, and (iii) the consent of all ABL
Lenders shall be required with respect to (a) relcases of all
or substantially all ABL Guarantors or all or substantially
all of the Collateral and (b) changes in voting rights.

The ABL Facility Documentation shall contain provisions
to be agreed relating to “defaulting” ABL Lenders and
agents (including for insolvency), including provisions re-
lating to providing cash collateral to support swinglinc
loans or letters of credit, the suspension of voting rights,
rights to reccive certain fees, and termination or assignment
of commitments or ABL Loans of such ABL Lenders.




Assignments and Participations:

Yield Protection:

Expenses and Indemnitfication:

The ABL Lenders will be permitted to assign loans and
commitments under the ABL Facility to financial institu-
tions in the business of making regular extensions of crcdit
with the consent of the Borrower, the ABL Swingline
Lender and the ABL Issuing Bank (in each case, not to be
unreasonably withheld, delayed or conditioned); provided
that no consent of the Borrower shall be required after the
occurrence and during the continuance of an event of de-
fault; provided, further, that no assignments shall be made
to Disqualified Institutions. All assignments will require
the consent of the ABL Administrative Agent, not to be un-
reasonably withheld or dclayed. Each assignment will be in
an amount of an integral multiplc of $5,000,000 or, in cach
casc, if less, all of such ABL Lender’s remaining loans and
commitments of the applicable class. Assignments will be
by novation. An assignment fee in the amount of §3,500
shall be paid by the respective assignor or assignee to the
ABL Administrative Agent.

The ABL Lenders will be permitted to sell participations in
loans and commitments without consent being required
(other than to the Borrower and its affiliates or any natural
person), subjcct to customary limitations. Voting rights of
participants shall be limited to matters in respect of (a) in-
creases in commitments participated to such participants,
(b) reductions of principal, interest or fees, (c) extensions of
final maturity or the due date of any amortization, interest
or fee payment, (d) releases of the guarantees of all or sub-
stantially all ABL Guarantors or all or substantially all of
the Collateral and (e) changes in voting rights.

The ABL Facility Documentation shall contain customary
provisions (a) protecting thc ABL Lenders against in-
creased costs or loss of yield resulting from changes in re-
serve, tax, capital adequacy and other requirements of law
and from the imposition of or changes in withholding or
other taxes and (b) indemnifying the ABL Lenders for
“breakage costs” incurred in connection with, among other
things, any prepayment of a Eurodollar Loan (as defined in
Annex 11 to the Fee Letter) on a day other than the last day
of an interest period with respect thereto.

The ABL Facility Documentation shall provide that the
Borrower shall pay (a) all invoiced reasonable out-of-
pocket expenses of the ABL Administrative Agent and the
ABL Arrangers associated with the syndication of the ABL
Facility (including field examinations) and the preparation,
execution, delivery and administration of the ABL Facility
Documentation and any amendment or waiver with respect
thereto (including the rcasonable fees, disbursements and
other charges of counsel) and (b} all out-of-pocket expenses
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Governing Law and Forum:

Counsel to the
ABL Administrative Agent
and the ABL Arrangers:

of the ABL Administrative Agent and the ABL Lenders
(including the fces, disbursements and other charges of
counsel) in connection with the enforcement of the Term
Facility Documentation.

The ABL Administrative Agent, the ABL Arrangers and
the ABL Lenders (and their affiliates and their respective
officers, directors, employees, advisors and agents) will
have no liability for, and will be indemnified and held
harmless against, any losses, claims, damages, liabilitics or
reasonable and invoiced out-of-pocket expenscs (including
the reasonable fecs, disburscments and other charges of
counsel) incurred in respect of the financing contemplated
hereby or the use or the proposed use of proceeds thereof,
cxcept to the extent they are found by a final, non-
appealable judgment of a court to arise from the gross neg-
ligence or willful misconduct of the relevant indemnified
person.

State of New York.

Cahill Gordon & Reindel LLP.




EXHIBIT C

BRIDGE FACILITY
Summary of Terms and Conditions

Set forth below is a statement of the terms and conditions for the Bridge Facility to be
used to finance a portion of the Transaction:

Initial Loans: The Bridge Lenders (as defined below) will make senior unse-
cured loans (the “Initial Loans™ or “Bridge Loans”) to the Bor-
rower on the Closing Date (as defined below) in an aggregate
principal amount not to exceed $550.0 million.

Borrower: Kindred Healthcare, Inc. (the “Borrower”).

(Guarantors: The Bridge Facility Dcbt (as defined below) shall be jointly and
sevcrally consummated by all guarantors of the Term Facility on
a senior basis (the “Bridge Guarantors” and, together with the
Term Guarantors and ABL Guarantors, the “Guarantors”).

Administrative Agent: JPMorgan Chasc Bank (in such capacity, the “Bridge Adminis-
trative Agent” and, together with the Term Administrative Agent
and ABL Administrative Agent, the “Administrative Agents™)
will act as administrative agent for the Bridge Lenders holding
the Initial Loans from time to time.

Joint Lead Arrangers and
Joint Bookrunners: JPMorgan, Citi and MSSF (in such capacitics, the “Bridge Ar-
rangers” and, together with the Term Arrangers and ABL Ar-

rangers, the “Joint Lead Arrangers™).

Lenders: JPMorgan Chase Bank, Citi, MSSF, and any other holder of any
portion of the Initial Loans or of any commitment to make the
Initial Loans are collectively referred to as the “Bridge Lenders”
(and, such Bridge Lenders, the Term Lenders and the ABL
Lenders, the “Lenders™).

Use of Proceeds: The proceeds of the Initial Loans will be used to provide funds to
finance the Transaction and to pay fees and expenses rclated
thercto.

Funding: The Bridge Lenders will make the Initial Loans simultaneously

with (a) the consummation of the Transaction and (b) the initial
funding under the Term Facility. The datc on which such Initial
Loans are made and the Transaction is consumimated is hercin
called the “Closing Date.”

Maturity/Exchange: The Initial Loans will initially mature on the date that is
12 months following the Closing Date (the “Initial [oan Matur-
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Interest Rates:

Mandatory Redcmption:

Optional Prepayment:

Documentation Considerations:

Conditions Precedent:

ity Date™), which shall be extended as provided below. If any
Initial Loan has not been previously repaid in full on or prior to
the Initial Loan Maturity Date, the Bridge Lender in respect of
such Initial Loan will have the option at any time or from time 10
time on or aficr the Initial Loan Maturity Date to receive ex-
change notes in exchange for such Initial Loan having the terms
sct forth in the term sheet attached hereto as Annex I (the “Ex-
change Notes™; together with the Initial Loans, the “Bridge Fa-
cility Debt”). Subject only to the absence of a nonpayment or
bankruptcy default, the maturity of any Initial Loans that are not
exchanged for Exchange Notes on the Initial Loan Maturity Date
shall automatically be extended to the eighth anniversary of the
Closing Date.

The Initial Loans and the Exchange Notes shall be pari passu for
all purposes.

As set forth on Annex III to the Fee Lctter.

The Borrower will be required to prepay Initial Loans (and, if is-
sued, redeem Exchange Notcs, to the extent required by the
terms of such Exchange Notes) on a pro rata basis, at par plus
accrued and unpaid interest from the net cash procecds of debt
incurrences, issuances of equity and, after deduction of, among
other things, amounts required, if any, to repay the Term Facil-
ity, the sale of any assets outside the ordinary course of business,
subject to cxceptions and baskets to be agreed. In addition, upon
the occurrence of a change of control, the Borrower will be re-
quired to redeem the Exchange Notes at 101% of the principal
amount of such Initial Loans or Exchange Notes, as applicable,
plus accrued and unpaid interest.

The Initial Loans may be prepaid, in whole or in part, at the op-

tion of the Borrower, at any time upon two business days’ prior

notice, at par plus accrued and unpaid intercst and, if applicable,
brecakage costs.

The documentation for the Bridge Facility (the “Bridge Facility
Documentation™) shall contain the terms set forth in this Term
Sheet and other terms customary for facilities and transactions of
this type, as may be reasonably agreed by the Bridge Arrangers,
the Bridge Lenders and the Borrower, subject to materiality
thresholds, baskets and exceptions to be agreed, consistent with
the Documentation Considerations.

The availability of the Bridge Facility shall be conditioned solely
upon the conditions set forth in the next sentence, the twelfth and
thirteenth paragraph of the Commitment Letter and in Exhibit D.
The making of the Initial Loans shall also be conditioned upon
the accuracy of the Specified Transaction Agreement Represen-
tations and Specified Representations.
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Representations and Warrantics:

Covenants:

Events of Default:

Cost and Yield Protection:

Assignment and Participation:

Substantially similar to the representations and warranties set
forth in the Term Facility Documentation and their accuracy in
all material respects on the Closing Date will be a condition to
the making of the Initial Loans.

Substantially similar to the covenants set forth in the Term Facil-
ity Documentation and ABL Facility Documentation, subject to
certain adjustinents (including, without limitation, incurrence-
based negative covenants and no financial maintenance cove-
nants) customary for facilities of this typc (consistent with the
Documentation Considerations) to be agreed (including, without
limitation, a covenant to refinance Initial Loans, including in
connection with any Securities Demand). Prior to the Initial
Loan Maturity Date, the covenants will be more restrictive than
those in the Exchange Notes. Following the Initial Loan Matur-
ity Date, the covenants relcvant to the Initial Loans will auto-
matically be modified so as to be consistent with the Exchange
Notes.

Substantially similar to the cvents of dcfault set forth in the Term
Facility Documentation and ABL Facility Documentation, sub-
ject to certain adjustments (including, without limitation, a cross-
acceleration but no cross-default event of default) customary for
facilitics of this type (consistent with the Documentation Con-
siderations) to be agreed and others as may be reasonably re-
quired by the Bridge Arrangers (with customary notice and grace
periods to be agreed). Following the Initial Loan Maturity Date,
the events of default relevant to the Initial Loans will automati-
cally be modificd so as to be consistent with the Exchange
Notes.

Substantially the same as the cost and yicld protection provisions
of the Term Facility Documentation.

Subject to the prior approval of the Bridge Administrative Agent
(such approval not to be unreasonably withheld), the Bridge
Lenders will have the right to assign Initial Loans (other than to
Disqualified Institutions) without thc consent of the Borrower;
provided, that, unless an event of default has occurred prior to
the Initial Loan Maturity Date and is at such time continuing, the
Bridgc Lenders may not assign more than 50% of the principal
amount the Initial Loans without the consent of the Borrower
(such consent not to be unreasonably withheld or delayed) (it be-
ing understood that Bridge Lendcrs may participate their Initial
Loans as provided in the next paragraph) prior to the Initial Loan
Maturity Date. Assignments will be by novation.

Subject to the prior approval of the Bridge Administrative Agent
(such approval not to be unreasonably withhcld), the Bridge
Lenders will have the right to participatc their Initial Loans to
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Voting:

Expenses and Indemnification:

other financial institutions without restriction, other than cus-
tomary voting limitations. Participants will have the same bene-
fits as the selling Bridge Lenders would have (and will be lim-
ited to the amount of such benefits) with regard to yield protcc-
tion and increased costs, subject to customary limitations and re-
strictions.

Amendments and waivers of the Bridge Facility Docutnentation
will require the approval of Bridge Lenders holding more than
50% of the outstanding Initial Loans, cxcept that (i) the consent
of each adverscly affected Bridge Lender will be required for ()
reductions of principal, intcrest rates or spread, (b) except as pro-
vided under “Maturity/Exchange” above, extensions of the Initial
Loan Maturity Date, (¢) additional restrictions on the right to ex-
change Initia) Loans for Exchange Notes or any amendment of
the rate of such exchange and (d) any amendment to the Ex-
change Notes that requires (or would, if any Exchange Notes
were outstanding, require) the approval of all holders of Ex-
change Notes and (ii) the consent of 100% of the Bridge Lenders
shall be required with respect to (a) reductions to any of the vot-
ing percentages and pro rata provisions, (b} modifications to the
redemption provisions of the Exchange Notes, (¢} releases of all
or substantially all of the Bridge Guarantors and (d} change the
ranking.

The Bridge Facility Documentation shall provide that the Bor-
rower shall pay (a) all invoiced rcasonable out-of-pocket ex-
penses of the Bridge Administrative Agent and the Bridge Ar-
rangers associated with the syndication of the Bridge Facility
and the preparation, execution, delivery and administration of the
Bridge Facility Documentation and any amendment, waiver or
modification with respect thereto (including the reasonable fees,
disbursements and other charges of counsel) and (b) all out-of-
pocket expenses of the Bridge Administrative Agent and the
Bridge Lenders (including the fees, disbursements and other
charges of counsel) in connection with the enforcement of the
Bridge Facility Documentation.

The Bridge Administrative Agent, the Bridge Amrangers and the
Bridge Lenders (and their affiliates and their respective officers,
directors, employees, advisors and agents) will have no liability
for, and will be indemnified and held harmless against, any
losscs, claims, damages, liabilities and reasonable and invoiced
out-of-pocket expenses (including the reasonable fees, disburse-
ments and other charges of counsel) incurred in respect of the fi-
nancing contemplated hereby or the use or the proposed use of
proceeds thereof, except to the extent they are found by a final,
non-appealable judgment of a court to arise from the gross negli-
gence or willful misconduct of the relevant indemnified person.
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Governing Law and Forum: New York.

Counsel to the
Bridge Administrative Agent
and the Bridge Arrangers: Cahill Gordon & Reindel LLP.




Annex I to Exhibit C

Summary of Terms and Conditions

of Exchange Notes

Capitalized tcrms used but not defined hercin have the meanings given in the Summary
of Terms and Conditions of the Bridge Facility to which this Annex 11is attached.

Issuer:

Guarantors:

Principal Amount:

Maturity:

Interest Rate:

Mandatory Redemption:

Optional Redemption:

The Borrower will issue senior unsecured Exchange Notes under
an indenture that complies with the Trust Indenture Act (the “In-
denture”). The Borrowecr in its capacity as issuer of the Ex-
change Notes is referred to as the “Issuer.”

Same as the Initial Loans.

The Exchange Notes will be available only in exchange for the
Initial Loans on or after the Initial Loan Maturity Date. The
principal amount of any Exchange Note will equal 100% of the
aggregate principal amount (including any accrued intcrest not
requircd to be paid in cash) of the Initial Loan for which it 1s ex-
changed. In the case of the initial exchange by Bridge Lenders,
the minimum amount of Initial Loans to be cxchanged for Ex-
change Notes shall equal $50.0 mallion.

The Exechange Notes will maturc on the eighth anniversary of the
Closing Date.

The Exchange Notcs will bear interest at the Total Cap (as de-
fined in the Fee Letter).

Interest will be payable in arrcars at the end of cach semi-annual
fiscal period.

The Issuer will be required to make an offer to redeem the Ex-
change Notes (and, if outstanding, prepay the Initial Loans) on a
pro rata basis, at par plus accrued and unpaid interest plus any
applicable premiums), from the nct cash proceeds (in cach case,
after deduction of, among other things, amounts required, if any,
to repay thc Term Facility) of the sale of any assets outside the
ordinary course of business (in each case, subject to exceptions
and baskets to be agreed, including, but not limited to, excep-
tions and baskets comparable to those applicable to the Term Fa-
cility). In addition, the Issuer will be required to offer to redecm
the Exchange Notes upon the occurrence of a change of control
(which offer shall be at 101% of the principal amount of such
Exchangc Notes, plus accrued and unpaid interest).

The Exchange Notes will be (a) non-callable for the first four
years from the Initial Loan Maturity Date and (b) thereafter,
callable at par plus accrucd intcrest plus a premiumn equal to 50%
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Registration Rights:

of the coupon in effect on such Exchange Note, which premium
shall decline ratably on each vearly anniversary of the date of
such sale to zero 2 years prior to the maturity of the Exchange
Notes; provided that if any Exchange Notes are held by any
Commitment Party or its affiliates (other than an asset manage-
ment affiliate of a Commitment Party purchasing debt securities
in the ordinary course of their business as part of a regular distri-
bution of such debt securities) shall be callable at any time at par
plus accrued interest (for as long as such Exchange Notes arc so
held).

Notwithstanding the abovc, (i} prior to the fourth anniversary of
the Initial Loan Maturity Date, the Borrower may redecm the
Exchange Notes at a make-whole price based on the yield to ma-
turity of U.S. Treasury notes with a maturity closest to the third
anniversary of the Initial Loan Maturity Datc plus 50 basis points
and (ii) prior to the third anniversary of the Closing Datc, the
Borrower may redeem up to 35% of the Exchange Notes with
procccds from certain of the Borrower’s equity offerings at a
price equal to par plus a premium equal to the coupon on such
Exchange Notes.

The Issuer will filc as soon as practicable after the Initial Loan
Maturity Date, and will use its commercially reasonable efforts
to cause to become effective as soon thereafter as practicable, a
shelf registration statement with respect to the Exchange Notes
(a “Shelf Registration Statement™) and/or a registration statement
relating to a Registered Exchange Offer (as described below). If
a Shelf Registration Statement is filed, the Issuer will keep such
registration statement effective and available (subject to custom-
ary exceptions) until it is no longer needed to permit unrestricted
resales of Exchange Notes but in no cvent longer than two years
from the Initial Loan Maturity Date. If within 270 days from the
Initial Loan Maturity Date, a Shelf Registration Statement for the
Exchange Notes has not been declared effective or the Issuer has
not cffected an exchange offer (a “Registered Exchange Offer”)
whecreby the Issuer has offered registered notes having terms
identical to the Exchange Notes (the “Substitutc Notes™) in ex-
change for all outstanding Exchange Notes and Initial Loans (it
being understood that a Shelf Registration Statement is required
to be made available in respect of Exchange Notes the holders of
which could not receive Substitute Notes through the Registcred
Exchange Offer that, in the opinion of counsel, would be freely
saleable by such holders without registration or requirement for
delivery of a current prospectus under the Securities Act of 1933,
as amended (other than a prospectus delivery requircment im-
poscd on a broker-dealer who is exchanging Exchange Notes ac-
quired for its own account as a result of a market making or
other trading activities)), then the 1ssucr will pay additional in-
terest of 0.25% per annum on the principal amount of the Ex-
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Right to Transfer Exchange
Notes:

Covenants:

Events of Default:

Governing Law and Forum:

change Notes 1o holders thereof who are, or would be, unable
freely to transfer Exchange Notes from and including the 271st
day after the date of the first issuance of Exchange Notes (which
rate of additional intercst shall increase to 0.50% per annum 90
days thereafter) to but excluding the earlier of the effective date
of such Shelf Registration Statement or the date of consumma-
tion of such Registered Exchange Offer. The Issuer will also pay
such additional interest for any period of time (subjcct to cus-
tomary exceptions) following the effectiveness of a Shelf Regis-
tration Statement that such Shelf Registration Statement is not
available for resales thereunder. In addition, unless and untii the
Issuer has consummated the Registered Exchange Offer and, if
required, caused the Shelf Registration Statement to become ef-
fective, the holders of the Exchange Notes will have the right to
“piggy-back” the Exchange Notes in the registration of any debt
sceuritics (subject to customary scale-back provisions) that arc
registered by the Issuer (other than on a Form S-4) unless all the
Exchange Notes and Initial Loans will be redeemed or repaid
from the proceeds of such securities.

The holders of the Exchange Notes shall have the absolute and
unconditional right to transfer such Exchange Notes in compli-
ance with applicable law to any third parties.

Similar to those in an indenture governing a high-yield senior
note issue, but modified to include additional restrictions cus-
tornary in interim facilities (consistent with the Documentation
Considerations).

Similar to those in an indenture governing a high-yield senior
note issue, but modified to include additional events of default
customary in interim facilities (consistent with the Documenta-
tion Considerations).

New York,




EXHIBIT D

The availability of cach of the Credit Facilities on the Closing Datc shall be subject to the
satisfaction of the following conditions. Capitalized terms used but not defined herein have the meanings
given in the Commitment Letter (including the Exhibits thereto).

(a) Since December 31, 2009, there shall have been no changes, effects, develop-
ments or events that, individually or in the aggregate, have had or would be reasonably be ex-
pected to have a Material Adverse Effect on the Target. For purposcs hereof, “*Matcrial Adverse
Effect” means with respect to any Person (as defined in the Transaction Agreement), any change,
effect, development or event that has had or would reasonably be expected to have a material ad-
verse effect on the financial condition, business, asscts, liabilities, or results of operations of such
Person and its Subsidiaries (as defined in the Transaction Agreement), taken as a whole; pro-
vided, however, that no change, effect, development or event (by itself or when aggregated or
taken together with any and all other changes, cffects, developments or cvents) to the extent re-
sulting from, arising out of, or attributable to, any of the following shall be decmed to constitute
or be taken into account when detcrmining whether a “Material Adverse Effcct” has occurred or
may, would or could occur: (A)any changes, effects, developments or events in the econony or
the financial, credit or securities markets in gencral (including changes in interest or exchange
rates), (B) any changes, effccts, developments or events in the industries in which such Person
and its Subsidiaries operate, (C) any changes, effccts, developments or events resulting from the
announcement or pendency of the transactions contemplatcd by the Transaction Agreement, the
identity of the Borrower or the performance or compliance with the terms of the Transaction
Agreement (including, in each case, any loss of customers, supplicrs or employees or any disrup-
tion in business relationships resulting therefrom, but excluding the effects of compliance with
Section 5.010f the Transaction Agrcement), (D) any changes, effects, developments or ¢vents re-
sulting from the failure of such Pcrson to meet internal forccasts, budgets or financial projections
or fluctuations in the trading price or volume of such Person’s common stock (but not, in each
case, the underlying cause of such failurc or fluctuations, unless such underlying cause would
otherwise be excepted from this definition), (E) acts of God, natural disasters, calamities, national
or international political or social conditions, including the engagement by any country in hostil-
ity (whether commenced before, on or after the date hereof, and whether or not pursuant to the
declaration of a national cmergency or war), or the occurrence of a military or terrorist attack, or
(F) any changes in Applicable Law or GAAP (cach as defined in the Transaction Agreement) (or
any interpretation thereof), cxcept to the extent such changes, effects, developments or events re-
sulting from or arising out of the matters described in clauses (A), (B), (E) and (F) disproportion-
ately affect such Person and its Subsidiaries as compared to othcr companics opcrating in the in-
dustries in which such Person and its Subsidiarics operate.

b Prior to and during the syndication of the Credit Facilitics there shall be no com-
peting offering, placement or arrangement of any debt securitics (including convertible debt secu-
ritics) (other than the Securitics) or bank financing by or on behalf of the Borrower, the Target or

any of their respective affiliates.

{c) The closing of the Credit Facilitics on or before the End Date (as defined in the
Commitment Letter).

(@ Receipt by the Borrower and the Target of all governmental and third-party con-
sents referenced in Section 8.02(d) of the Transaction Agrcement required to be obtained in con-
nection with the closing of the Transaction.
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(e) Each Loan Party shall have executed and delivered definitive Term Facility
Documentation and ABL Facility Documentation reflecting the terms and conditions hereof and
otherwise in a form reasonably satisfactory to the Joint Lead Amrangers.

() In the event the full amount of the Securities are not issued, the Loan Parties shall
have executed and delivered definitive Bridge Facility Documentation reflecting the terms and
conditions hereof and otherwise in a form reasonably satisfactory to the Joint Lead Arrangers.

(g The Transaction shall have been consummated in accordance with applicable
law. The respective amounts of the sources and uscs for the Transaction shall be consistent with
the Table set forth in Schedule I in all material respects. The Transaction shall be consummated
in accordance with the Transaction Agrcement as in effect on the date hercof without giving ef-
fect to any waivers, amendments, supplements or modifications that arc in any respect materially
adverse to the Lenders or the Joint Lead Arrangers without approval of the Joint Lead Arrangers
(not to be unrcasonably withheld or delayed). The existing funded indebtedness and commit-
ments therefor of the Borrower and its subsidiaries and Target and its subsidiaries shall have been
repaid and/or terminated, other than (i) capitalized leases not to exceed $50.0 million, (ii) other
indebtedness not to exceed $10.0 million and (iii) intercompany indebtedness, which, in cach
casc, will remain outstanding after the Closing Date.

(h) The Lenders, the Administrative Agents and the Joint Lead Arrangers shall have
received all fees required to be paid, and all out-of-pocket expenses required to be paid for which
invoices have been presented, at least one business day before the Closing Date, and the Bor-
rower shall have complied with all of its other obligations under the Fee Letter.

(i) The Lenders sha!l have received (i) audited financial statements of the Borrower
and the Target for the three most recent fiscal years and (ii) unaudited interim consolidated finan-
cial statements of the Borrower and the Target for each quarterly period ended after the latest fis-
cal year referred to in clause (i) above and ended at least 45 days prior to the Closing Date.

M The Lenders shall have received a pro forma consolidated balance sheet of the
Borrower and its subsidiaries as at the date of the most recent consolidated balance sheet deliv-
cred pursuant to the preceding paragraph and a pro forma statement of income for the four fiscal
quarters most recently ended for which financial statcments were delivered to the Lenders pursu-
ant to paragraph (i) above, in cach case adjusted to give effect to the consummation of the Trans-
action and the financings contemplated hereby as if such transactions, with respect to the pro
forma balance sheet, had occurred on such date or with respect to the pro forma statements of in-
come, had occurred on the first day of the most recently completed fiscal year, prepared in accor-
dance with Regulation S-X of the Securities Act of 1933, as amended (“ egulation §-X) (subject
to exceptions customary for an offering under Rule 144A, unless the Securitics are proposed to be
offered and sold in a registered offering).

(k) The Administrative Agents shall have received the results of a recent lien search
in cach relevant jurisdiction with respect to the Borrower and its subsidiaries, and such search
shall reveal no liens on any of the assets of the Borrower and its subsidiaries except for liens per-
mitted under the Credit Facilities or liens to be discharged on or prior to the Closing Date pursu-
ant to documentation reasonably satisfactory to the Administrative Agents.

) Subject to the Closing Date Conditions Provisions, all documents and instru-
ments required to perfect each Administrative Agent’s security interest in the collateral under the
Credit Facilities shall have been executed and be in proper form for filing.
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(m)  The Administrative Agents shall have reccived a customary solvency certificate
from the chief financial officer of the Borrower that shall document the solvency of the Borrower
and its subsidiaries (on a consolidated basis) after giving effect to the Transaction and the other
transactions contemplated hereby.

(n) The Administrative Agents shall have rcceived (i) such legal opinions (including
opinions (a) from counscl to the Borrower and its subsidiaries, and (b) from such special and lo-
cal counsel as may be reasonably required by thc Administrative Agents), documents and other
instruments as arc customary for transactions of this type or as they may reasonably request, in
customary form for transactions of this type, and (ii) the result of the Borrowing Basc audits and
ficld exams, which shall have been completed prior to the Closing Date.

(o) As a condition to the availability of the Credit Facilitics, (a) the Joint Lead Ar-
rangers shall have received, not later than 30 consecutive days prior to the Closing Date, a confi-
dential information memorandum (which shall include forecasts of the financial performance of
the Borrower and its subsidiaries (x) on an annual basis through 2016 and (y) on a quarterly basis
through 2012) for use in the syndication of the Credit Facilities, and (b) the Joint Lead Arrangers
shall have been afforded a period of at least 30 consecutive days; provided that such 30 consecu-
tive day period shall end prior to August 22, 2011 or commencc after September 5, 2011; pro-
vided further that, if such 30 consecutive day period either (i) begins prior to May 28, 2011 and
ends after May 30, 2011 or (ii) begins prior to July 2, 2011 and ends after July 5, 2011, such 30
consecutive day period shall be cxtendcd by 3 calendar days) upon receipt of the confidential in-
formation memorandum described in clause (a) to syndicate the Credit Facilities.

((2)] (a) The Borrower shall have delivered (i) preliminary offering memoranda or
preliminary prospectuscs and other marketing materials rclating to the Securities usable in a cus-
tomary road show for the applicable Security (which in the case of preliminary offering memo-
randa or preliminary prospectuses shall include, without limitation, financial statements, pro
forma financial statements, business and other financial data that would be required in a regis-
tered offering and other data that would be neccssary for the investment bank (the “Investment
Bank™) to reccive customary “comfort” (including negative assurance comfort) from auditors of
the Targct and the Borrower, and shall comply with the rules and regulations (including Regula-
tion S-X, other than Rule 3-10 and 3-16 of Regulation S-X) of the Securitics Act, as amended)
(subject to exceptions customary for a Rule 144A offcring unless the Securities are proposed to
be offered and sold in a registercd offering) and (if) drafts of customary comfort letters by audi-
tors of the Target and the Borrower which such auditors are prepared to issue upon completion of
customary procedures, each in form and substance customary for high yield debt securities offer-
ings (the “Required Offering Information™), and (b)(i) the Investment Bank shall have been af-
forded a rcasonable period, which shall not be less than 30 consecutive days (provided that such
30 consecutive day period shall end prior to August 22, 2011 or commence after September 5,
2011; provided further that, if such 30 consecutive day period cither (i) begins prior to May 28,
2011 and ends after May 30, 2011 or (ii) begins prior to July 2, 2011 and ends after July 5, 2011,
such 30 consecutive day period shall be extended by 3 calendar days), following the receipt of
such documentation to attempt to place the Securities with qualified purchasers thereof (it being
understood that, if any of the Required Offering Information becomes “stale” under the applicable
provisions of Regulation S-X during any such 30 consecutive day period, then such period shall
be deemed not to have oceurred and a new 30 consccutive day period shall only commenec upon
delivery of Required Offering Information that complies with the applicable provisions of Regu-
lation S-X for each day of such period) and (ii) the Borrower shall have caused its, and shall have
used commercially reasonable efforts to cause the Target’s, senior management and other repre-
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scntatives to (A) provide the Investment Bank customary access in connection with business, fi-
nancial, accounting and Jegal diligence investigation of the Borrower and the Target and (B) par-
ticipate in any “roadshow” in connection with the placement of the Sccurities during the period
set forth in clause (b)(i) above.

(@) The Administrative Agents shall have rcceived, at lcast 5 days prior to the Clos-
ing Date, all documentation and other information required by regulatory authorities under appli-
cable “know your customer” and anti-money laundering rules and regulations, including the PA-
TRIOT Act, to the extent reasonably requested by the Lenders at least 7 days prior to the Closing
Date,

(n The Borrower shall have used commercially reasonable efforts to obtain, at its
expense, corporate credit or family ratings of the Borrower after giving effect to the Transactions
and monitored public ratings of the Term Loan Facility and the Securities from Moody’s Inves-
tors Service (“Moody’s”) and Standard & Poor’s Ratings Group (“S&P”) at Icast 30 days prior to
the Closing Date. The Borrower shall participate actively in the process of securing such ratings,
including having scnior management of the Borrower, and using commercially reasonable efforts
to have senior management of the Target, meet with such rating agencies.

Q] The Specified Transaction Agreement Representations and Specified Representa-
tions shall be accurate.




Viability Ratio Calculations

{5 in 000's)
Kindred Healtheare, Inc.!" Kindred Healtheare, Inc.¥

20094 20087 2007%% 2012
Current Ratio
Current Assets $843651 $1,029187  $1,013,647
Current Liabilities $602,619 $625,270 $629,942
Current Ratio 14 16 1.6 13
MNet Margin Perceniage
Net Income from Continuing Operations £62,612 $60,460 $43,133
Net Operating Revenue $4,270,007 $4,093,864 34,128,649
Nst Margin % 1.5% 1.5% 1.0% 1.8%
Percentage debt to capital
Debt $147,733 $349,514 $276,398
Equity 966,594 914,975 862,124
Total Capital $1,114327 $1264,480 $1,138522
Debt to Total Capital % 13% 28% 24% 50%
Projected Debt service Coverage Ratio
Net Income from Continuing Cperations $62,612 $60,460 $43,133
Depreciation 125,730 120,022 118,574
Interest 7,880 15,373 17,044

$196,222 $195,855 $178,751
Projected Maximum Debt Service Year 2013 $7,880 $15,373 317,044

249 12.7 10.5 37

Days Cash on Hand
Cash and Investments $22,123 $145,809 $38,237
Current Investments 106,834 123,535 231,693
Long-term Investments 100,223 - 122,058 49 168

$229,180 $391,482 $319,096
Operating Expense $3.702,347 $3,545695 $3,599,368
Depreciation 125,730 120,022 118,574
Cash Expenses $3,576,617 $3,425873 §3,480,794
1 Day’s cash need $9,789 $6,385 $9,536
Days Cash on Hand 23.4 417 335 14,5
Cushion Ratio
Cash and Investments $22.123 $145,899 $38,237
Current Investments 106,834 123,535 2316493
Long-term Investments 100,223 122,058 49,166

$220,180 3391,492 $319,086
Projected Maximum Debt Senvice Year 2013 $7,880 $15,373 $17,044
Cushion Ratio 29.1 25.5 18.7 1.7

{1} The ratios above are based on the audited financial statements of Kindred Healthcare, inc., & pubficty-traded company These corporate financial ratios are
not comparabie to the standards set forth in Part 1120, Appendix A,

(2) source: Kindred Healthcare, inc. 2009 10K

{3) source: Kindred Heatthcare, Inc. 2008 10K

{4) Kindred Healihcare, Inc. is a publidly-traded company, and, as such, it is inappropriate to provide projected financial information. However these estimates
are being provided to the llinois Health Failities Flanning Board solely for purposes of complying with llinois regulations in connection with Applicants’ proposal
for a change of ownership of Greater Peoria Specialty Hospital and may not be used for any other purpoeses, including, without limitation, the purchase or sale of
the securiles of Applicant or its affiliates. This information contains forward-ooking statements and inherently involves risks, uncertainties and other factors.
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Kindred

Healihcaor e

January 31, 2011

illinois Health Facilities and
Services Review Board
Springfield, Hllinois 62761

To Whom it May Concern:

Kindred Healthcare, Inc. (“Kindred”) will, as part of its anticipated acquisition of
RehabCare Group, Inc., acquire a controlling interest in Greater Peoria Specialty
Hospital. The acquisition will be funded, in part, through the re-financing of current debt.
The use of debt will allow Kindred to preserve its liquid assets, and Kindred believes the
proposed financing will result in the lowest net cost to Kindred.

Singerely,

Dougxam

Vice President of Facilities and Real Estate Development

Notarization:

Subscribed and sworn to before me

this 7/ dayof Taausrey - 10//

Lok I A

Signature of Notary

Seal Cerem— . 277 . /0/07/20f7,

&8O Soulh Fourth Syeel Lovisville, Kenlucky 40202
502.596.7300 KY TDDATTY#H 800.648.6057
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OPERATING EXPENSES AND CAPITAL EXPENSES

per ADJUSTED PATIENT DAY

Greater Peoria Specialty Hospital
2012 projections, assuming 85% occupancy
(no outpatient activity)

Projected Patient Days:

Projected Operating Expenses

Salaries: $8,076,500
Benefits: $1,498,100
Supplies: $1,482.100

Total $11,056,700

PROJECTED OPERATING EXPENSE
PER PATIENT DAY:

Projected Capital Expenses
Interest, Depreciation and Amortization:  $434,600

PROJECTED CAPITAL EXPENSE
PER PATIENT DAY:

15,512

$712.78

$28.02
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER (this “Agreement”) dated
as of February 7, 2011 among Kindred Healthcare, Inc., a Delaware corporation
(“Parent”), Kindred Healthcare Development, Inc., a Delaware corporation and a
wholly-owned Subsidiary of Parent (“Merger Subsidiary™), and RehabCare
Group, Inc., a Delaware corporation (the “Company™).

WHEREAS, on the terms and subject to the conditions set forth in this
Agreement, the Company shall merge with and into Parent with Parent surviving
the Merger, pursuant to which each outstanding share of Company Common
Stock shall be canceled and converted into the right to receive the Merger
Consideration, except for shares of Company Common Stock to be canceled
pursuant to Section 1.02(b), except for Dissenting Shares, and except for certain
Company Restricted Shares pursuant to the last sentence of Section 1.05(d);

WHEREAS, the Company Board has authonized and adopted this
Agreement and resolved that this Agreement and the Merger, upon the terms and
subject to the conditions set forth in this Agreement and in accordance with the
relevant provisions of Delaware Law, are advisable, fair to and in the best
interests of the Company and the holders of Company Common Stock;

WHEREAS, the Parent Board has authorized and adopted this Agreement
and resolved that this Agreement and the Merger, upon the terms and subject to
the conditions set forth in this Agreement and in accordance with the relevant
provisions of Delaware Law, are advisable and in the best interests of Parent and
the holders of Parent Common Stock;

WHEREAS, the board of directors of Merger Subsidiary has authorized
and adopted this Agreement;

WHEREAS, the Company Board, as of the date hereof, has resolved to
recommend that the holders of Company Common Stock vote to approve the
Merger and this Agreement upon the terms and subject to the conditions set forth
mn this Agreement; and

WHEREAS, the Parent Board, as of the date hereof, has resolved to
recommend that the holders of Parent Common Stock vote to approve the Merger
and this Agreement upon the terms and subject to the conditions set forth in this
Agreement.

NOW, THEREFORE, in consideration of the foregoing and the
representations, warranties, covenants and agreements herein contained, the
parties hereto agree as follows:




ARTICLE 1

THE MERGER
Section 1.01. The Merger.

(@ Upon the terms and subject to the conditions set forth in this
Agreement, at the Effective Time, the Company shall be merged (the “Merger”)
with and into Parent in accordance with Delaware Law, whereupon the separate
existence of the Company shall cease, and Parent shall be the surviving
corporation (the “Surviving Corporation”). Notwithstanding the foregoing,
either of Parent or the Company may (i) at any time prior to the Effective Time
with the consent of the other party, which consent shall not be unreasonably
withheld or delayed, or (ii) immediately prior to the Effective Time, by written
notice to (but without requiring the consent of} the other party, elect to change the
method of effecting the transaction by providing for a merger of Merger
Subsidiary with and into the Company (a “Subsidiary Merger Election™), in
which case (A) all references in this Agreement to the Merger shall be deemed
references to the merger of Merger Subsidiary with and into the Company and (B)
the Company shall be the Surviving Corporation.

(b) Subject to the provisions of Article 8, the closing of the Merger
(the “Closing”) shall take place at the offices of Cleary Gottlieb Steen and
Hamilton LLP, One Liberty Plaza, New York, New York, as soon as possible, but
in any event no later than three Business Days after the date the conditions set
forth in Article 8 (other than conditions that by their nature are to be satisfied at
the Closing, but subject to the satisfaction or, to the extent permissible, waiver of
those conditions at the Closing) have been satisfied or, to the extent permissible,
wajved by the party or parties entitled to the benefit of such conditions, or at such
other place, at such other time or on such other date as Parent and the Company
may mutually agree (the “Closing Date”).

(c) Upon the Closing, the Company and Parent (or Merger Subsidiary,
in the event of a Subsidiary Merger Election) shall cause the Merger to be
consummated by filing a certificate of merger (the “Certificate of Merger™) with
the Secretary of State of the State of Delaware, in such form as is required by, and
executed in accordance with, the relevant provisions of Delaware Law. The
Merger shall become effective at such time (the “Effective Time”) as the
Certificate of Merger is duly filed with the Secretary of State of the State of
Delaware (or at such later time as permitted by Delaware Law as Parent and the
Company shall agree and shall be specified in the Certificate of Merger).

(d)  The effects of the Merger shall be as provided in this Agreement
and in the applicable provisions of Delaware Law. Without limiting the
generality of the foregoing and subject thereto, at the Effective Time, the
Surviving Corporation shall possess all the properties, rights, powers, privileges
and franchises and be subject to all of the obligations, liabilities, restrictions and




disabilities of the Company and Parent (or Merger Subsidiary, in the event of a
Subsidiary Merger Election), all as provided under Delaware Law.

Section 1.02. Conversion of Shares. At the Effective Time, by virtue of
the Merger and without any action on the part of Parent, Merger Subsidiary or the
holders of any shares of Company Common Stock or any shares of capital stock
of Parent or Merger Subsidiary:

(a) except as otherwise provided in Section 1.02(b), Section 1.04 or
Section 1.05(d), each share of Company Common Stock (including each
Company Restricted Share that vests in accordance with Section 1.05(d) hereof)
outstanding immediately prior to the Effective Time shall be converted into the
right to receive a combination of (i) 0.471 of a validly issued, fully paid and
nonassessable share of Parent Common Stock (such per share amount, the “Stock
Consideration™) and (ii) $26.00 in cash, without interest (such per share amount,
the “Cash Consideration” and, together with the Stock Consideration and any
cash in lieu of fractional shares of Parent Common Stock to be paid pursuant to
Section 1.06(b), the “Merger Consideration™). As of the Effective Time, all
such shares of Company Common Stock shall no longer be outstanding and shall
automatically be canceled and shall cease to exist, and each certificate which
immediately prior to the Effective Time represented any such shares of Company
Common Stock (each, a “Certificate”) and each uncertificated share of Company
Common Stock (an “Uncertificated Share’) which immediately prior to the
Effective Tiine was registered to a holder on the stock transfer books of the
Company, shall thereafter represent only the right to receive the Merger
Consideration;

(b)  each share of Company Common Stock held by the Company or
any of its wholly-owned Subsidiaries or owned by Parent or any of its wholly-
owned Subsidiaries immediately prior to the Effective Time shall be canceled,
and no payment shall be made with respect thereto;

{c) each share of capital stock of Parent outstanding immediately prior
to the Effective Time shall remain outstanding and shall not be affected by the
Merger; and

(d)  inthe event of a Subsidiary Merger Election, each share of
common stock of Merger Subsidiary outstanding immediately prior to the
Effective Time shall be converted into and become one share of common stock of
the Surviving Corporation with the same rights, powers and privileges as the
shares so converted and shall constitute the only outstanding shares of capital
stock of the Surviving Corporation.

Section 1.03. Surrender and Payment.

(a)  Prior to the Effective Time, Parent shall appoint a commercial
bank or trust company that is reasonably satisfactory to the Company (the




“Exchange Agent”) for the purpose of paying the Merger Consideration to the
holders of Company Common Stock and shall enter into an Exchange Agent
Agreement with the Exchange Agent. At or prior to the Effective Time, Parent
shall deposit, or cause to be deposited, with the Exchange Agent, for the benefit
(from and after the Effective Time) of the holders of shares of Company Common
Stock, for payment and exchange in accordance with this Section 1.03 through the
Exchange Agent, (i) book-entry shares (which, to the extent subsequently
requested, shall be exchanged for certificates) representing the total number of
shares of Parent Common Stock issuable as Stock Consideration and (ii) cash
sufficient to pay the aggregate Cash Consideration. In addition, Parent shall
deposit, or cause to be deposited, with the Exchange Agent, from time to time as
needed, cash sufficient to make payments in lieu of fractional shares payable
pursuant to Section 1.06(b) and to pay any dividends or other distributions
payable pursuant to Section 1.03(f). All book-entry shares and cash deposited
with the Exchange Agent pursuant to this Section 1.03(a) shall herewith be
referred to as the “Exchange Fund”. Promptly after the Effective Time (and in
any event within two Business Days following the Closing Date), Parent shall
send, or shall cause the Exchange Agent to send, to each Person who was,
immediately prior to the Effective Time, a holder of record of shares of Company
Common Stock entitled to receive payment of the Merger Consideration pursuant
to Section 1.02(a) a letter of transmittal and instructions (which shall specify that
the delivery shall be effected, and risk of loss and title shall pass, only upon
proper delivery of the Certificates or transfer of the Uncertificated Shares to the
Exchange Agent) for use in such payment.

(b)  Each holder of shares of Company Common Stock that have been
converted into the right to receive the Merger Consideration shall be entitled to
receive, upon (i) surrender to the Exchange Agent of a Certificate, together with a
properly completed letter of transmittal, or (ii) receipt of an “agent’s message” by
the Exchange Agent (or such other evidence, if any, of transfer as the Exchange
Agent may reasonably request) in the case of a book-entry transfer of
Uncertificated Shares, the Merger Consideration in respect of the Company
Common Stock represented by a Certificate or Uncertificated Share. Until so
surrendered or transferred, as the case may be, each such Certificate or
Uncertificated Share shall represent after the Effective Time for all purposes only
the right to receive such Merger Consideration.

(c) If any portion of the Merger Consideration is to be paid to a Person
other than the Person in whose name the surrendered Certificate or the transferred
Uncertificated Share is registered, it shall be a condition to such payment that (1)
either such Certificate shall be properly endorsed or shall otherwise be in proper
form for transfer or such Uncertificated Share shall be properly transferred and
(ii) the Person requesting such payment shall pay to the Exchange Agent any
transfer or other taxes required as a result of such payment to a Person other than
the registered holder of such Certificate or Uncertificated Share or establish to the
satisfaction of the Exchange Agent that such tax has been paid or is not payable.




(d)  The stock transfer books of the Company shall be closed
immediately upon the Effective Time and there shall be no further registration of
transfers of shares of Company Comimon Stock thereafter on the records of the
Company. If, after the Effective Time, Certificates or Uncertificated Shares are
presented to Parent, the Surviving Corporation or the Exchange Agent for any
reason, they shall be canceled and converted into the right to receive only the
Merger Consideration to the extent provided for, and in accordance with and
subject to the procedures set forth, in this Article 1.

(e) Any portion of the Merger Consideration made available to the
Exchange Agent pursuant to Section 1.03(a) that remains unclaimed by the
holders of shares of Company Common Stock six months after the Effective Time
shall be delivered to Parent or otherwise on the instruction of Parent, and any such
holder who has not exchanged shares of Company Common Stock for the Merger
Consideration in accordance with this Section 1.03 prior to that time shall
thereafier look only to Parent for payment of the Merger Consideration, in respect
of such shares without any interest thereon. Notwithstanding the foregoing,
Parent shall not be liable to any holder of shares of Company Common Stock for
any amounts paid to a public official pursuant to applicable abandoned property,
escheat or similar laws. Any amounts remaining unclaimed by holders of shares
of Company Common Stock immediately prior to such time when the amounts
would otherwise escheat to or become property of any Governmental Authority
shall become, to the extent permitted by Applicable Law, the property of Parent
free and clear of any claims or interest of any Person previously entitled thereto.

® No dividends or other distributions declared or made with respect
to Parent Common Stock with a record date after the Effective Time, and no
payment in lieu of fractional shares pursuant to Section 1.06(b), will be paid to the
holders of any unsurrendered Certificates or Uncertificated Shares with respect to
the shares of Parent Common Stock issuable upon surrender thereof until the
holder of such Certificates or Uncertificated Shares shall surrender such
Certificates or Uncertificated Shares in accordance with the terms of this Section
1.03. Subject to Applicable Law, promptly following the surrender of any such
Certificates or Uncertificated Shares, the Exchange Agent shall deliver to the
holders thereof, without intcrest, any dividends or other distributions with a
record date after the Effective Time and theretofore paid with respect to such
whole shares of Parent Common Stock and, at the appropriate payment date, the
amount of dividends or other distributions with a record date after the Effective
Time but prior to such surrender and a payment date subsequent to such surrender
payable with respect to such whole shares of Parent Common Stock.

Section 1.04. Dissenting Shares. Notwithstanding any provision in this
Agreement to the contrary, shares of Company Common Stock outstanding
immediately prior to the Effective Time and held by a holder who has not voted in
favor of the Merger or consented thereto in writing and who has properly
demanded appraisal for such shares in accordance with Section 262 of Delaware
Law (collectively, the “Dissenting Shares”) shall not be converted into the right




to receive the Merger Consideration. From and after the Effective Time, a holder
of Dissenting Shares shall not have, and shall not be entitled to exercise, any of
the voting rights or other rights of a holder of shares of the Surviving Corporation.
If, afier the Effective Time, such holder fails to perfect, withdraws or loses the
right to appraisal under Section 262 of Delaware Law, such shares shall be treated
as if they had been converted as of the Effective Time into the right to receive the
Merger Consideration. The Company shall give Parent prompt notice of any
demands received by the Company for appraisal of shares, and Parent shall have
the right to direct all negotiations and proceedings with respect to such demands.
Except with the prior written consent of Parent, the Company shall not make any
payment with respect to, or offer to settle or settle, any such demands.

Section 1.05. Stock Options and Other Equity Awards.

(a) Stock Plans. At or prior to the Effective Time, the Company shall
take all reasonable actions (including obtaining any necessary determinations
and/or resolutions of the board of directors of the Company (the “Company
Board”) or a committee thereof and amending any Stock Plan) to terminate each
Stock Plan without any further liability on the part of the Company, the Surviving
Corporation, Parent or any of their respective Subsidiaries, except as expressly set
forth in this Section 1.05.

(b)  Options. At the Effective Time, other than with respect to any
option to purchase shares of Company Common Stock granted pursuant to the
ESPP, the treatment of which is addressed separately in Section 1.05(c) below,
each outstanding Company Stock Option, whether or not then exercisable or
vested, shall become fully vested and be cancelled in exchange for the right to
receive, as soon as reasonably practicable after the Effective Time (but in any
event no later than the earliest of: (i) three Business Days after the Effective
Time, (ii) the end of the year in which the Effective Time occurs, or (iii) the
expiration of the original term of such Company Stock Option outstanding as of
the Effective Time), an amount in cash equal to the product of (A) the total
number of shares of Company Common Stock subject to such Company Stock
Option immediately prior to the Effective Time, multiplied by (B) the excess, if
any, of (x) the sum of the product of the Stock Consideration multiplied by the
volume-weighted average price, rounded to the nearest one-tenth of a cent, of
Parent Common Stock as reported by the NYSE for the five trading days
immediately preceding the Closing Date plus the Cash Consideration over (y) the
exercise price per share of Company Common Stock subject to such Company
Stock Option, without interest and less any applicable taxes required to be
withheld with respect to such payment. As used herein, the term “Company
Stock Option” shall mean any outstanding option to purchase shares of Company
Common Stock granted under any Stock Plan or otherwise. As of the Effective
Time, each Company Stock Option for which the exercise price per share of
Company Common Stock exceeds the Merger Consideration (based on a
valuation of the Stock Consideration as set forth in clause (x) of Section 1.05(b))
shall be canceled and have no further effect, with no right to receive any




consideration therefor. As of the Effective Time, all other Company Stock
Options shall no longer be outstanding and shall automatically cease to exist and
shall become only the right to receive the option consideration described in this
Section 1.05(b), and, without limiting the foregoing, the Company Board or the
appropriate committee thereof shall take all necessary action to effect such
cancellation.

(c) Emplovee Stock Purchase Plan. As soon as practicable following
the date of this Agreement, the Company Board or the appropriate committee of
the Company Board shall take all reasonable actions, including adopting any
necessary resolution, to (i) terminate the Company’s Employee Stock Purchase
Plan (the “ESPP”) as of immediately prior to the Closing Date, (ii) ensure that no
offering period shall be commenced on or after the date of this Agreement, (ii1) if
the Closing shall occur prior to the end of the offering period in existence under
the ESPP on the date of this Agreement, cause a new exercise date to be set under
the ESPP, which date shall be the business day immediately prior to the
anticipated Closing Date, (iv) prohibit participants in the ESPP from altering their
payroll deductions from those in effect on the date of this Agreement (other than
to discontinue their participation in the ESPP in accordance with the terms and
conditions of the ESPP), and (v) provide that the amount of the accumulated
contributions of each participant under the ESPP as of immediately prior to the
Effective Time shall, to the extent not used to purchase shares of Company
Common Stock in accordance with the terms and conditions of the ESPP (as
amended pursuant to this Section 1.05(c)), be refunded to such participant as
promptly as practicable following the Effective Time (without interest).

(d) At or immediately prior to the Effective Time, (i) each outstanding
Company Restricted Share subject solely to time-based vesting conditions shall
vest and become free of other lapsing restrictions, and (ii) with respect to
outstanding Company Restricted Shares subject to performance-based vesting
conditions, as indicated in Section 3.05 of the Company Disclosure Schedule, the
number of Company Restricted Shares which would vest upon the attainment of
target performance, as set out in the applicable award agreement, shall vest and
become free of other lapsing restrictions. As of the Effective Time, all Company
Restricted Shares which vest in accordance with this Section 1.05(d) shall be
canceled and converied into the right to receive the Merger Consideration in
accordance with Section 1.02(a). All Company Restricted Shares that remain
unvested as a result of the applicable performance targets as described above shall
be canceled without consideration therefor and the Company Board or the
appropriate committee thereof shall take all necessary action to effect such
cancellation.

Section 1.06. Adjustments; Fractional Shares.

(a)  1f, during the period between the date of this Agreement and the
Effective Time (i) any change in the outstanding shares of Company Common
Stock shall occur, as a result of any reclassification, recapitalization, stock split




(including reverse stock split), merger, combination, exchange or readjustment of
shares, subdivision or other similar transaction, or any stock dividend thereon
with a record date during such period, the Merger Consideration and any other
amounts payable pursuant to this Agreement shall be appropriately adjusted to
eliminate the effect of such event on the Merger Consideration or any such other
amounts payable pursuant to this Agreement or (ii) any change in the outstanding
shares of Parent Common Stock shall occur as a resuit of any reclassification,
recapitalization, stock split (including reverse stock split), merger, combination,
exchange or readjustment of shares, subdivision or other similar transaction, or
any stock dividend thereon with a record date during such period, the Stock
Consideration pursuant to this Agreement shall be appropriately adjusted to
eliminate the effect of such event on the Stock Consideration payable pursuant to
this Agreement. Nothing in this Section 1.06(a) shall be construed to limit any
restrictions that may arise under other provisions of this Agreement on actions of
the Company, Parent or any of their respective Subsidiaries that would cause such
an adjustment.

{b) No certificates or scrip representing fractional shares of Parent
Common Stock or book-entry credit of same will be issued upon the surrender for
exchange of shares of Company Common Stock, but in lieu thereof each holder of
Company Common Stock who would otherwise be entitled to a fraction of a share
of Parent Common Stock upon surrender for exchange of Company Common
Stock (after aggregating all fractional shares of Parent Common Stock to be
received by such holder) shall receive an amount of cash (rounded up to the
nearest whole cent), without interest, equal to the product of such fraction
multiplied by the volume-weighted average price, rounded to the nearest one-
tenth of a cent, of Parent Common Stock as reported by the NYSE for the five
trading days immediately preceding the Closing Date. Payment shall occur as
soon as practicable after the determination of the amount of cash, if any, to be
paid to each former holder of Company Common Stock with respect to any
fractional shares and following compliance with the surrender and payment
procedures set forth in Section 1.03 and in the letter of transmittal. No dividend
or distribution with respect to Parent Common Stock shall be payable on or with
respect to any fractional shares and such fractional share interest shall not entitle
the owner thereof to any rights of a shareholder of Parent.

Section 1.07. Withholding Rights. Each of the Exchange Agent, Parent
and the Surviving Corporation shall be entitled to deduct and withhold from the
consideration otherwise payable to any Person pursuant to this Agreement such
amounts as it is required to deduct and withhold with respect to the making of
such payment under any provision of any Applicable Law, including federal,
state, local or foreign Tax law, and if any such amounts are deducted and
withheld, Parent shall, or shall cause the Surviving Corporation to, as the case
may be, timely pay such amounts to the appropriate Government Authority. If the
Exchange Agent, Parent or the Surviving Corporation, as the case may be, so
withholds amounts, such amounts shall be treated for all purposes of this
Agreement as having been paid to the holder of the shares of Company Common




Stock in respect of which the Exchange Agent, Parent or the Surviving
Corporation, as the case may be, made such deduction and withholding.

Section 1.08. Lost Certificates. 1f any Certificate shall have been lost,
stolen or destroyed, upon the making of an affidavit of that fact by the Person
claiming such Certificate to be lost, stolen or destroyed and, if required by the
Surviving Corporation, the posting by such Person of a bond, in such reasonable
amount as the Surviving Corporation may direct (ot in such amount as the
Exchange Agent may direct in accordance with its standard procedures), as
indemnity against any claim that may be made against it with respect to such
Certificate, the Exchange Agent will issue, in exchange for such lost, stolen or
destroyed Certificate, the Merger Consideration to be paid in respect of the shares
of Company Common Stock represented by such Certificate, as contemplated by
this Article 1.

ARTICLE 2

THE SURVIVING CORPORATION

Section 2.01. Articles of Incorporation. The certificate of incorporation
of Parent in effect at the Effective Time (or, in the event of a Subsidiary Merger
Election, the certificate of incorporation of the Company shall be amended in its
entirety as set forth on Annex 1 and, as amended) shall be the certificate of
incorporation of the Surviving Corporation until amended in accordance with
Applicable Law.

Section 2.02. Bylaws. The bylaws of Parent (or, in the event of a
Subsidiary Merger Election, of Merger Subsidiary) in effect at the Effective Time
shall be the bylaws of the Surviving Corporation until amended in accordance
with Applicable Law.

Section 2.03. Directors and Officers. From and after the Effective Time,
until successors are duly elected or appointed and qualified in accordance with
Applicable Law, (i) subject to Section 6.07, the directors of Parent (or, in the
event of a Subsidiary Merger Election, the directors of Merger Subsidiary} at the
Effective Time shall be the directors of the Surviving Corporation and (ii) the
officers of Parent (or, in the event of a Subsidiary Merger Election, the officers of
Merger Subsidiary) at the Effective Time shall be the officers of the Surviving
Corporation.

ARTICLE 3

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except (i) as disclosed in the Company SEC Documents filed with or
furnished to the SEC by the Company on or after March 8, 2010 and publicly
available prior to the date of this Agreement (but excluding any risk factor




section, any disclosures in any section relating to forward looking statements and
any other disclosures included therein to the extent they are predictive or forward-
looking in nature) or (i) as set forth in the Company Disclosure Schedule, the
Company represents and warrants to Parent that:

Section 3.01. Corporate Existence and Power. The Company is a
corporation duly incorporated, validly existing and in good standing under the
laws of the State of Delaware and has all corporate powers required to carry on its
business as conducted as of the date hereof. The Company is duly qualified to do
business as a foreign corporation and is in good standing in each jurisdiction
where such gualification is necessary, except for those jurisdictions where failure
to be so qualified has not had and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect on the Company.
Prior to the date of this Agreement, the Company has made available to Parent in
ihe Company Data Room true and complete copies of the Organizational
Documents of the Company as in effect on the date of this Agreement.

Section 3.02. Corporate Authorization.

{(a) The Company has all requisite corporate power and authority to
execute and deliver this Agreement and, subject to receipt of the affirmative vote
of the holders of a majority of the outstanding shares of Company Common Stock
in connection with the consummation of the Merger (the “Company Shareholder
Approval”), to perform its obligations under this Agreement and to consummate
the Merger and the other transactions contemplated hereby. This Agreement
constitutes a valid and binding agreement of the Company enforceable against the
Company in accordance with its terms (subject to applicable bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and other laws
affecting creditors’ rights generally and general principles of equity).

(b)  The Company Shareholder Approval is the only vote of the holders
of any of the Company’s capital stock necessary in connection with the
consummation of the Merger.

{c) At a meeting duly called and held, the Company Board has
unanimously (i) determined that this Agreement and the transactions
contemplated hereby are advisable, fair to and in the best interests of the
Company and the Company’s stockholders, (ii) approved, adopted and declared
advisable this Agreement and the transactions contemplated hereby, and (iii)
directed that this Agreement be submitted to the Company’s stockholders and
resolved to recommend approval and adoption of this Agreement by the
Company’s stockholders (such recommendation, the “Company Board
Recommendation”).

Section 3.03. Governmental Authorization. The execution, delivery and
performance by the Company of this Agreement and the consummation by the
Company of the transactions contemplated hereby require no action by or in




respect of, filing with, or notice to, any Governmental Authority other than (a) as
disclosed in Section 3.03(a) of the Company Disclosure Schedule, (b) the filing of
the Certificate of Merger with the Delaware Secretary of State and appropriate
documents with the relevant authorities of other states in which the Company is
qualified to do business, (c) compliance with any applicable requirements of the
HSR Act and under any comparable merger control laws of foreign jurisdictions,
if applicable (the consents, approvals orders, authorizations, registrations,
declarations and filings required under or in connection with any of the foregoing
clauses (a), (b) and (c) above, the “Required Governmental Authorizations”),
(d) compliance with any applicable requirements of the 1933 Act, the 1934 Act,
and any other applicable U.S. state or federal securities laws, (¢) compliance with
any requirements of the NYSE, and (f) any actions, filings or notices the absence
of which would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect on the Company or materially delay or
impair the ability of the Company to perform its obligations or consummate the
transactions contemplated by this Agreement.

Section 3.04. Non-contravention. The execution, delivery and
performance by the Company of this Agreement and the consummation of the
transactions contemplated hereby do not and will not (a) contravene, conflict
with, or result in any violation or breach of any provision of the Organizational
Documents of the Company or any of its Subsidiaries, (b) assuming compliance
with the matters referred to in Section 3.03(a) through Section 3.03(e),
contravene, conflict with or result in a violation or breach of any provision of any
Applicable Law, (c) assuming compliance with the matters referred to in Section
3.03(a) through Section 3.03(e), require any consent or other action by any Person
under, constitute a default, or an event that, with or without notice or lapse of time
or both, would constitute a default, under, or cause or permit the termination,
cancellation, acceleration or other change of any right or obligation or the loss of
any benefit to which the Company or any of its Subsidiaries is entitled under any
provision of any agreement or other instrument binding upon the Company or any
of its Subsidiaries or any license, franchise, permit, certificate, approval or other
similar authorization affecting, or relating in any way to, the assets or business of
the Company and its Subsidiaries or (d) result in the creation or imposition of any
Lien (other than Permitted Liens) on any asset of the Company or any of its
Subsidiaries, except for such contraventions, conflicts and violations referred to in
clause (b), such failures to obtain any such consent or other action referred to in
clause (c), and such defaults, terminations, cancellations, accelerations, changes,
losses or Liens referred to in clauses (¢) and (d), that would not be reasonably
expected to have, individually or in the aggregate, a Material Adverse Effect on
the Company or materially delay or impair the ability of the Company to perform
its obligations or consummate the transactions contemplated by this Agreement.

Section 3.05. Capitalization.

(a) The authorized capital stock of the Company consists of
(i) 60,000,000 shares of Company Common Stock and (ii) 10,000,000 shares of




Preferred Stock, par value $0.10 per share (“Company Preferred Stock™ and
together with the Company Common Stock, the “Company Capital Stock™).
Other than the Company Capital Stock, there are no shares of capital stock
authorized, issued or outstanding. As of February 4, 2011, there were outstanding
(i) 28,934,685 shares of Company Common Stock (of which of an aggregate of
608,321 shares are Company Restricted Shares and 4,002,898 are shares held in
treasury), (ii) no shares of Company Preferred Stock and (iti) Company Stock
Options to purchase an aggregate of 585,285 shares of Company Common Stock
(of which Company Stock Options to purchase an aggregate of 585,285 shares of
Company Common Stock were exercisable). As of February 4, 2011, other than
585,285 shares of Company Common Stock reserved for issuance pursuant to
outstanding Company Stock Options under the Company’s Directors Stock Plan
and 1996 Stock Plan, the Company has no Shares reserved for issuance. All
outstanding shares of Company Capital Stock have been, and ail shares of
Company Capital Stock that may be issued pursuant to any Stock Plan or other
compensation plan or arrangement will be, when issued in accordance with the
respective terms thereof, duly authorized and validly issued and are fuily paid and
nonassessable. No Subsidiary of the Company owns any shares of capital stock
of the Company. Section 3.05(a) of the Company Disclosure Schedule contains a
complete and correct list of (i) each outstanding Company Stock Option,
including with respect to each such option the holder, date of grant, exercise price,
vesting schedule and number of shares of Company Common Stock subject
thereto and (ii) all outstanding Company Restricted Shares, including with respect
to each such share the holder, date of grant, vesting schedule and type of vesting
schedule.

(b)  There are outstanding no bonds, debentures, notes or other
indebtedness of the Company having the right to vote (or convertible into, or
exchangeable for, securities having the right to vote) on any matters on which
shareholders of the Company may vote. Except as set forth in Section 3.05(2) and
for changes since February 4, 2011 resulting from the exercise of Company Stock
Options or the vesting of Company Restricted Shares outstanding on such date,
there are no issued, reserved for issuance or outstanding: (i) shares of capital stock
or other voting securities of or other ownership interest in the Company, (ii)
securities of the Company convertible into or exchangeable for shares of capital
stock or other voting securities of or other ownership interest in the Company,
(iii} warrants, calls, options or other rights to acquire from the Company, or other
obligations of the Company to issue, any capital stock, other voting securities or
securities convertible into or exchangeable for capital stock or other voting
securities of or other ownership interest in the Company or (iv) restricted shares,
stock appreciation rights, performance units, restricted stock units, contingent
value rights, “phantom” stock or similar securities or rights that are derivative of,
or provide economic benefits based, directly or indirectly, on the value or price of,
any capital stock of, or other voting securities of or ownership interests in, the
Company (the items in clauses (i) though (iv) being referred to collectively as the
“Company Securities”). There are no outstanding obligations of the Company or
any of its Subsidiaries to repurchase, redeem or otherwise acquire any of the




Company Securities. Neither the Company nor any of its Subsidiaries is a party
to any voting agreement with respect to the voting of any Company Securities.

(c) Each Company Stock Option (i) was granted in material
compliance with all Applicable Law and all of the terms and conditions of the
Stock Plan and related grant agreement pursuant to which it was granted, (i1) has
an exercise price per share of Company Common Stock equal to or greater than
the fair market value of a share of Company Common Stock on the date of such
grant and (iii) has a grant date which was approved by the Company Board or a
committee thereof no later than the grant date.

Section 3.06. Subsidiaries.

(a) Section 3.06(a) of the Company Disclosure Schedule sets forth a
true and complete list of the name, jurisdiction of organization and equity
owner(s) of each direct or indirect Subsidiary of the Company. Each Subsidiary of
the Company is a business entity of the type indicated in Section 3.06(a) of the
Company Disclosure Schedule, duly organized, validly existing and in good
standing under the laws of its jurisdiction of incorporation or organization and has
all corporate or other organizational powers, as applicable, required to carry on its
business as conducted as of the date hereof. Each such Subsidiary is duly
licensed or qualified to do business as a foreign corporation or other entity, as
applicable, and is in good standing in each jurisdiction in which the nature of the
business transacted by it or the character of the properties owned or leased by it
requires such licensing or qualification, except where the failures to be so licensed
or qualified, individually or in the aggregate, have not resulted in, and would not
reasonably be expected to result in, a Material Adverse Effect on the Company.

(b)  Except as set forth in Section 3.06(a) of the Company Disclosure
Schedule, all of the outstanding capital stock of, or other voting securities or
ownership interests in, each Subsidiary of the Company, is owned by the
Company or a wholly-owned Subsidiary of the Company, if applicable, directly
or indirectly, free and clear of any Lien and free of any other limitation or
restriction (including any restriction on the right to vote, sell or otherwise dispose
of such capital stock or other voting securities or ownership interests). There are
no issued, reserved for issuance or outstanding (i) Company Securities or
securities of any of its Subsidiaries convertible into or exchangeable for shares of
capital stock or other voting securities of or ownership interests in any Subsidiary
of the Company, (ii) warrants, calls, options or other rights to acquire from the
Company or any of its Subsidiaries, or other obligations of the Company or any of
its Subsidiaries to issue, any capital stock or other voting securities of or
ownership interests in, or any securities convertible into or exchangeable for any
capital stock or other voting securities of or ownership interests in, any Subsidiary
of the Company or (iii) restricted shares, stock appreciation rights, performance
units, restricted stock units, contingent value rights, “phantom” stock or similar
securities or rights that are derivative of, or provide economic benefits based,
directly or indirectly, on the value or price of, any capital stock of, or other voting




securities of or ownership interests in, any Subsidiary of the Company (the items
in clauses (i) through (iii) being referred to collectively as the “Company
Subsidiary Securities”). There are no outstanding obligations of the Company or
any of its Subsidiaries to repurchase, redeem or otherwise acquire any of the
Company Subsidiary Securities. Neither the Company nor any of its Subsidiaries
is a party to any voting agreement with respect to the voting of any Company
Subsidiary Securities.

Section 3.07. SEC Filings and the Sarbanes-Oxley Act.

(a) The Company has timely filed with or furnished to the SEC all
reports, schedules, forms, statements, prospectuses, registration statements and
other documents required to be filed or furnished by the Company since January
1, 2008 (ail reports, schedules, forms, statements, prospectuses, registration
statemnents and other documents filed or furnished by the Company since January
1, 2008, including those filed or furnished subsequent to the date of this
Agreement , collectively, together with any exhibits and schedules thereto and
other information incorporated therein, the “Company SEC Documents”).

(b)  As of its filing date (or, if amended or superseded by a filing prior
to the date of this Agreement, on the date of such subsequent filing), each
Company SEC Document complied as to form in ali material respects with the
applicable requirements of the 1933 Act, the 1934 Act and the Sarbanes-Oxley
Act and the rules and regulations promulgated thereunder, as the case may be.

(c) As of its respective filing date (or, if amended or superseded by a
filing prior to the date of this Agreement, on the date of such filing), each
Company SEC Document filed pursuant to the 1934 Act did not contain any
untrue statement of a material fact or omit to state any material fact necessary in
order to make the statements made therein, in the light of the circumstances under
which they were made, not misleading.

(d)  Each Company SEC Document that is a registration statement, as
amended or supplemented, if applicable, filed pursuant to the 1933 Act, as of the
date such registration staternent or amendment became effective, did not contain
any untrue statement of a material fact or omit to state any material fact required
to be stated therein or necessary to make the statements therein not misleading.

(e) The Company is in compliance with, and have complied since
January 1, 2008, in all material respects with the applicable listing and corporate
governance rules and regulations of the NYSE.

(D The Company has established and maintains disclosure controls
and procedures (as defined in Rule 13a-15 under the 1934 Act). Such disclosure
controls and procedures are reasonably designed to ensure that all material
information required to be disclosed by the Company in the reports it files or
submits under the 1934 Act is recorded, processed, summarized and reported




within the time periods specified in the rules and forms of the SEC and all such
material information is made known to the Company’s principal executive officer
and principal financial officer.

(g)  The Company and its Subsidiaries have established and maintained
a system of internal control over financial reporting (as defined in Rule 13a-15
under the 1934 Act) (“internal controls”), including policies and procedures that
(i) require the maintenance of records that in reasonable detail accurately and
fairly reflect the material transactions and dispositions of the assets of the
Company and its Subsidiaries, (ii) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in
accordance with GAAP, and that receipts and expenditures of the Company and
its Subsidiaries are being made only in accordance with appropriate authorizations
of management and the Company Board and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the assets of the Company and its Subsidiaries that could have a
material effect on the financial statements. Section 3.07(g) of the Company
Disclosure Schedule sets forth, based on the Company’s most recent evaluation of
internal controls prior to the date of this Agreement, to the Company’s auditors
and audit committee (x) any “significant deficiencies” and “material weaknesses”
(as such terms are defined by the Public Company Accounting Oversight Board)
in the design or operation of internal controls which would be reasonably
expected to adversely affect in any material respect the Company’s ability to
record, process, summarize and report financial information and (y) any fraud,
whether or not material, known to management, that involves management or
other employees who have a significant role in internal controls.

(h) Since January 1, 2008, each of the principal executive officer and
principal financial officer of the Company (or each former principal executive
officer and principal financial officer of the Company, as applicable) has made all
certifications required by Rule 13a-14 and 15d-14 under the 1934 Act and
Sections 302 and 906 of the Sarbanes-Oxley Act and any related rules and
regulations promulgated by the SEC and the NYSE, and the statements contained
in any such certifications were when made complete and correct. For purposes of
this Agreement, “principal executive officer” and “principal financial officer”
shall have the meanings given to such terms in the Sarbanes-Oxley Act.

1)) Since January 1, 2008, to the knowledge of the Company, no
executive officer or director of the Company has received or otherwise had or
obtained knowledge of, and to the knowledge of the Company, no auditor,
accountant, or representative of the Company has provided written notice to the
Company or any executive officer or director of, any substantive complaint or
allegation that the Company or any of its Subsidiaries has engaged in improper
accounting practices. Since January 1, 2008, to the knowledge of the Company,
no attorney representing the Company or any of its Subsidiaries has reported to
the current Company Board or any committee thereof or to any current director or
executive officer of the Company evidence of a material violation of United




States or other securities laws or breach of fiduciary duty by the Company or any -
of its executive officers or directors.

() Since December 31, 2009, there has been no transaction, or series
of similar transactions, agreements, arrangements or understandings, nor are there
any proposed transactions as of the date of this Agreement, or series of similar
transactions, agreements, arrangements or understandings to which the Company
or any of its Subsidiaries was or is to be a party, that would be required to be
disclosed under Item 404 of Regulation S-K promulgated under the 1933 Act.

Section 3.08. Financial Statements. The audited consolidated financial
statements and unaudited consolidated interim financial statements of the
Company included or incorporated by reference in the Company SEC Documents
fairly present in all material respects, in conformity with GAAP (except as may be
indicated in the notes thereto), the consolidated financial position of the Company
and its consolidated Subsidiaries as of the dates thereof and their consolidated
results of operations and cash flows for the periods then ended (subject to normal
and recurring year-end audit adjustments in the case of any unaudited interim
financial statements).

Section 3.09. Disclosure Documents. The information supplied by the
Company or through its counsel specifically for inclusion or incorporation by
reference in (a) the Form S-4 will, at the time the Form S-4 is filed with the SEC,
at any time it is amended or supplemented, and at the time it becomes effective
under the 1933 Act, not contain any untrue statement of material fact or omit to
state any material fact required to be stated thercin or necessary to make the
statements therein, in the light of the circumstances under which they are made,
not misleading or (b) the Joint Proxy Statement at the time the Joint Proxy
Statement (and any amendment or supplement thereto) is first sent or given to the
holders of Company Common Stock and Parent Common Stock and at the time of
the Company Shareholder Meeting and Parent Shareholder Meeting, not contain
any untrue statement of material fact or omit to state any material fact required to
be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they are made, not misleading. The Joint Proxy
Statement (and any amendment or supplement thereto), will, when filed with the
SEC and distributed or disseminated, as applicable, comply as to form in all
material respects with the applicable requirements of the 1934 Act. No
representation or warranty is made by the Company with respect to statements
made based on information supplied by Parent or Merger Subsidiary or through
their counsel specifically for inclusion or incorporation by reference in the Form
S-4 or the Joint Proxy Statement.

Section 3.10. Absence of Certain Changes. {(a) Since September 30,
2010 through the date of this Agreement, except as expressly contemplated by
this Agreement, the business of the Company and its Subsidiaries has, in all
material respects, been conducted in the ordinary course consistent with past
practices, and there has not been any action taken by the Company or any of its




Subsidiaries that, if taken during the period from the date of this Agreement
through the Effective Time, without Parent’s consent, would constitute a material
breach of Section 5.01.

(b) Since December 31, 2009, there have been no changes, effects,
developments or events that, individually or in the aggregate, have had or would
reasonably be expected to have a Material Adverse Effect on the Company.

Section 3.11. No Undisclosed Material Liabilities, Intercompany Loans.

(@)  There are no liabilities of the Company or any of its Subsidiaries of
any nature (whether absolute, accrued, known, unknown, contingent or otherwise)
other than (i) liabilities disclosed and provided for in the Company Balance Sheet,
(ii) liabilities incurred in connection with the negotiation, execution, delivery or
performance of this Agreement or consummation of the transactions contemplated
hereby, and (iii) liabilities or obligations that have not had and would not
reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect on the Company. '

(b) Section 3.11(b) of the Company Disclosure Schedule sets forth, as
of December 31, 2010, (i) a true and complete schedule of all intercompany loans
or borrowings between the Company and any non-wholly owned Subsidiary of
the Company and (ii) a true and complete schedule of all intercompany loans or
borrowings between Subsidiaries of the Company, other than loans or borrowings
between wholly-owned Subsidiaries of the Company.

Section 3.12. Litigation. As of the date of this Agreement, there is no
action, claim, suit, investigation, audit or proceeding (collectively,
“Proceedings™) pending against or, to the knowledge of the Company, threatened
against the Company or any of its Subsidiaries that challenges or seeks to enjoin
the transactions contemplated by this Agreement. There are no Proceedings
pending against or, to the knowledge of the Company, threatened against the
Company or any of its Subsidiaries, or to the knowledge of the Company, any
present or former Employee of the Company or any of its Subsidiaries in his or
her capacity as such that, individually or in the aggregate, have or would
reasonably be expected to have a Material Adverse Effect on the Company.
There are no judgments, decrees, injunctions, rules or orders of any arbitrator or
Governmental Authority outstanding against the Company nor, to the knowledge
of the Company, any investigations by any Governmental Authority (each, an
“Order”) involving the Company or any of its Subsidiaries or, to the knowledge
of the Company, any present or former Employee of the Company or any of its
Subsidiaries in his or her capacity as such, that, individually or in the aggregate,
have or would reasonably be expected to have a Material Adverse Effect on the
Company, or are or would reasonably be expected to prevent, enjoin, materially
alter or materjally delay any of the transactions contemplated by this Agreement.
Section 3.12 of the Company Disclosure Schedule includes a description of all
material Proceedings and Orders involving or relating to the Company or any of




its Subsidiaries, and, to the knowledge of the Company, any of their respective
Employees in connection with the business of the Company or any of its
Subsidiaries since January 1, 2008, except for such Proceedings and Orders for
which the Company and its Subsidiaries have no further liability (contingent or
otherwise).

Section 3.13. Compliance with Applicable Law, Permits.

(a) Except for failures to comply or violations that (1) would not
reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect on the Company or (ii) have been cured and for which the
Company and its Subsidiaries have no further liability (contingent or otherwise),
the Company and each of its Subsidiaries is and, since January 1, 2008, has been
and, to the knowledge of the Company, none of their respective Employees or
Representatives acting on their behalf is now or, since January 1, 2008, has failed
to be, in compliance with, and, since January 1, 2008, neither the Company nor
any of its Subsidiaries has received any written (or to the knowledge of the
Company, oral) communication from any Governmental Authority that alleges
any violation of, Applicable Laws, including (collectively, “Health Care
Regulatory Laws™):

6] any applicable self-referral law, including 42 U.S.C. §
1395nn, as amended (the “Stark Act”) or any applicable state self-referral
Jaw, and any implementing regulations thereunder;

(i)  any false claim or fraud law, including 31 U.S.C. § 3729, as
amended, or any other applicable federal or state false claim or fraud law;

(ifi)  any anti-bribery or anti-kickback law, including but not
limited to 42 U.S.C. § 1320a-7b(b), as amended (the “Federal Anti-
Kickback Statute), 41 U.S.C. § 51 et seq. and any implementing
regulations thereunder, similar state or local laws, federal or state
commercial bribery statutes, or any similar state or local statutes or
regulations governing financial relationships among health care patients,
providers, suppliers, distributors, or manufacturers;

(iv)  the applicable privacy, security, transaction standards,
breach notification, and other provisions and requirements of the Health
Insurance Portability and Accountability Act of 1996, Pub. L. 104-99
(“HIPAA™), including the HIPAA regulations governing electronic
transactions (45 C.F.R. Parts 160 and 162, Subparts I through R) and
unique identifiers (45 Parts 160 and 162, Subparts D and F), and any
comparable state Applicable Law; and

(v) 42U.8.C.§1320a-7,42 US.C. § 1320a-72,42 US.C. §
1320a-7b or implementing regulations thereunder, or Title 11-E of HIPAA,
Pub. L. 104-191;




(b)  Except as has had not had and would not reasonably be expected to
have, individuaily or in the aggregate, a Material Adverse Effect on the Company,
since January 1, 2008, none of the Company, any of its Subsidiaries, nor, to the
knowledge of the Company, any of their respective Employees or Representatives
acting on their behalf:

(i) has committed an act or failed to undertake any act, or been
charged with or investigated for any act, which act or failure to act would
subject the Company or any of its Subsidiaries to liability for cniminal or
civil money penalties, mandatory exclusion, permissive exclusion, or other
administrative sanctions under any Health Care Regulatory Law,

(i)  has been excluded froin participation in any federal or state
health care program;

(iii)  has been debarred or suspended from participating in
federal or state government Contracts;

(iv)  has been debarred under Section 306 of the Federal Food,
Drug & Cosmetic Act, or otherwise subject to restriction or removal from
clinical research activities under such act;

(v)  has received any notice of any proposed exclusion,
debarment, suspension, removal or restriction; or

(vi)  has made, paid or received any unlawful bribes, kickbacks
or other similar payments to or from any Person (including any customer
or supplier) or Governmental Authority or made or paid any improper
payment to a foreign government official (as defined in the U.S. F oreign
Corrupt Practices Act).

(c) Set forth in Section 3.13(c)(i) of the Company Disclosure Schedule
is a list of each hospital or other healthcare facility owned, operated or managed
by the Company or any of its Subsidiaries (each, a “Company Facility”). The
Company and each of its Subsidiaries hold all material governmental licenses,
authorizations, permits, consents, approvals, certificates of need, registrations,
variances, exemptions and orders necessary for the operation of each of the
Company Facilities and the other businesses of the Company and its Subsidiaries
(the “Company Permits”). Section 3.13(c)(ii) of the Company Disclosure
Schedule contains a true and complete list of the hospital licenses for each LTCH
and IRF of the Company or any of its Subsidiaries. The Company and each of its
Subsidiaries is in compliance with the terms of the Company Permits, except for
failures to comply or violations that have not had and would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect on
the Company. Except as would not reasonably be expected to have, individually
or in the aggregate, a Material Adverse Effect on the Company, each Company
Permit is valid and in full force and effect. Since January 1, 2008, the Company




has not received any written (or to the knowledge of the Company, oral) notice
from any Governmental Authority of (x) any actual or suspected material
violation of any Company Permit or any failure to comply with any term or
requirement of any Company Permit or (y) any revocation, withdrawal,
suspension, cancellation, termination or modification of any Company Permit,
other than notices related to any such matters that have been cured and for which
the Company and its Subsidiaries have no further liability (contingent or
otherwise). Except as would not reasonably be expected to have, individually or
in the aggregate, a Material Adverse Effect on the Company, since January 1,
2008, no Company Permit has been revoked, withdrawn, suspended, cancelled,
terminated, modified, terminated or been subject to a refusal to renew such
Company Permit.

(d)  To the knowledge of the Company, (i) no physician who owns, or
whose immediate family member owns, any direct or indirect ownership or
investment interest in any Company Facility (each, a “Company Physician-
Investor”) is prohibited from referring to such Company Facility under the Stark
Act and each such Company Physician-Investor’s ownership or investment
interest is in material compliance with the Stark Act; and (ii) no direct or indirect
ownership or investment interest in any Company Facility by any Company
Physician-Investor who is in a position to make or influence referrals to, furnish
items or services to, or otherwise generate business for such Company Facility, is
or results in any illegal remuneration to such Company Physician-Investor under
the Federal Anti-Kickback Statute or any applicable state anti-kickback law.
Section 3.13(d) of the Company Disclosure Schedule sets forth the percent of the
value of any investment interests in each class of investments held as of the date
hereof by investors who are in a position to make or influence refetrals to, furnish
items or services to, or otherwise generate business for, each Company Facility in
which any Company Physician-Investor has a direct or indirect ownership or
investment interest.

(e) The LTCH doing business as “Triumph Hospital The Heights” is,
and at all times has been operated as a “remote” location of “Triumph Hospital of
North Houston” based upon compliance with 42 CFR §413.65 and isnot a
“satellite facility” as defined in 42 CFR §§412.22(h)(1) and 412.25(¢)(1). Neither
the Company nor any Subsidiary has received any written notice from any
Governmental Authority or any fiscal intermediary regarding any actual or
alleged violation of or failure by the Company or any Subsidiary to comply with
any requirement of 42 CFR §413.65, except where the failures to comply,
individually or in the aggregate, have not had and would not reasonably be
expected to have a Material Adverse Effect on the Company.

® Neither the Company nor any of its Subsidiaries is currently, nor,
since January 1, 2008, has been a party or subject to the terms of a corporate
integrity agreement required by the Office of Inspector General of the Department
of Health and Human Services or similar agreement or consent order of any other
Governmental Authority.




Section 3.14. Material Contracis.

(a) For purposes of this Agreement, a “Company Material Contract”
shall mean each of the following Contracts, whether written or oral, to which the
Company or any of its Subsidiaries is a party or by which it is bound:

(1) Each “material contract” (as such term is defined in Item
601(b)(10) of Regulation S-K promulgated under the 1933 Act);

(i)  Contracts with respect to a joint venture, partnership,
limited liability or other similar agreement or arrangement, related to the
formation, creation, operation, management or control of any partnership
or joint venture that is material to the business of the Company and the
Subsidiaries, taken as a whole, or in which the Company owns more than
a five percent voting or economic interest, or with respect to which the
Company has obligations, including contingent obligations, of more than
$500,000 individually or in the aggregate;,

(iii)  Contracts that relate to indebtedness for borrowed money,
the deferred purchase price of property or service, any credit agreement,
note, bond, mortgage, debenture or other similar instrument, any letter of
credit or similar facilities, any agreement evidencing financial hedging or
similar trading activities any obligation to purchase, redeem, retire,
defease or otherwise acquire for value any capital stock or any warrants,
rights or options to acquire such capital stock, or any guarantee with
respect to an obligation of any other Person, that are in effect on the date
hereof and could reasonably be expected to result in payments in excess of
$500,000 individually or in the aggregate;

(iv)  Contracts that relate to an acquisition, divestiture, merger
or simjlar transaction that contains representations, covenants, indemnities
or other obligations (including payment, indemnification, “earn-out” or
other contingent obligations), that are in effect on the date hereof and
could reasonably be expected to result in payments in excess of $500,000
individually or in the aggregate;

(v) Contracts that, other than an acquisition subject to Section
3.14(a)(iv), obligate the Company to make any capital commitment or
expenditure (including pursuant to any joint venture) in excess of
$1,000,000 individually or in the aggregate and that are not terminable by
the Company or its Subsidiaries upon ninety days notice or less without
material liability to the Company;

(vi)  Contracts that prohibit the payment of dividends or
distributions in respect of the Company Securities or Company Subsidiary
Securities, prohibits the pledging of the Company Securities or Company
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Subsidiary Securities or prohibits the issuance of guarantees by any
Subsidiary of the Company;

(vii) Contracts containing any covenant limiting or prohibiting
the right of the Company or any of its Subsidiaries (or, after the Closing
Date, Parent or the Surviving Corporation or any of their respective
Subsidiaries) to engage in any line of business, to distribute or offer any
products or services, or to compete or engage with any Person in any line
of business or levying a fine, charge or other payment for doing any of the
foregoing;

(viii) Contracts which grant any exclusive rights, right of first
refusal, right of first offer or similar right with respect to any material
assets, rights or properties of the Company or any of its Subsidiaries;

(ix)  Contracts that would be required to be disclosed under
Section 3.17(b);

(x) Contracts that would reasonably be expected to involve
payments by the Company and its Subsidiaries in excess of $1,000,000
during the twelve month period after the date of this Agreement that are
not terminable by the Company or its Subsidiaries upon ninety days notice
or less without material liability to the Company;

(xi}  Contracts pursuant to which the Company or any of its
Subsidiaries has granted “most favored nation” pricing provisions;

(xii) Contracts that the other party to which is a Governmental
Authority, including the secretary, administrator, or other official thereof,
or is any program operated by a Governmental Authority;

(xiii) Contracts with Third Party payers, including Medicaid
provider agreements, management agreements, managed care agreements
or other agreements with customers to the extent that such agreements
would reasonably be expected to involve payments, to the Company and
its Subsidiaries in excess of $1,000,000 individually or in the aggregate
during the twelve month period after the date of this Agreement;

(xiv) Contracts, including the Stock Plans or any stock purchase
plan, any of the benefits of which will be increased, or the vesting of
benefits of which will be accelerated, by the consummation of the
transactions contemplated hereby or the value of any of the benefits of
which will be calculated on the basis of any of the transactions
contemplated by this Agreement;

(xv)  Contracts relating to the settlement of a Proceeding, other
than settlement agreements providing for the payment of cash only (which
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have not been paid or is reserved for on the Company Balance Sheet) not
exceeding $500,000; and

(xvi) any other Contract that provides for payment obligations by
the Company or any of its Subsidiaries of $2,000,000 individually or in
the aggregate that is not terminable by the Company or its Subsidiaries
upon ninety days notice or less without material liability to the Company
or any of its Subsidiaries and is not required to be disclosed pursuant to
Section 3.14(a)(i) to Section 3.14(a)(xv).

(b) Section 3.14(a) of the Company Disclosure Schedule lists each
Company Material Contract as of the date of this Agreement, and, prior to the
date of this Agreement, the Company has made available to Parent in the
Company Data Room true and complete copies of Contracts listed in Section
3.14(a) of the Company Disclosure Schedule. Each Company Material Contract
is valid, binding and enforceabie on the Company or one of its Subsidiaries, as
applicable, and to the knowledge of the Company, each other party thereto and in
full force and effect in accordance with its terms (except those which are
cancelled, rescinded or terminated after the date of this Agreement in accordance
with their terms (and not as a result of a default by the Company) and subject to
applicable bankruptcy, insolvency, fraudulent transfers, reorganization,
moratorium and other laws, affecting creditors’ rights generally and general
principles of equity), except where the failures to be in full force and effect have
not had and would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect on the Company. The Company has not
received any written or, to the knowledge of the Company, oral, notice to
terminate, in whole or part, any of the Company Material Contracts. None of the
Company or any of its Subsidiaries is in breach under any Company Material
Contract and to the knowledge of the Company, no other party to any Company
Material Contract is in breach thereunder, except where such breach has not had
and would not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect on the Company.

Section 3.15. Taxes.

(a) All material Tax Returns required by Applicable Law to be filed
with any Taxing Authority by, or on behalf of, the Company or any of its
Subsidiaries have been filed on a timely basis in accordance with all Applicable
Law, and all such Tax Returns are true and complete in all material respects.

1)) The Company and each of its Subsidiaries has paid (or caused to
be paid) or has withheld and remitted to the appropriate Taxing Authority all
Taxes due and payable, or, where payment is not yet due, has established in
accordance with GAAP an adequate accrual for all material Taxes through the
date of this Agreement.




(c) There is no claim, audit, action, suit, proceeding or investigation
now pending or, to the knowledge of the Company, threatened in writing against
or with respect to the Company or its Subsidiaries in respect of any material Tax.

(d)  Neither the Company nor any of its Subsidiaries has granted (or is
subject to) any waiver or extension that is currently in effect, of the statute of
limitations for the assessment or payment of any Tax or the filing of any Tax
Return.

(e) During the five-year period ending on the date of this Agreement,
neither the Company nor any of its Subsidiaries was a distributing corporation or
a controlled corporation in a transaction intended to be governed by Section 355
of the Code.

® Neither the Company nor any of its Subsidiaries is liable for Taxes
of any Person (other than the Company and its Subsidiaries) as a result of being
(i) a transferee or successor of such Person, (ii) a member of an affiliated,
consolidated, combined or unitary group that includes such Person as a member
or (iii) a party to a Tax sharing or Tax allocation agreement or any other express
or implied agreement to indemnify such Person (other than (A) such agreements
with customers, vendors, lessors or the like entered into in the ordinary course of
business; (B) employment agreements; and (C) standard Tax indemnity
provisions entered into in connection with purchase or sale agreements entered
into in the ordinary course of business).

(g)  Neither the Company nor any of its Subsidiaries participate or have
“participated” in any “listed transaction” or “transaction of interest” within the
meaning of Treasury Regulation Section 1.6011-4(b).

(h)  Neither the Company nor any of its Subsidiaries will be required to
include any material item of income in, or exclude any material item of deduction
from, taxable income for any taxable period (or portion thereof) ending after the
Closing Date as a result of any:

)] “Closing agreement” as described in Section 7121 of the
Code {or any corresponding or similar provision of state, local or non-U.S.
income Tax law) executed on or prior to the Closing Date; or

(i)  Installment sale or open transaction disposition made on or
prior to the Closing Date.

(1) “Taxes” means all taxes, charges, fees, levies, or other like
assessments, including without limitation, all federal, possession, state, city,
county and non-U.S. (or governmental unit, agency, or political subdivision of
any of the foregoing) income, profits, employment (including Social Security,
unemployment insurance and employee income Tax withholding), franchise,
gross receipts, sales, use, transfer, stamp, occupation, property, capital, severance,
premium, windfall profits, customs, duties, ad valorem, value added and excise
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taxes, PBGC premiums and any other Governmental Authority (a “Taxing
Authority”) charges of the same or similar nature; including any interest, penalty,
or addition thereto, whether disputed or not and including any obligations to
assume or succeed to the Tax liability of any other Person by operation of law,
and solety with respect to Section 3.15(f)(iii) and Section 4.13(f)(iii), any
obligations to indemnify the Tax liability of any other Person. Any one of the
foregoing shall be referred to sometimes as a “Tax™.

()] “Tax Return” means any report, return, document, declaration or
other information or filing required to be supplied to any Taxing Authority with
respect to Taxes, including information returns, any documents with respect to or
accompanying payments of estimated Taxes, or with respect to or accompanying
requests for the extension of time in which to file any such report, return,
document, declaration or other information.

Section 3.16. Emplovees and Employee Benefit Plans.

(a) Section 3.16(a) of the Company Disclosure Schedule contains a
correct and complete list identifying each “employee pension benefit plan” (as
defined in Section 3(2) of ERISA) (whether or not subject to ERISA), each
“employee welfare benefit plan” (as defined in Section 3(1) of ERISA) (whether
or not subject to ERISA) and any other plan, program, agreement, arrangement,
policy, practice, Contract, fund or commitment providing for pension, severance
or retention benefits, profit-sharing, fees, bonuses, retention, stock ownership,
stock options, stock appreciation, stock purchase or other stock-related benefits,
incentive or deferred compensation, vacation benefits, life or other insurance
(including any self-insured arrangements), health or medical benefits, dental
benefits, employee assistance programs, salary continuation, unemployment
benefits, disability or sick leave benefits, workers” compensation benefits,
relocation or post-employment or retirement benefits (including compensation,
pension, health, medical and life insurance benefits) or other form of benefits
which is or has been maintained, administered, participated in or contributed to by
the Company or any ERISA Affiliate of the Company and covers any employee
or former employee of the Company or any of its Subsidiaries, or with respect to
which the Company or any of its Subsidiaries has any material liability
(collectively, the “Employee Plans”).

(b) The Company has delivered to Parent true and complete copies of
(i) each Employee Plan document (or, if appropriate, a form thereof), including
any amendment thereto and in the case of unwritten Employee Plans, written
descriptions thereof, (ii) the most recent annual report (Form 5500 series
including, if applicable, Schedule B thereto) and tax return (Form 990) required to
be filed with the IRS with respect to each Employee Plan (if any such report or
return was required) and the most recent actuarial valuations or similar reports
with respect to each Employee Plan for which such report is available, (iii) the
most recent IRS determination or opinion letter received with respect to each
Empioyee Plan, to the extent applicable, (iv) the most recent summary plan
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description for each Employee Plan for which such summary plan description is
required, (v) each insurance or group annuity Contract or other trust or funding
vehicle relating to any Employee Plan and (vi) copies of the most recent version
of any 280G calculation prepared (whether or not final) with respect to any
employee, director or independent contractor of the Company in connection with
the transactions contemplated by this Agreement (together with the underlying
documentation on which such calculation is based}.

(¢}  Neither the Company nor any ERISA Affiliate of the Company nor
any predecessor thereof sponsors, maintains, participates in, contributes to or has
any material liability with respect to, or has in the past sponsored, maintained,
participated in, contributed to or had any material liability with respect to, any
plan subject to Title IV of ERISA or Code Section 412, including, without
limitation, any “single employer” defined benefit plan or any “multiemployer
plan” each as defined in Section 4001 of ERISA.

(d)  Each Employee Plan which is intended to be qualified under
Section 401(a) of the Code (i) has received a favorable determination letter that it
is so qualified, and nothing has occurred since the date of such letter that has or is
likely to adversely affect such qualification, or (ii) has pending or has time
remaining in which to file, an application for such determination from the Internal
Revenue Service, and to the knowledge of the Company, there are no existing
circumstances or any events that have occurred that could reasonably be expected
to affect materially and adversely the qualified status of any Employee Plan. Each
Employee Plan has been, in all matenal respects, maintained and administered in
compliance with its terms and with the requirements prescribed by any and all
laws, statutes, orders, rules and regulations, including ERISA and the Code,
which are applicable to such Employee Plan. To the knowledge of the Company,
neither the Company nor its Subsidiaries is or reasonably could be subject to a
material liability pursuant to Section 502 of ERISA. No events have occurred
with respect to any Employee Plan that could result in material payment or
assessment by or against the Company or any of its Subsidiaries of any excise
taxes under Sections 4972, 4975, 4976, 4977, 4979, 4980B, 4980D, 4980F or
5000 of the Code. There are no pending, or to the knowledge of the Company,
threatened or anticipated claims (other than routine claims for benefits) by, on
behalf of or against any Employee Plan or any trust related thereto which could
reasonably be expected to result in any material liability to the Company or any of
its Subsidiaries and no audit or other proceeding by a Governmental Authority is
pending, or the knowledge of the Company, threatened or anticipated with respect
to such Employee Plan.

(e) No Employee Plan is maintained primarily for the benefit of
employees or other service providers who are primarily located outside of the
United States.

(f) Except as set forth in Section 3.16(f) of the Company Disclosure
Schedule and except as otherwise specifically so contemplated in this Agreement,




with respect to each current or former employee, director or independent
contractor of the Company or any of its Subsidiaries, the consummation of the
transactions contemplated by this Agreement will not, either alone or together
with any other event: (i) entitle any such Person fo severance pay, bonus amounts,
incentive plan payments, retirement benefits, job security benefits or similar
benefits, (ii) trigger or accelerate the time of payment or funding (through a
grantor trust or otherwise) of any compensation or benefits payable to any such
Person, (iii) accelerate the vesting of any compensation or benefits of any such
Person (including any stock options or other equity-based awards, any incentive
compensation or any deferred compensation entitlement), (iv) trigger any other
material obligation to any such Person, (V) resuit in the forgiveness of any
indebtedness of any such Person, (vi) otherwise give rise to any material liability
under any Employee Plan or (vii) limit or restrict the right to amend, terminate or
transfer the asset of any Employee Plan on or following the Effective Time.
Except as set forth in Section 3.16(f) of the Company Disclosure Schedule, there
is no Contract or plan (written or otherwise) covering any employee or former
employee of the Company or any of its Subsidiaries that, individually or
collectively, could give rise to the payment of any amount that would not be
deductible pursuant to the terms of Section 280G or 162(m) of the Code. Section
3.16(f) of the Company Disclosure Schedule (v) lists all the agreements,
arrangements and other instruments which give rise to an obligation to make or
set aside amounts payable to or on behalf of the officers of the Company and its
Subsidiaries as a result of the transactions contemplated by this Agreement and/or
any subsequent employment termination (whether by the Company or the officer),
true and complete copies of which have been provided to Parent prior to the date
of this Agreement, with respect to officers of the Company who have termination
compensation agreements providing payments upon a change of control of the
Company, lists the maximum aggregate amounts so payable to each such
individual as a result of the transactions contemplated by this Agreement and/or
any subsequent emptoyment termination (whether by the Company or the officer),
lists the “base amount” (as defined in Section 280G(b)(3) of the Code) for each
such officer, based on the Company’s reasonable, good faith interpretation, and
includes any underlying documentation related to the Company’s calculations of
any potential “parachute payments” (as defined in Section 280G of the Code) to
such officers.

(g)  Except as set forth in Section 3.16(g) of the Company Disclosure
Schedule, no Employee Plan provides for, and neither the Company nor any of its
Subsidiaries has any material liability in respect of, post-retirement or post-
termination of employment health, medical or life insurance benefits for retired,
former or current employees of the Company or its Subsidiaries, and there has
been no communication (whether written or oral) to any Person that would
reasonably be expected to promise or guarantee any such post-retirement or post-
termination of employment medical, heaith or life insurance or other retiree
welfare benefits, except in each case as may be required by the Consolidated
Omnibus Budget Reconciliation Act of 1985, as amended (“COBRA™). Each of
the Employee Plans is in material compliance with, and the operation of each such




Employee Plan and as of the date of this Agreement will not result in the
incurrence of any material penalty to any of the Company or its Subsidiaries
under a good faith and reasonable interpretation of, the Patient Protection and
Affordable Care Act and its companion bill, the Health Care and Education
Reconciliation Act of 2010, to the extent applicable.

(h)  Each Employee Plan that is a “nonqualified deferred compensation
plan” within the meaning of Section 409A(d)(1) of the Code and any award
thereunder, in each case that is subject to Section 409A of the Code, has been
operated in material compliance with a good faith interpretation of Section 409A
of the Code and the regulations thereunder for the period January 1, 2005 through
December 31, 2008 and in material compliance with the final regulations issued
under Section 409A of the Code for the period on and after January 1, 2009.
Neither the Company nor any of its Subsidiaries has the contractual obligation to
indemnify, hold harmless or gross-up any individual with respect to any tax,
penalty or interest under Section 409A of the Code.

0 There has been no amendment to, written interpretation or
announcement (whether or not written) by the Company or any of its Affiliates
relating to, or change in employee participation or coverage under, any Employee
Plan which would increase materially the expense of maintaining such Employee
Plan above the level of the expense incurred in respect thereof for the fiscal year
ended December 31, 2010. No condition exists that would prevent the Company
from amending or terminating any Employee Plan without material liability, other
than the obligation for ordinary benefits accrued prior to the termination of such
plan.

) Except as set forth in Section 3.16(j) of the Company Disclosure
Schedule, neither the Company nor any of its Subsidiaries has been a party to or
subject to, or is currently negotiating in connection with entering into, any
collective bargaining agreement or other labor agreement with any union or labor
organization, and there has not been any activity or proceeding of any labor
organization or employee group to organize any such employees. In addition, (i)
there are no unfair labor practice charges or complaints against Company or any
of its Subsidiaries pending before the National Labor Relations Board; (ii) there
are no labor strikes, slowdowns or stoppages actually pending or threatened
against or affecting the Company or any of its Subsidiaries; (iit) there are no
representation claims or petitions pending before the National Labor Relations
Board and there are no questions concerning representation with respect to the
employees of the Company or its Subsidiaries; and (iv) there are no grievance or
pending arbitration proceedings against the Company or any of its Subsidiaries
that arose out of or under any collective bargaining agreement.

(k) In the eighteen months prior to the date hereof, neither the
Company nor any of its Subsidiaries has effectuated (i) a “plant closing” (as
defined in the WARN Act) affecting any site of employment or one or more
facilities or operating units within any site of employment or facility of the
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Company or any of its Subsidiaries; (ii) a “mass layoff” (as defined in the WARN
Act); or (iii) such other transaction, layoff, reduction in force or employment
terminations sufficient in number to trigger application of any similar state or
local law.

)] The Company and its Subsidiaries are in compliance, in all
material respects, with all Applicable Laws, collective bargaining agreements and
arrangements, works councils, judgments or arbitration awards of any court,
arbitrator or any Governmental Authority, extension orders and binding customs
respecting labor and employment, including laws relating to employment
practices, terms and conditions of employment, discrimination, disability, fair
labor standards, workers compensation, wrongful discharge, immigration,
occupational safety and health, family and medical leave, wages and hours, and
employee terminations, and in each case, with respect to any current or former
employee, consultant, independent contractor or director of the Company, any of
its Subsidiaries (each, an “Employee™): (i) has withheld and reported all material
amounts required by law or by agreement to be withheld and reported with
respect to wages, salaries and other payments to Employees, (i) is not liable for
any arrears of wages, severance pay or any material Taxes or any penalty for
failure to comply with any of the foregoing, and (iii) is not liable for any payment
to any trust or other fund governed by or maintained by or on behalf of any
Governmental Authority, with respect to unemployment compensation benefits,
social security or other benefits or obligations for Employees (other than routine
payments to be made in the normal course of business and consistent with past
practice). There are no material actions pending, threatened or reasonably
anticipated against the Company, any of its Subsidiaries or any of their
Employees relating to any Employee or Employee Plan. There are no pending or
threatened or reasonably anticipated material claims or actions against the
Company, any of its Subsidiaries or any Company trustee under any worker’s
compensation policy or long-term disability policy. Neither the Company nor any
of its Subsidiaries has direct or indirect material liability as a result of any
misclassification of any Person as an independent contractor rather than as an
“employee.”

Section 3.17. [Intellectual Property.

(a) Section 3.17(a) of the Company Disclosure Schedule contains a
complete and correct list of all registrations and applications for registration of
material Company Owned Intellectual Property and material unregistered
Company Owned Intellectual Property, in each case listing, as applicable (i) the
name of the current owner of record, (ii) the jurisdiction where the
application/registration is located and (iii) the application or registration number.

(b) Section 3.17(b) of the Company Disclosure Schedule contains a
complete and correct list of all Contracts granting the Company or any of its
Subsidiaries any right in or to material Intellectual Property of a Third Party




(excluding any commercially available “off the shelf,” “shrink-wrap” software
license at a cost less than $100,000 per year) or any matenal IT Assets.

(c) Except as has not had and would not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect on the Company:

(i) with respect to all Company Owned Intellectual Property,
the Company or its Subsidiaries, as the case may be, exclusively own all
right, title and interest in and to such Company Owned Intellectual
Property (in each case, free and clear of any Liens except Permitted
Liens);

(i)  other than as disclosed in Section 3.17(b) of the Company
Disclosure Schedule and generally commercially available “off the shelf,”
“shrink-wrap™ software licensed at a cost less than $100,000 per year, the
Company Owned Intellectual Property constitute all the Intellectual
Property used by or necessary for the Company and its Subsidiaries in the
conduct of their business;

(iii) the Company and its Subsidiaries have not granted licenses
to Third Parties under Company Owned Intellectual Property;,

(iv)  the use and exploitation of Company Owned Intellectual
Property, and the conduct of the business of the Company and its
Subsidiaries, have not, and are not infringing, misappropriating, or
otherwise violating the Intellectual Property of any Person;

(v)  the consummation of the transactions contemplated by this
Agreement will not (A) alter, encumber, impair, make subject to a Lien
(other than Permitted Liens) or extinguish any Company Owned
Intellectual Property right or IT Assets; (B) impair the right of Surviving
Corporation to use, sell, license or dispose of any Company Owned
Intellectual Property; or (C) result in the Company, any of its Subsidiaries
or, pursuant to a Contract to which Company or any of its Subsidiaries 1s a
party, Parent, granting to any Third Party any rights or licenses to any
Intellectual Property or being bound by or subject to any non-compete or
other restriction on the operation or scope of their respective businesses;

(vi)  the Company and its Subsidiaries have exercised
reasonable care to maintain the confidentiality of all Trade Secrets that are
Company Owned Intellectual Property or of a Third Party where the
Company or any Subsidiaries is under an obligation to keep such Trade
Secrets confidential and, to the knowledge of the Company, during the
past twelve months, no such Trade Secrets have been disclosed other than
to employees, representatives and agents of the Company or any of its
Subsidiaries all of whom are bound by written confidentiality agreements,
or to Third Parties under an obligation of confidentiality;




(vii) theIT Assets operate and perform in a manner that permits
the Company and its Subsidiaries to conduct their respective businesses as
currently conducted and, to the knowledge of the Company, no person has
gained unauthorized access to the IT Assets; and

(viii) the Company and its Subsidiaries have implemented
reasonable backup and disaster recovery technology consistent with
industry practices.

Section 3.18. Properties.

(a) Section 3.18(a) of the Company Disclosure Schedule contains a
complete and correct list of all real property owned by the Company or its
Subsidiaries (the “Owned Real Property”) and sets forth the street address, city
and state of the Owned Real Property.

{(b) Section 3.18(b) of the Company Disclosure Schedule contains a
complete and correct list of the all real property leased, subleased, licensed, or
otherwise occupied by the Company or its Subsidiaries (the “Leased Real
Property” and together with the Owned Real Property, the “Real Property”) and
sets forth, with respect to each Leased Real Property, the street address and city
and state, the current rent amounts payable by the Company or its Subsidiaries
with respect thereto, the expiration date of the lease, sublease or license for each
Leased Real Property and the scope of any renewal options thereunder.

(c) Section 3.18(c) of the Company Disclosure Schedule contains a
complete and correct list of all Owned Real Property with respect to which any
Person other than the Company or its Subsidiaries has any right (whether by lease,
sublease, license or otherwise) to use or occupy and sets forth, with respect to
each such property, the street address and city and state, the current rent amounts
payable by such third Person with respect thereto, the expiration date of the lease,
sublease or license for each such property and the scope of any renewal options
thereunder.

(d)  Exceptin any such case as has not had and would not reasonably
be expected to have, individually or in the aggregate, a material adverse cffect on
the use, market value or marketability of the subject Owned Real Property: (i) the
Company or one of its Subsidiaries, as applicable, has good and marketable fee
simple title to the Owned Real Property, free and clear of any Lien (other than
Permitted Liens); (ii) there are no existing, pending or threatened condemnation
proceedings or similar actions relating to any part of the Owned Real Property;
(iii) all buildings, structures, fixtures and improvements included within the
Owned Real Property (the “Improvements™) are in good repair and operating
condition, subject only to ordinary wear and tear, and are adequate and suitable
for the purposes for which they are presently being used or held for use, and to the
knowledge of the Company, there are no facts or conditions affecting any of the
Improvements that, in the aggregate, would reasonably be expected to interfere
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with the current use, occupancy or operation thereof; (iv) to the knowledge of the
Company, (A) there are no violations of any zoning ordinances, building codes or
other governmental or regulatory laws affecting the Owned Real Property or, to
the knowledge of the Company, planned material changes in any zoning
ordinance or building codes or other governmental or regulatory laws that would
affect the Owned Real Property and (B) there are no commenced or, to the
knowledge of the Company, planned public improvements related to the Owned
Real Property that may result in special assessments against any part of the
Owned Real Property.

(e) Except as has not had and would not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect on the Company:
(i) the lease, sublease or license for each Leased Real Property is in full force and
effect, valid, and binding on the Company or its Subsidiaries, as applicable, and to
the knowledge of the Company, each other party thereto; (ii) none of the
Company or any of its Subsidiaries, nor to the knowledge of the Company, any
other party thereto, is in breach of or default under such lease, sublease or license,
and no event has occurred which, with notice, lapse of time or both, would
constitute a breach or default by any of the Company or its Subsidiaries or permit
termination, modification or acceleration by any Third Party thereunder; and (iii)
true and complete copies of all leases, subleases, licenses, and other occupancy
agreements (including all modifications, amendments, supplements, waivers and
side letters thereto) to which the Company or any of its Subsidiaries is a party
have been made available to Parent.

Section 3.19. Environmental Matters. Except as has not had and would
not reasonably be expected to have, individually or in the apggregate, a Material
Adverse Effect on the Company: (a) no notice, notification, demand, request for
information, citation, summons or order has been received, no complaint or
decree has been filed, no penalty has been assessed, and as of the date of this
Agreement, no Proceeding or review (or any basis therefor) is pending or, to the
knowledge of the Company, is threatened by any Governmental Authority or
other Person relating to the Company or any Subsidiary and relating to or arising
out of any Environmental Law; (b) the Company and its Subsidiaries are and have
been in compliance, in all material respects, with all Environmental Laws and all
Environmental Permits; and (c) the Company and its Subsidiaries are not aware of
any presence o release of or exposure to Hazardous Substances or other condition
reasonably expected to give tise to a requirement for investigation or remediation,
violation of, or liability pursuant to any Environmental Laws, (d) there are no
currently accrued liabilities of the Company or any of its Subsidiaries arising
under or relating to any violation of any Environmental Law or any Hazardous
Substance; and (e) the Company has made available to Parent copies in the
Company Data Room of all written environmental, health or safety assessments,
audits and similar documents in its possession, including any “Phase I”’ and
“Phase I1” reports.




Section 3.20. Antitakeover Statutes; Standstill Waivers. (a) Assuming
the accuracy of Section 4.20, the Company has taken all action necessary to
exempt or exclude the Merger, this Agreement and the transactions contemplated
hereby from any takeover statute, and, accordingly, none of the restrictions in
such takeover statutes or any other antitakeover or similar statute or regulation
applies to any such transactions.

(b)  All waivers of standstills that the Company has granted, on or
before the date hereof, to any Person that signed such standstill in connection with
consideration of a possible Acquisition Proposal have expired or been revoked.

Section 3.21. Opinion of Financial Advisor. The Company has received
the opinion of Citigroup Global Markets, Inc., financial advisor to the Company,
and RBC Capital Markets, LLC, to the effect that, as of the date of this
Agreement, the Merger Consideration is fair to the Company’s shareholders from
a financial point of view.

Section 3.22. Finders’ Fees. Except for Citigroup Global Markets, Inc.
and RBC Capital Markets, LLC, copies of whose engagement agreements
(including all amendments) have been provided to Parent prior to the date of this
Agreement, there is no investment banker, broker, finder or other intermediary
that has been retained by or is authorized to act on behalf of the Company or any
of its Subsidiaries who might be entitled to any fee or commission in connection
with the transactions contemplated by this Agreement,

Section 3.23. Third Party Reimbursements.

(a) Except as would not reasonably be expected to have, individually
or in the aggregate, a Material Adverse Effect on the Company, the Company and
its Subsidiaries have obtained and maintained all provider agreements,
certifications, and authorizations required from any Governmental Authority and
nongovernmental payor, or any entity acting on behalf of such Governmental
Authority or nongovernmental payor, private insurer, health maintenance
organization, preferred provider organization, other prepaid plan, health care
service plan or other Third Party payor, under any Applicable Law (collectively,
“Payors™) and have obtained and maintained eligibility and good standing for
reimbursement from such Payor. There is no Proceeding pending or, to the
knowledge of the Company, threatened by any Governmental Authority or
nongovernmental Payor that, individually or in the aggregate, are or would
reasonably be expected to have a Material Adverse Effect on the Company, with
respect to (i) any alleged violation by the Company or any of its Subsidiaries of
any Applicable Law, Order, policy or guideline of any Governmental Authority or
nongovernmental Payor involving or relating to participation in any such Payor’s
reimbursement program or eligibility to receive payment; or (ii) any revocation,
cancellation, rescission, modification, or refusal to renew any agreements,
certifications, or authorization of any Payor. Since December 31, 2008, no
material Payor agreement has been revoked, cancelled, terminated, rescinded,




modified or been subject to a refusal to renew. The Company and its Subsidiaries
have paid or made provision to pay any overpayment received from any Payor
and any similar obligation with respect to reimbursement programs in which the
Company or any of its Subsidiaries participates (each of which is reflected in the
Company Balance Sheet).

(b)  Except as would not reasonably be expected to have, individually
or in the aggregate, a Material Adverse Effect on the Company, each long-term
acute care hospital (“LTCH”) owned or operated by the Company or its
Subsidiaries meets the requirements for exclusion from the Medicare prospective
payment system specified in 42 CFR § 412.1(a)(1) by complying with the
requirements set forth at 42 CFR §412.23(e). Neither the Company nor any of its
Subsidiaries has received written notice from a Governmental Authority of any
pending or threatened Proceedings or surveys (other than surveys conducted in
the ordinary course of business) specifically with respect to any LTCH’s status as
a long-term care hospital under 42 CFR §412.23(¢). To the knowledge of the
Company, no investigation or inquiry respecting the Medicare enrollment or
certification status of any LTCH is pending, threatened or imminent (other than
surveys conducted in the ordinary course of business). Neither the Company nor
any of its Subsidiaries has reason to believe that each LTCH will not continue to
meet all existing requirements necessary to be met in order for such LTCH to
qualify as a long-term acute care hospital under 42 CFR §412.23(¢). No LTCH is
subject to the special payment provisions for long-term care hospitals specified in
42 CFR §§ 412.534 and 412.536.

{c) Except as would not reasonably be expected to have, individually
or in the aggregate, a Material Adverse Effect on the Company, each inpatient
rehabilitation facility (“IRF”) owned or operated by the Company or its
Subsidiaries meets the requirements for exclusion from the Medicare prospective
payment system specified in 42 CFR § 412.1(a)(1) by complying with the
requirements set forth at 42 CFR §412.23(b). Neither the Company nor any of its
Subsidiaries has received written notice from a Governmental Authority of any
pending or threatened Proceedings or surveys (other than surveys conducted in
the ordinary course of business) specifically with respect to any IRF’s status as a
inpatient rehabilitation facility under 42 CFR §412.23(b). To the knowledge of
the Company, no investigation or inquiry respecting the Medicare enrollment or
certification status of any IRF is pending, threatened or imminent (other than
surveys conducted in the ordinary course of business). Neither the Company nor
any of its Subsidiaries has reason to believe that each 1RF will not continue to
meet all existing requirements necessary to be met in order for such IRF to qualify
as a inpatient rehabilitation facility under 42 CFR §412.23(b).

(d) Section 3.23(d) of the Company Disclosure Schedule lists the
Medicare and Medicaid cost reports duly filed by the Company and each of its
Subsidiaries covering all open cost reporting periods prior to the Closing Date and
which of such cost reports has been (i) audited but not fully settled and (ii) neither
audited nor settled, and a brief description of any and all notices of program




reimbursement, proposed or pending audit adjustments, disallowances, appeals of
disallowances, and any and all other unresolved claims or disputes in respect of
such cost reports.

Section 3.24. Privacy and Security. Except as would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect on
the Company, the Company and its Subsidiarics have adequate policies,
procedures and systems in place to prevent improper use or disclosure of, or
access to, all business, proprietary, individually identifiable, personal, medical
and any other private information.

Section 3.25. No Other Representations or Warranties. Except for the
representations and warranties contained in this Agreement, the Company
expressty disclaims any other representations or warranties of any kind or nature,
express or implied, as to liabilities, operations of the facilities, the title, condition,
value or quality of the Company. No exhibit to this Agreement, nor any other
material or information provided by or communications made by the Company or
any of its Affiliates, or by any advisor thereof, whether in the Company Data
Room, or in any information memorandum or otherwise, or by any broker or
investment banker, will cause or create any warranty, express or implied, as to the
title, condition, value or quality of the Company.

ARTICLE 4

REPRESENTATIONS AND WARRANTIES OF PARENT

Except (i) as disclosed in Parent SEC Documents filed with or furnished to
the SEC by Parent on or after February 26, 2010 and publicly available prior to
the date of this Agreement (but excluding any risk factor section, any disclosures
in any section relating to forward looking statements and any other disclosures
included therein to the extent they are predictive or forward-looking in nature) or
(ii) as set forth in Parent Disclosure Schedule, Parent represents and warrants to
the Company that:

Section 4.01. Corporate Existence and Power. Each of Parent and
Merger Subsidiary is a corporation duly incorporated, validly existing and in good
standing under the laws of its jurisdiction of incorporation and has all corporate
powers required to carry on its business as conducted as of the date hereof. Parent
has, prior to the date of this Agreement, made available in the Parent Data Room
to the Company true and complete copies of the Organizational Documents of
each of Parent and Merger Subsidiary as in effect on the date of this Agreement.
Since the date of its incorporation, Merger Subsidiary has not engaged in any
activities other than in connection with or as contemplated by this Agreement.

Section 4.02. Corporate Authorization. (a) Subject to receipt of the
affirmative vote of the holders of a majority of the outstanding shares of Parent
Common Stock in connection with the consummation of the Merger, including




without limitation the authorization of the Parent Share Issuance (the “Parent
Shareholder Approval™), the execution, delivery and performance by Parent and
Merger Subsidiary of this Agreement and the consummation by Parent and
Merger Subsidiary of the transactions contemplated hereby are within the
corporate powers of Parent and Merger Subsidiary and have been duly authorized
by all necessary corporate action on the part of Parent and Merger Subsidiary.
This Agreement constitutes a valid and binding agreement of each of Parent and
Merger Subsidiary, enforceable against each of Parent and Merger Subsidiary in
accordance with its terms (subject to applicable bankruptcy, insolvency,
fraudulent transfer, reorganization, moratorium and other laws affecting creditors’
rights generally and general principles of equity).

(b The Parent Shareholder Approval is the only vote of the holders of
any of Parent’s capital stock necessary in connection with the consummation of
the Merger.

(c) At a meeting duly called and held, the board of directors of Parent
(the “Parent Board™) has unanimously (i) determined that this Agreement and
the transactions contemplated hereby are advisable, fair to and in the best interests
of Parent and Parent’s stockholders, (ii) approved, adopted and declared advisable
this Agreement and the transactions contemplated hereby, and (iii) directed that
this Agreement be submitted to Parent’s stockholders and resoived to recommend
approval and adoption of this Agreement (including approval of the issuance of
the shares of Parent Common Stock required to be issued in the Merger (the
“Parent Share Issuance”)) by Parent’s stockholders (such recommendation, the
“Parent Board Recommendation™).

Section 4.03. Governmental Authorization. The execution, delivery and
performance by Parent and Merger Subsidiary of this Agreement and the
consummation by Parent and Merger Subsidiary of the transactions contemplated
hereby require no action by or in respect of, filing with, or notice to any
Governmental Authority other than (a) Required Governmental Authorizations,
(b) compliance with any applicable requirements of the 1933 Act, the 1934 Act,
and any other applicable U.S. state or federal securities laws, (c) compliance with
any requirements of the NYSE, and (d) any actions, filings or notices the absence
of which would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect on Parent or materially delay or impair the
ability of Parent or Merger Subsidiary to perform its obligations or consummate
the transactions contemplated by this Agreement.

Section 4.04. Non-contravention. The execution, delivery and
performance by Parent and Merger Subsidiary of this Agreement and the
consummation by Parent and Merger Subsidiary of the transactions contemplated
hereby do not and will not (a) contravene, conflict with, or result in any violation
or breach of any provision of the Organizational Documents of Parent or Merger
Subsidiary, (b) assuming compliance with the matters referred to in Section
4.03(a) through Section 4.03(c), contravene, conflict with or result in a violation




or breach of any provision of any Applicable Law, (c) assuming compliance with
the matters referred to in Section 4.03(a) through Section 4.03(c), require any
consent or other action by any Person under, constitute a default, or an event that,
with or without notice or lapse of time or both, would constitute a default, under,
or cause or permit the termination, cancellation, acceleration or other change of
any right or obligation or the loss of any benefit to which Parent or any of its
Subsidiaries is entitled under any provision of any agreement or other instrument
binding upon Parent or any of its Subsidiaries or any license, franchise, permit,
certificate, approval or other similar authorization affecting, or relating in any
way to, the assets or business of Parent and its Subsidiaries or (d) result in the
creation or imposition of any Lien (other than Permitted Liens) on any asset of
Parent or any of its Subsidiaries, except for such contraventions, conflicts and
violations referred to in clause (b), such failures to obtain any such consent or
other action referred to in clause (¢), and such defaults, terminations,
cancellations, accelerations, changes, losses or Liens referred to in clauses (c) and
(d), that would not be reasonably expected to have, individually or in the
aggregate, a Material Adverse Effect on Parent or materially delay or impair the
ability of Parent (or, in the event of a Subsidiary Merger Election, of each of
Parent and Merger Subsidiary) to perform its obligations or consummate the
transactions contemplated by this Agreement,

Section 4.05. Capitalization.

(a) The authorized capital stock of Parent consists of (i) 175,000,000
shares of Parent Common Stock and (ii) 1,000,000 shares of Preferred Stock, par
value $0.25 per share (“Parent Preferred Stock” and together with Parent
Common Stock, the “Parent Capital Stoek™). Other than Parent Capital Stock,
there are no shares of capital stock authorized, issued or outstanding. As of
February 4, 2011, there were outstanding (i) 39,495,320 shares of Parent
Common Stock, (ii) no shares of Parent Preferred Stock and (iii) Parent Stock
Options to purchase an aggregate of 3,365,424 shares of Parent Common Stock
(of which Parent Stock Options to purchase an aggregate of 3,055,961 shares of
Parent Common Stock were exercisable). As of February 4, 2011, other than
1,049,230 shares of Parent Common Stock reserved for issuance under Parent’s
2001 Stock Incentive Plan, Amended and Restated and the 2001 Equity Plan for
Non-Employee Directors (Amended and Restated) pursuant to outstanding
Parent’s Stock Options and upon the vesting of Parent Performance Units, Parent
has no Shares reserved for issuance. All outstanding shares of Parent Capital
Stock have been, and all shares of Parent Capital Stock that may be issued
pursuant to any stock plan of Parent or other compensation plan or arrangement
will be, when issued in accordance with the respective terms thereof, duly
authorized and validly issued and are fully paid and nonassessable. No
Subsidiary of Parent owns any Parent Capital Stock.

(b)  There are outstanding no bonds, debentures, notes or other
indebtedness of Parent having the right to vote (or convertible into, or
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exchangeable for, securities having the right to vote) on any matters on which
shareholders of Parent may vote.

Section 4.06. Disclosure Documents. The information supplied by
Parent and Merger Subsidiary, or through their counsel, specifically for inclusion
or incorporation by reference in (a) the Form S-4 will, at the time the Form S-4 is
filed with the SEC, at any time it is amended or supplement, and at the time it
becomes effective under the 1933 Act, not contain any untrue statement of
material fact or omit to state any material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances under
which they are made, not misleading or (b) the Joint Proxy Statement, at the time
the Joint Proxy Statement (and any amendment or supplemented thereto) is first
sent or given to the holders of Company Common Stock and Parent Common
Stock and at the time of the Company Shareholder Meeting and Parent
Shareholder Meeting, not contain any unirue statement of material fact or omit to
state any material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they are made,
not mislcading. The Form S-4 and Joint Proxy Stalement (and any amendment or
supplement thereto), will, when filed with the SEC and distributed or
disseminated, as applicable, comply as to form in all material respects with the
applicable requirements of the 1933 Act and 1934 Act, as applicable. No
representation or warranty is made by Parent with respect to the statements made
based on information supplied by the Company or through their counsel
specifically for inclusion or incorporation by reference in the Form S-4 or the
Joint Proxy Statement.

Section 4.07. SEC Filings and the Sarbanes-Oxley Act.

(a) Parent has timely filed with or furnished to the SEC all reports,
schedules, forms