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Regulatory At_:;rnE.-t-zmeenLJ N O FLIS:‘JEQ'LA Iinusic O P Y

. ] and Urbhan Development
Nursing Homes Office of Housing

| Federai Housing Cammissicner

Broject Numbar Mortgagse
071-22052 GMAC COMMERCIAL MORTGAGE CORPORATTON
Amount of Mortgags Note Dats Ve f}
84,597,600 Date of Endorsement ~7 - / - /’/‘
Mortgage Rscorded (State) Illinois Caunty Coak 1
CONCURRENTLY HEREWITH '
This Agreement entered into* as of the lst dayof September, 2003

between EDGEWATER CARE AND REHABILITATION CENTER, .INC.',. <an'_Tllinois corporation.
whose addressis =~ 5835 North Sheridan Road, Chicago, Illinois |

*LASALLE BANK NATIONAL ASSOCIATION, AS TRUSTEE UNDER PROVISIONS OF A CERTAIN TRUST
AGREEMENT DATED-}F2RUARY 1, 2001, KNOWN AS TRUST NO. 127160

(jointly and severally, hereinafter referred to a3 Tizsiee) and the undersigned Federal Housing Commissioner, (hereinafter called Commissioner).

Tn consideration of the consent of the Commissiontr to the leasing of the aforesaid project by EDGEWATER REAL ESTATE .

LIMITED PARTNERSHIP and * | | , Mortgagor,
and in order to comply with the requiréments of the Natioha! ousing Act and the Regulations-adopted by the Commissioner pursuant thereto,
Lessees agree for themselves, their successors, heirs and assign , that in connection with the mortgaged property and the project operated thereon
and 5o long as the Contract of Mortgage Insurance continues in efect, and during such further period of time as the Commissioner shall be the
owner, holder or reinsurer of the mortgage, or during any time the Coinintssioner is obligated to insure a mortgage on the mortgaged property:

(1) The lease shall be subject and subordinate to the mortgage  (6)  Lessee shall maintain in good repair and condition ary parts of
securing the note or other obligation endorsed for msurance by dle proiect for the maintenance of which lessee is responsible
the commissioner; ‘ under the tarms of the lease;

(2) Lessee shall make payments under lease when due; (7} Lessee slall not remodel, reconstruct, add to, or demolish any
part of the meiteaged property or subtract from any real or

(3) Payments by the lessee to the lessor shall be sufficient to pay all personal prope:ty o the project:

mortgage payments including payments to reserves for taxes, _ .
insurance, ete., payments to the Reserve for Replacements,and  (8)  Lessee chall not use fiie project for any purpose except the
to take care of necessary maintenance. If at the end of any operation of a nursing neze,

calendar year, or any fiscal year if the project operates on the _ ' . .
hasis of a fiscal year, payments under the lease have not been (9) Ifadefaultisdeclaredbythe Couunissioner under the provisions

sufficient to take care of the above items, the lessor and lessee of Paragraph 11of the Regu latory (&, reement entered infoby the

uponrequest in writing from the Commissioner shall renegotiate lissor-mm'tgagor and theSC ommissioner as of the

the amounts due under the lease so that such amounts shall be St _ dayof S€P t.emb er, 2003 , s copy ?f
: . S i i to the lessee, the lessee will

sufficient to take care of such items; the Commissioner shall be notice of default having beeg gtven d th' ) to the

furnished by the lessee, within thirty daysafter being called upon thereafter make all future payments uncer &e case 1o

to do so, with a financial report in form satisfactory to the Commssioner;

Commissioner covering the operations of the mortgaged prop-  (10) Thelease may becancelled upon thirty days written notice by the

erty and of the project; Commissioner given to the lessor and the lessee for a violation

of any of the above provisions unless the violation is corrected
to the satisfaction of the Commissioner within said thirty day
period.

(4) The lessee shall not sublease the project or any part thereof
‘without the consent of the Comimissioner;

(5} The lessee shall at all times maintain in full force and effect a
license from the State or ather licensing authority to operate the
project as a nursing home, but the owner shall not be required to
matntain such a license;

(11) The Commissioner must approve any change in or transfer of
ownership of the lessee entity, and any change m or ransfer of
 the management operation, or control of the project.

form HUD-82466-NHL (1!921)
g00.
Previous Editions Are Obsolete Page 1 of2 ’ ref Handbaok 4
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(12) The lessee shail not reduce or expand, allow to be reduced or
expanded, or cause the éxpansion or reduction of the bed
capacity of the project without the consent of the Commissioner.
Any change in the bed capacity shall violate this Regulatory
Agreement,

(13) The lessee shall not enter into any management contract involy-
ing the project, unless such shall contain a provision that, in the
event of default under the Regulatory Agreement as recited in
paragraph 9 (above) of this Agreement, the management agree-
mentshall be subject to termination without penalty upon written
request of the Commissioner. Upon such request the lessee shall
immediately arrange to terminate the contract within a period of
not more than thirty (30) days and shall make arrangements
satisfactory to ths Comnmissioner for continuing proper manage-
ment of the project.

(14) The mortgaged propetiy ccuipment, buildings, plans, offices,
apparatus, devices, books, cortracts, records, documents, and
other papers relating thereto shaliat all times be maintained in
reasonable condition for properaud.t and subject to examination
and inspection at any reasonable time »3: the Commissioner or
his duly authorized agents. Lessee shall keey copies of all written
contracts or other instruments which affert Ure mortgaged
property, all or any of which may be subject to inspection and
examination by the Commissioner or his/her duly ~uthorized
agents,

(15) There shall be full compliance with the provisions of (1) any
State or local laws prohibiting discrimination in housing on the
basis of race, color, creed, or national origin; and (2) with the
Regulations of the Federal Housing Administration providing
for non-discrimination and equal opportunity in housing. It is
understood and agreed that failure or refusal to comply with any
such provisions shall be a proper basis for the Commissioner to
take any corrective action he may deem necessary including, but
not limited to, the refusal to consent to a further renewal of the
lease between the mortgagor-lessor and the lessee, the rejection
of applications for FHA mortgage insurance and the refusal to
enter into future contracts of any kind with which the lessee is
identified; and further, if the lessee is a corporation or any other
type of business association or organization which may fail or
refuse to comply with the aforementioned provisions, the Com-
missioner shall have a similar right of corrective action (1) with
respect to any individuals who are officers, directors, trustees,
managers, partners, associates or principal stockholders of the
lessee; and {2) with respect to any other type of business
association, or organization with which the officers, directors,
trustees, managers, partners, associates of principal stockhelders
of the lessee may be identified.

SEE ATTACHED

FOR SIGNATURE PAGES AND ACKNOWLEDGMENTS

Instructions to Closing Attorney
Regulatory Agreement—form HUD-92466-NHL
Nursing Homes—Section 232

This Regulatory Agreement must be executed by the Lessee and the
Commissioner and recorded before the Note is endorsed for insurance.

Note that therc is space left on the back of the printed form for proper
execution of the instrument.

The execution by the Commissioner and by the Lessce must be in
accordance with the requirements of the jurisdiction where the project
is located and must permit the instrument to be recorded.

The Agreement is to be executed in the name of the Commissioner. It
will be signed for the Commissioner by the Field Office Manager or
authorized agent who endorses the Note for insurance.

Recording must be at the expense of the mortgagor-owner or lessee.

Sufficient space is left on the back for the insertion of any necessary
additional provisions. Any changes in the Agreement and any substan-
tial additions shall receive the prior approval of the Assistant Secretary
for Housing.

A copy of the Commissioner-approved lease shall be attached to this
Regulatory Agreement, If the lease has already been filed or recorded,
re-recording will be unnecessary, and a copy of the recordedlease (with
recording data) will be attached following recording of the form HUD-
92466-NHL.

The Agreement must be executed by the Lessee prior to execution by
the Comimissioner.

form HUD-02466-NHL (1/92)
ref Handbook 4600.1

Page 2of2
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SIGNATURE PAGE
TO REGULATORY AGREEMENT
NURSING HOME

EDGEWATER CARE A REHARILITATION CENTER, INC,, an

Illinois corporation i
phie HHEL / P flc S

R

By

STATE OF ILLINOIS )
) SS.
COUNTY OF )
I erw;o N 4&& e ‘ , a Notary Public, in and for said County, in the State
aforesaid, do hereby certify that _ Egeic/ Refkrn , of EDGEWATER CARE AND

REHABILITATION CENTER , INC. , an 11%incis zorporation, who is personally known to me to be the same person whose
name is subscribed to the foregoing instrument, a speared before me this day in person and acknowledged that he signed and
delivered the said instrument, in his capacity as the _ y .2 of the Corporation, as his free and voluntary act
and as the free and voluntary act and deed of said Comoration, for the uses and purposes therein set forth.

Given under my hand and notaria! seal, this A day of Septzoher, 2003.

0. U Lo

Notary Pubtic

My Commission Expires:

Official Seal
David M Aronin

My Commission Expires 08/22/104
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("Secretary")

SECWF HOUSING AND URBAN DEVELOPMENT

By: % < é:_/é) 4

" Aluthorized Agent . -~ A#
State of ILLINOIS )
) ss.
County of COCr )
B £ I.v’u . / . ﬁ J [3 -

On this UL’ day of S«pirmber, 2003, before me, appeared f” Hﬁy { ANdelS6 , who, being
duly sworn, did say that lie/she is the duly appointed Authorized Agefit and the person who executed the foregoing
instrument by virtue of thie authority vested in him/her , and acknowledged the same to be

his/her free and voluntary act and-deed as Authorized Agent for an on behalf of the Secretary of Housing and Urban
Development.

IN WITNESS WHEREOF, I have hereuro ‘et Wd and affixed my 1{10tarial seal.

< Notary Public*

My commission expires:
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EDGEWATER ®URSING & GERIATRIC CENTER
5838 NORTH SHERIDAN ROAD
CHICAGO, ILLINOIS

LEASE AGREEMENT
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EDGEWATER NURSING & GERIATRIC CENTER

LLEASE AGREEMENT

TABLE OF CONTENTS
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-i- 02/19/93 - SDG\A01149.\WPC11253\VLWPF
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ARTICLEVIL /..o 23

Section 7.1 Maintenance of Premises .................. .. ... 23
Section 72 Failure to Maintain ................... .. ... . .. . 24
Section 7.3 Compliance With Prime Lease and Mortgages ............... 25
Section 7.4 Improvements ...................... ... ... 25
Section 7.5 Indemnification .. ................ ... ... .. .. 26
ARTICLE VI Liability Insurance ............................ ... 27
Section 8.1 Insurance Requirements .................... ... . 27
Section 82 Elevator Insurance ......................... ... 28
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i~ 02/19/93 - SDG\401149 \WPC11253.\VLWPF
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Aii- 02/19/93 - SDG\401149.\WPC11253.\V1.WPF
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.................................. 635

Section 24.1 Sublessor’s Indemnification ............ ... ... ... 65
Section 24.2 Sublessee’s Indemnification ... ............ ... .. . . 66
Section 24.3 Waiver ................. ... .. ... .. ... .. " 67
ARTICLE XXV Surrender . .......................... ... .. 638
Section 25.1 Condition Upon Surrender ............. ... . ... ... . 68
Section 25.2° Alterations and Additions ................... ... . 70
Section 25.3 Sublessee’s Property ....... .. .. 70
Section25.4 Holdover........................... . ... ... " 71
ARTICLE XX VI Covenant of Quiet Enjoyment ....................... .. ... 72
ARTICLE XXV1D Short Form Sublease ............................. 72
ARTICLE XXVIINGUCes . ..o o 72
ARTICLE XXIX Environtmemaal .....................o0o oo 74
Section 29.1 Sublessee’s Compliance «......................... .. .. 74
Section 29.2 Sublessor’s In demnity ... 75
ARTICLE XXX Representations and Agreements ... ... .. 75
Section 30.1 Sublessor’s Representations and Agreements ............... 75
Section 302 Survival of Sublessor’s Warranties .. ................. .. .. 87
Section 30.3 Sublessor’s Knowledge .. .2 ... 87
Section 30.4 Sublessee’s Representations and Agreements . .............. 87
ARTICLE XXX Intentionally Deleted ........................... . 88
ARTICLE XXXII Intentionally Deleted ................ /o . . ... ... 88
ARTICLE XXXIII Sublessor’s Right to F inance/ Sublessee’s Right to Care . ... ... 88
Section 33.1 Sublessor’s Right to Finance ................woui ... .. 88
Section 33.2 Evidence of Payment ........................ 77 . .. 89
Section 33.3 Sublessee’s Right to Cure . .................... . ‘wi. .. 89
ARTICLE XXXIV Covenants Runwith Land ................. ... .. ..... %0
Section 34.1 Covenants ..................couvuiunine . 90
ARTICLE XXXV Time of ESSENce . .......vovtvureesor o, 90
ARTICLE XXXVI Indemnity for Litigation .................ccovvrerun.n.. 50
-1v- 02/19/93 - SDG\401145.\WPC11253.\V1.WPF
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EDGEWATER
SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (the “Sublease") made and entered into as of the
___ day of February, 1993, by and between Sam Gorenstein and David Gorenstein
(hereinafter referred to as "Sublessor") and Edgewater Care and Rehabilitation Center
Building Corp., an Illinois corporation (hereinafter “Sublessee").

WITNESSETH:

WHERZAS, Sublessor is the lessee of that certain tract of land which is improved
with a 188 bed nursing Lome facility, situated in the County of Cook and commonly known
as 5838 North Sheridan Road, Chicago, Illinois, all as more particularly described in
Exhibit A attached hereto and made'a part hereof (hereinafter referred to as "Premises” or
as the "Demised Premises") under tha: certain Lease Agreement and any amendments
thereto (hereinafter referred to as the "Prime L=2se") entered into as of July 27, 1977 by and
between AMERICAN NATIONAL BANK AND TrUST COMPANY OF CHICAGO, not
personally, but as Trustee under Trust Agreement dated May'1, 1975 and known as Trust
Number 90910 (hereinafter referred to as "Edgewater Trustee", "Prime Lessor" or the "Prime
Landlord"), as landlord, and Sublessor, as tenant. Exhibit B attached %éisto and made a
part hereof is a true and accurate copy of the Prime Lease, excluding the amounts of rent
contained therein, all of which have been "blacked out"; and

WHEREAS, pursuant to the Prime Lease, Sublessor is the lessee of the furnishings,
furniture, equipment and fixtures used in or about the Demised Premises (hereinafter

collectively referred to as the "Personal Property"); and

02/19/93 - SDG\401149 \WPC11253\V1L.WPF
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WHEREAS, Edgewater Trustee is the fee simple owner of the Demised Premises
and owner of the Personal Property; and

WHEREAS, Sublessor desires to sublease the Demised Premises and Personal
Property (sometimes collectively referred to herein as "Property") to the Sublessee and
Sublessee desires to sublease the Demised Premises and Personal Property from Sublessor;
and

WHEPEAS, the parties hereto have agreed that the use and occupancy of the
Demised Premises, -ard the use of the Personal Property, shall be subject to and in
accordance with the terms, conditions and provisions of this Sublease.

NOW, THEREFORE, 1n_consideration of the mutual premises contained herein,
Sublessor and Sublessee hereby agrec a< follows:

ARTICIE]

Premises

Sublessor, for and in consideration of the rents herzin reserved and of the covenants
and agreements herein contained on the part of the Sublestec to be kept, observed and
performed, does by these presents, sublease to Sublessee, and Sublessee hereby subleases
from Sublessor, the Property, which leasing shall, with respect to the Prepus<s, be subject
to covenants, conditions, agreements, easements, encumbrances and restrictions (e einafter
all the aforesaid are collectively referred to as "Restrictions") affecting the Premises and the
improvements thereon. A copy of the existing Restrictions is attached hereto as Exhibit C

and incorporated herein by reference.
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ARTICIE QI
Term

Section 2.1 Term. Subject to the terms of Article XXXXII hereof, the term of this

Sublease shall commence on March 1, 1993 (hereinafter referred to as the "Sublease
Commencement Date") and shall end on the last day of February, 2023, unless sooner
terminate or extended as herein set forth. (The term as set forth herein is sometimes
hereinafter réferred to as the "term”).

Section 2.2 Maintenance of Prime Lease. Sublessor shall either take any and all
such action as may be necessary to assure that the Prime Lease will at all times during the
term of the Sublease remain ir. full force and effect or shall purchase the Nursing Home
prior to the expiration of the Prime Leus¢ so that the Sublease will thereby become a prime
lease.

ARTICLE i
Rent

Section 3.1 Base Rent. In consideration of the leasirg aforesaid, Sublessee agrees
to pay to Sublessor, without offset or deduction whatsoever except a: specifically provided
for in this Sublease, as rent hereunder, the Base Rent set forth in Exhibit & aitached hereto
and incorporated by reference, at the address of Sublessor hereafter set foribin Article
XXVIII, or at such other place as Sublessor may direct in writing, and in addition thereto,
shall pay such charges as are herein described as Additional Base Rent and/or additional
rent. Base Rent shall be paid in equally monthly installments in advance on or before the

first day of each month of the term of this Sublease.
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Section 32 Additional Base Rent. Sublessee shall also pay to Sublessor as

Additional Base Rent as and for the first year of the Term the sums set forth below at the
address of Sublessor for payment of Base Rent. Additional Base Rent shall be payable in
the sum of $357,200.00 and shall be paid on the Commencement Date of this Sublease. Any
sum received by Sublessor pursuant to the escrow (as hereinafter defined in Article
XXXXIIJ and attributed to, deposited thereto and /or contributed thereto by Sublessee shall
be credited dgainst Sublessee’s obligation hereunder for Additional Base Rent.

Section 3.3 -Sdir'ease Interest Rate. Any rent accruing under the provisions of this

Sublease which shall not b2 paid when due, shall bear interest at the Sublease Interest Rate,
as hereinafter defined, from the date when the same is due hereunder until the same shall
be paid.

Section 3.4 Rent Deferral. Notwithstanding anything to the contrary contained
elsewhere in Exhibit D hereof, Sublessee shall reczivz a deferral (hereinafter "Deferral") of
the fixed monthly base rent in the amount of $1.00/bed/dey, veing $5,718.33/month, for the
first seventeen (17) months of the Sublease Term, being the total aggregate amount of
$97,211.61. The total amount of the Deferred rent shall be repaid, without interest, in three
(3) equal installments of $32,403.87 each, payable one each on the first gay =i-the twenty-
ninth (29th), forty-first (41st) and fifty-third (53rd) months following the Comrieacement

Date,
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ARTICLE IV

Taxes and Assessments

Section 4.1 Payment of Taxes. Sublessee further agrees to pay as additional rent for

the Premises, all taxes and assessments, general and special, water rates, levies and all other
impositions, ordinary and extraordinary, of every kind and nature whatsoever, which may be
taxed, charged, levied, assessed or imposed upon the Premises or any part thereof or upon
any building or improvements at any time situated thereon, accruing or becoming due and
payable during the-vesm of this Lease. Real estate taxes for the first year of the original
term hereof shall not be prorated. Sublessor shall be responsible for general real estate
taxes prior to the Lease Commeéncement Date. Sublessor shall pay the first installment of
the 1992 real estate taxes prior to the 2ié date on which such installment is required to be
paid and Sublessor shall further pay the second installment of the 1992 real estate tax bill
when issued. Sublessor shall timely send to Sulicssee evidence of payment of the 1992
general real estate tax bills, and in the event of Sublessor's-failure to pay said taxes on or
before the due date Sublessee may, but shall not be obligated o, pay such taxes, in which
event Sublessee may offset the amount of such taxes against the next Cue installment(s) bf
rent until it has received full credit for such payment. Real estate taxeslcvied against the
Premises shall be prorated between the Sublessor and Sublessee as of the date of épiration
of the term of this Lease for the last year of said term on the basis of the most recent
ascertainable real estate taxes as applied to the most recent assessed valuation of the
Premises. Sublessee shall be responsible for all increases in real estate taxes based upon

Sublessee’s occupancy of the Premises. After the expiration of the term hereof Sublessee
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hereby agrees to reprorate the general real estate taxes. In the event of any increase in real
estate taxes from the tax reflected on the proration made upon the expiration of the term
of this Lease, Sublessee agrees to immediately pay to Sublessor such sums as reflected by
such reproration and in the event of any decrease in real estate taxes from the tax reflected
on the proration made upon the expiration of the term of this Lease, Sublessor agrees to
immediateiy pay to Sublessee such sums as reflected by such reproration. Benefit may be
taken by Sublessee of the provisions of any statute or ordinance permitting any assessment
to be paid over a.period of years; provided, however, Sublessee shall pay all only
installments due during the criginal term hereof or any extension thereof. Sublessee shall,
in addition to the foregoing pa anv new tax of a nature not presently in effect but which
may hereafter be levied, assessed or iipnosed upon the Sublessor or upon the Premises, if
such tax shall be based upon or arise out of the awnership, use or operation of the Premises,
including any tax in the nature of a rental tax derivzdfrom the rent payable pursuant to this
Sublease and in lieu of or as a substitute for the whoie or.pert any taxes now levied on the
Premises.

Section 4.2 Security. As security for the obligations con‘ained in Section 4.1,
Sublessee shall deposit monthly with Sublessor, or such other entity-as Sublessor may
designate, on the first day of each and every month of the term of this Sublease and/or the
first day of each and every month of any and/or all extensions thereof, a sum equal to
1/12th of the amount of the last ascertainable general real estate taxes and annual
installments of special assessments levied with respect to the Premises. Sublessor shall remit

said deposits to the Prime Lessor or to its mortgagee if required under the terms of any
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mortgage affecting the Premises. If Sublessor is not required to remit said deposits to Prime
Lessor or to such mortgagee, Sublessor shall deposit said funds in an interest-bearing
segregated account identified as an escrow account for the Premises with the interest earned
to be accurnulated in said account and, together with the monthly deposits required to be
made by Sublessee hereunder, shall be used as a fund to be applied, to the extent thereof,
to the payinent of general real estate taxes and special assessments as the same become due
and payable. The interest earned in such segregated tax escrow account shall, to the extent
permitted by the Priine’] ease and Jor any mortgage against the Property, be and belong to
Sublessee. The existence of said tax escrow fund shall not limit or alter Sublessee’s
obligation to pay the taxes or asessments for which the fund was created. Sublessee shall
provide Sublessor with a copy of ti ‘el estate tax bill required to be paid from the
deposits held by Sublessor and if the amoant of the deposit is sufficient to pay said taxes,
Sublessor shall promptly pay the same and provid¢ 1o Sublessee evidence of the payment.
In the event of a deficiency in the amount of said deposits;-Sublessor shall not be required
to pay said taxes until Sublessee shall first pay to SublessOr/said deficiency. Except as
otherwise set forth in Section 4.8 hereof, Sublessee’s tax escrow aep 5sits shall only be used
and applied to the payment of general real estate taxes and speciai-2sssssments which
Sublessee is responsible for paying in accordance with the terms of this Sutle2se.

Section 4.3 Substituted Taxes. If at any time during the term of this Sublease, the

methods of taxation prevailing on the Sublease Commencement Date shall be changed or
altered so that in lieu of, in addition to, or as a substitute for the whole or any part of the

taxes now levied or imposed on real estate as such, there shall be levied, assessed or

.-
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imposed (i) a tax on the rents received from such real estate, and/or (ii) a license fee
measured by rents receivable by Sublessor from the Premises or any portion therefor,
and/or (iii) a tax or license fee imposed upon Sublessor which is otherwise measured by or
based in whole or in part upon the Premises or any portion thereof, then the same shall be
included in the definition of real estate taxes under the provisions of this Article IV.
Sectipn 4.4 Franchise Taxes. Nothing contained herein shall be construed to require
Sublessee to'pauv any franchise, inheritance, estate, succession or transfer tax of Sublessor
or any income or excess profits tax assessed upon or in respect of any income of Sublessor
or chargeable to or requiied to be paid by Sublessor unless such tax shall be specifically
levied against the rental incom of Sublessor derived hereunder, as and for a substitute for
the real estate taxes, in whole or in gari_upon the Premises or the improvements situated
thereon, in which event said rent shall be considered as the sole income of Sublessor.
Section 4.5 Personal Property Taxes. Sublessee shall pay before delinquency all
taxes, assessments, license fees and public charges levied, assessed or imposed upon or
measured by the value of its business operation, the PersonaiProperty, or its furniture,
fixtures, leasehold improvements, equipment and other property at:any time situated on or
installed in the Premises by Sublessee. If at any time during the term of this-Sublease any
of the foregoing are assessed as part of the real property of which the Premiszz)are part,
Sublessee shall pay to Sublessor upon demand the amount of such additional taxes as may
be levied against said real property by reason thereof as reasonably apportioned by
Sublessor. Sublessee shall report and pay promptly any and all other taxes, fees and

assessments due, assessed or levied against the Personal Property or any of the other items
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identified above, or the ownership, leasing, possession, use or operation thereof or upon the
rentals or receipts with respect thereto, including, without limitation, all license and
registration fees and all sales, use, personal property, excise, franchise, duties and charges,
together with any penalties, fines or interest thereon.

Section 4.6 Evidence of Payment. Except as permitted by Section 4.7 hereof, the
taxes, asscssinents, special assessments and other impositions above provided to be paid by
the Sublessee-sliall be paid, before any delinquency occurs therein or in any part or
installment thereof; in"the name of the Sublessor, and certificates of payment shall be
delivered promptly to the_ Suklessor, or, if Sublessee is making tax escrow deposits with
Sublessor pursuant to Section 4.2 hereof, Sublessor shall promptly deliver certificates of
payment to Sublessee.

Section 4.7 Right of Contest. The Sublessee shall have the right to contest the
legality or validity of any of the taxes, assessments r.other impositions herein provided to
be paid by it, provided that such contest shall have the gifect of preventing the collection
of the tax or assessment so contested and the sale or forfeiture of the Property or any part
thereof or any interest therein, to satisfy the same, but no such coniest shall be carried on
or maintained by it after the time limited for the payment of any such taxes, 2ssessments Or
other impositions unless the Sublessee, at least twenty (20) days before ihc taxes are
payable, at its option (i) shall pay the amount involved under protest; or (ii) shall procure
and maintain a stay of all proceedings to enforce any collections of such taxes, assessments
or other impositions, together with all penalties, interest, costs and expenses, and shall

deposit with the Sublessor, as security for the performance by the Sublessee of its

9.
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obligations hereunder with respect to such taxes, assessments or other impositions, a sum
of money which (when added to funds, if any, then on deposit for such taxes) shall be
sufficient in the reasonable judgment of the Sublessor to pay in full such contested taxes and
assessments and all penalties and interest that might become due thereon, and shall keep
on deposit an amount so sufficient at all times, increasing such amount to cover additional
penaltiesand interest whenever, in the reasonable judgment of the Sublessor, such increase
1s advisable. liine event any such contest is made by the Sublessee and Sublessee makes
a written request in waiting to Sublessor, and furnishes, or has furnished Sublessor with
sufficient funds to make such payment in full with an official bill for such taxes, then, within
twenty (20) days after final determination thereof and the termination of time to appeal,
Sublessor shall fully pay and discharge or cause such payment or discharge, the amount
involved in or affected by any such contest, wogether with all penalties, fines, interest, costs
or expenses that may have accrued thereon or thai miny result from any such action by the
Sublessee, whereupon the Sublessor shall return to the Sublessee all additional amounts, if
any, deposited by the Sublessee in accordance with the provisions of this Section 4.7. The
deposit may be used for payment of amounts due under this section.

Section 4.8 Failure to Pay Taxes. The land, buildings, and improvertents covered
and affected by this Sublease shall always be assessed for the purpose of taxztion in the
name of the owner of the Property if permitted under the laws or regulations relating
thereto. In the event that Sublessee fails to timely make any and/or all of the deposits
required under Section 4.2 hereof for the payment of taxes, Sublessee shall be solely

responsible for and shall indemnify and hold harmiess Sublessor from and against any and
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all fines, peﬁalties, interest, costs and/or expenses suffered and/or incurred by Sublessor and
referring to, relating to, arising out of and/or connected with the failure of Sublessor to
timely pay, or deposit with its Prime Lessor, any corresponding real estate tax installment
and/or corresponding tax escrow deposit. In the event that Sublessee has timely made all
aforesaid deposits and Sublessor fails to timely make its deposits with its Prime Lessor
and/or to'nay any such taxes when due, Sublessor shall be solely responsible for, shall
indemnify and-i5ld harmless Sublessee from and against any and/or all fines, penalties,
interest, costs and/or evpenses suffered and/or incurred by Sublessee and/or Sublessor and
referring to, relating to, afising out of and/or connected with the failure of Sublessor to
timely pay, or deposit with its'Prime Lessor, any real estate tax installment and/or tax
escrow deposit. In addition, in the evért Sublessee has timely made all aforesaid deposits
and Sublessor fails to pay any such taxes and/or to make its deposits with the Prime Lessor,
then Sublessee may offset the amount unpaid against the next installment of rent due;
provided, however, that notwithstanding anything to th< contrary contained elsewhere
herein, including but not limited to Section 4.2 hereof, provided tpat Sublessor has deposited
all sums theretofore paid by Sublessee pursuant to the terms of Section 4.2 hereof into the
segregated tax escrow account, Sublessor may then withdraw from the segrégaiad tax escrow
account an amount equal to the amount of any and/or all rent offset made by Sublessee
pursuant hereto. Furthermore, should the Sublessee fail, within the time provided above,
to pay any of the taxes or assessments provided to be paid by the Sublessee, including all
peﬁalties, fines, interest, costs and expenses, or should the Sublessee attempt any such

contest without complying with the conditions of Sections 4.7 and 4.8 hereof, the Sublessor
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may, upon prior notice to Sublessee, but shall not be obligated to, pay, discharge,
compromise or adjust the payment of the obligation involved or any part thereof. In the
event of any sale or sales to enforce or collect the same, the Sublessor may seek and effect
any redemption therefrom as it may deem satisfactory. Sublessee shall repay to the
Sublessor the full amount paid by the Sublessor pursuant to the provisions hereof, including
any coste, penalties, expenses and reasonable attorneys’ fees incurred by the Sublessor, on
or before the riist day of the next ensuing calendar month, plus interest thereon at the
Sublease Interest Rate from the date of payment by the Sublessor. In any such event, the
legality and validity of «ny such payment by the Sublessor, and the regularity of all
proceedings had in respect thereof or toward the enforcement thereof shall be conclusively
deemed to exist for the purpose of this section.

Section 4.9 Tax Filings. As between/the parties hereto, the Sublessee alone shall
have the duty of attending to the making and filing'c! any statement or report which may
be provided or required by law as a basis of or in coinection with the determination,
equalization, reduction, payment of abatement of each obligation-which is to be borne or
paid by the Sublessee in accordance with this Article IV and Sublessee shall provide
Sublessor with copies of any such filings. The Sublessor shall not be or becor.# responsible
therefor, nor for the contents of any such statement or report. The Sublessor shall not be
obligated to make, join in or be a party to any protest or objection to any law, order,
proceeding or determination, but shall cooperate with the Sublessee to the extent required

by law, provided the Sublessee pay any costs, expense or liability incurred by Sublessor.
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Section 4.10 Tax Recoveries. In the event that Sublessee at any time institutes suit

to recover any tax, assessment, tax lien or other imposition or charge paid by Sublessee
under protest in Sublessor’s name, Sublessee shall have the right, at its sole expense to
institute and prosecute such suit or suits in Sublessor’s name, in which event Sublessee
covenants and agrees to indemnify Sublessor and save it harmless from and against all costs,
charges or Hiabilities in connection with any such suit. All funds received as a result of any
such suit shall belong to Sublessee unless any such recovery relates to a period of time
which is not part of the term of this Sublease, and in such case shall be paid to Sublessor
less the pro rata amount of Sublessee’s reasonable costs and expenses incurred in such suit.

Section 4.11 Sublessor’s Right of Contest. Sublessor shall have the right to seek a
reduction in the valuation of the Preuises assessed for tax purposes, if within thirty (30)
days after notice by Sublessor, Sublessee taiis to commence a proceeding to secure such
reduction or fails to provide Sublessor with reasonable grounds for its decision not to seek
such a reduction, and at Sublessor’s expense to pariicipate in any such proceeding
commenced by Sublessee at Sublessor’s instance or otherwise: Sublessor shall have the
further right to commence a proceeding without notice to the Sublessee. or to intervene in
and prosecute any proceeding commenced by Sublessee, for a reduction 0 such assessed
valuation or valuations which shall in whotle or in part be for any period of time subsequent
to the expiration or termination of this Sublease. To the extent to which any tax refund
payable as a result of any proceeding which Sublessor or Sublessee may institute, or payable
by reason of compromise or settlement of any such proceeding, may be based upon a

payment made by or for the account of Sublessee and shall not relate to a period
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subsequerﬁ to the expiration or termination of this Sublease, Sublessee shall be authorized
to collect the same, subject to Sublessee’s obligation to reimburse Sublessor forthwith (as
additional rent hereunder) for any expense incurred by Sublessor in connection with any
such proceeding, including, but not limited to, reasonable attorneys’ frees. In the event any
such proceeding relates to a period of time prior to and subsequent to the termination of
this Sublease, Sublessor and Sublessee shall prorate thé amount recovered and the costs
incurred in cedection with such recovery based on the period of time prior to the
expiration of the terpi (which shall be for Sublessee’s benefit) and subsequent to the
expiration of the term (whicli shall be for Sublessor’s benefit).

Section 4.12 Tax Notices Sublessor and Sublessee shall, not later than (10) days
after receipt, deliver to the other any 2::d all tax notices or assessments which either party
may receive relating to the Property.

ARTICIEV
Utility Charges

The Sublessee shall pay in addition to all other sums regeired to be paid by it under
the provisions of this Sublease, all utility charges of whatsoever kind or nature, and all
similar expenses assessed, levied or asserted against the Property during 1 term of this
Sublease, including by way of illustration and not limitation, water, gas, lectricity,
telephone, heat, waste and disposal service, cleaning and security service and other utilities
and facilities used, supplied or consumed upon or in connection with the operation of the

Property, provided that Sublessee shall have the right to contest same in good faith and
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need not pay same during the period they are in good faith so contested, as long as the
service involved to the Property is not affected thereby.
ARTICLE VI
Use

Section 6.1 Use of Property. The Property shall at all times during the term of this

Sublease1ulfill all applicable governmental standards for a skilled and/or intermediate care
nursing home-{i=cluding staffing requirements), and with a plant and facilities qualified and
licensed by all applicakie authorities as a nursing home containing at least 188 beds, subject
to the following provisions and-to the provisions of Section 37.4 of this Sublease. Sublessee
shall not reduce the number of skilled and/or intermediate care beds authorized under the
Certificate of Need issued with respect to the Nursing Home without the prior consent of
Sublessor. Upon termination of the Suvlease, the provisions of Section 25.1 shall be
applicable and Sublessee will return to Sublessor-a facility containing a plant and facilities
qualified and licensed under law as a skilled and/or iniermediate care nursing home
(including staffing requirements) containing at least 188 beds and with certificate of need
certification for at least 188 beds, subject to any reduction in the number of licensed beds
due solely to a change in law and/or governmental regulation pertairing fo.the physical
plant and/or building requirements as a direct result of which the building wiii a0 longer
qualify for a license for 188 beds. In the event of any change in the number of licensed
beds as aforesaid, there shall not be any change, reduction or abatement in the rent

hereunder.
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Section 6.2 Compliance With Law. Sublessee shall not use or occupy the Property

or permit the Property to be used or occupied contrary to any statute, rule, order, ordinance,
requirement, regulation or restrictive covenant applicable thereto or in any manner which
would violate any certificate or occupancy affecting the same or which would render the
insurance thereon void or the insurance risk more hazardous, or which would cause
structuraliniary to the improvements or cause the value of usefulness of the Property or any
part thereof to-timinish or which would constitute a public or private nuisance or waste, and
Sublessee agrees that it will, promptly upon discovery of any such use, take all necessary
steps to compel the discontiwance of such use.

ARTICLE VII

IMaintenance

Section 7.1 Maintenance of Premiscs: Sublessee agrees to take good care of the
Premises and of the improvements at any time situatsd-thereon and keep same and all parts
thereof, including without limitation, the entire exterior aid interior, the roof, foundations,
parking areas, sidewalks, and appurtenances thereto together with any and all alterations
and additions thereto, in the same order, condition and repair as on the Commencement
Date, suffering no waste or injury. Sublessee shall, at its sole cost and expease, promptly
make all necessary repairs and replacements, structural or otherwise, ordinary as well as
extraordinary, foreseen as well as unforeseen, in and to any improvements or equipment
now or hereafter located upon the Premises, including, without limitation, the entire interior
and exterior, the roof, the foundation, sidewalks, parking areas, water, sewer, gas and

electricity connections, pipes, mains, plumbing, heating, ventilating and air conditioning
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equipment and all other fixtures, machinery, apparatus, equipment and appurtenances now
or hereafter belonging to, connected with or used in conjunction with the Premises. Ali such
repairs and replacements shall be of first class quality and sufficient for the proper
maintenance and operation of the Premises. Sublessee shall keep and maintain the
improvements at any time situated upon the Premises and all sidewalks, vault space, parking
areas and areas adjacent thereto, safe, secure and clean, specifically including, but not by
way of limitatioi,) snow and ice clearance, landscaping and removal of waste and refuse
matter. Sublessee shajl not permit anything to be done upon the Premises (and shall
perform all maintenance <7 ~epairs thereto so as not) to invalidate, in whole or in part, or
prevent the procurement of auy insurance policies which may, at any time, be required
under the provisions of this Sublease:~The Sublessee shall not obstruct or permit the
obstruction of any parking area, adjoining strcet or sidewalk.

Section 7.2 Failure to Maintain. In the svent Sublessee fails to maintain the

Premises in the same order, condition and repair as exisied on the Commencement Date,
Sublessor shall give Sublessee notice to do such acts as arc reasonably required so to
maintain the Premises. In the event Sublessee fails promptly to coramence such work or
diligently prosecute the same t0 completion, upon notice to Sublessee, Srisiassor may, but
is not obligated to, do such acts and expend such funds at the expense of Sublessee as are
reasonably required to perform such work. Any amount so expended by landlord shall be
paid by Sublessee promptly after demand with interest at the Sublease Interest Rate from
the date of such work. Sublessor shall have no liability to Sublessee for any damage,

inconvenience or interference with the use of the Premises by Sublessee as a result of
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performing any such work or by reason of undertaking the repairs required by Section 7.1
above.

Section 7.3 Compliance With Prime Lease and Mortgages. Anything to the contrary
contained herein notwithstanding, Sublessee shall maintain the Premises in accordance with
the requirements of the Prime Lease and any morigages now of hereafter placed against the
Premises. “sublessee will submit reports to Sublessor containing all reasonable and
customary infeimation required of Sublessor under the Prime Lease or amy of such
mortgages (including reruired financial information) within the time set out therefor in such
mortgages, even in the eveni taat a different time therefor is set forth herein and will fulfill
all of Sublessor’s requirements aud undertakings under the aforesaid mortgages, except
payments of rent under the Prime Leasz and payments of principal and interest under any
such mortgages. In the event of any inconsistency between the terms and provisions of this
Sublease and the Prime Lease and/or any mortgage cxisting as of the date hereof and any
replacement mortgage, the terms and provisions in cuestion of said Prime Lease or
mortgage shall not prevail over the terms and conditions in question of this Sublease unless
the terms in question of the Prime Lease or said mortgage hold)Sublessee to a higher
and/or stricter standard than the terms, provisions or conditions set forth berein. Any act
or omission of Sublessee that causes Sublessor to breach any of the aforesaid documents will
be deemed an Event of Default under this Sublease.

Section 7.4 Improvements. Sublessee shall not create any openings in the roof or
exterior walls of the improvements located on the Premises, without the prior written

consent of Sublessor, nor shall Sublessee make any alterations, additions or improvements
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to the Premises, except as permitted by Article XII hereof, without the prior written consent
of Sublessor. All alterations, additions and improvements (except Sublessee’s Property, as
hereinafter defined), put in at the expense of Sublessee shall become the property of the
Sublessor or Prime Landlord under the Prime Lease, if applicable, and shall remain upon
and be surrendered with the Premises as a part thereof at the termination of this Sublease,
or if Sublessor has so conditioned its consent, Sublessee shall remove such alterations,
additions and iinprovements which Sublessor’s consent requires to be removed and restore
the Premises to its oiginal condition. Sublessee, at its sole costs and expense, will make all
additions, improvements (ar.d-alterations on the Premises and to the improvements,
appurtenances and equipment thereon which may be necessary by reason of the act or
neglect of any other person or corpgration (public or private), including supporting the
streets and alleys adjoining the Premises. 1o additions, improvements or alterations (other
than normal maintenance and decorations) shai!’os commenced until Sublessee has first
satisfied the requirements set forth in Section 10.2. neresi.

Section 7.5 Indemnification. Sublessee covenants aid. agrees to hold Sublessor

harmless and indemnified at all times from and against any and/or al. ioss, liability, damage,
cost or expense, including reasonable attorneys’ fees, by reasons of any accidant, loss and/or
damage resulting to persons or property occurring on or after the Commencrment Date
from any use which may be made of the Premises or of any improvements or equipment at
any time situated thereon and/or by reason of or growing out of any act or thing done or
omitted to be done upon the Premises from and after the Commencement Date or with

respect to any improvement or equipment at any time situated thereon. Sublessee further
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agrees thﬁt it wili keep Sublessor and the Premises free and clear of and from any and all
loss, liabilities, damage, costs or expenses, including reasonable attorneys’ fees, arising out
of any damage which may be sustained by adjoining property in connection with any
maintenance, remodeling, altering or repairing of any building or buildings on the Premises.
ARTICLE VIII
Liability Insurance

Section51 Insurance Requirements. Sublessee further agrees that it will at all times
during the term her<of; at its sole cost and expense, carry and maintain, for the benefit of
any mortgagee, Prime Lesscr. Sublessor, Sublessor’s agents and Sublessee, as insureds or
additional insureds thereundes, comprehensive general public liability insurance against
claims for personal injury, sickness ordisease, including death and property damage, in, on
or about the Premises, or in, on or about the streets, sidewalks, or premises adjacent to the
Premises and such other insurance as is custcinzrily carried by nursing homes, such
insurance to afford protection in such amounts as are cusiomarily carried in the nursing
home industry, but not less than the amounts set forth in the Schedvle of Insurance attached
hereto as Exhibit E and incorporated herein by reference, and will alsc carry, for the mutual
benefit of Sublessor and of Sublessee, if any is required, steam boiler insuraiire on all steam
boilers, pressure vessels and other such apparatus, including piping, in sucu &tiounts as
Sublessor may from time to time reasonably require. In the absence of Sublessor being
required by Prime Lessor to provide any broader insurance coverage and/or any insurance

coverage in any greater amounts, in which event Sublessee shall obtain and provide all such
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coverage, if customarily carried by nursing homes, the insurance coverage and amounts set
forth in Exhibit E shall, for the purposes hereof, be deemed to be sufficient.

Section 8.2 Elevator Insurance. Sublessee will, at all such times as there may be one
more passenger or freight elevators in any building on the Premises, during the term hereof,
and/or any and/or all extensions thereof, carry and maintain elevator liability insurance, for
the mutual venefit of Sublessor and Sublessee, in an amount, in form and with companies

reasonably satisfac:ory to Sublessor.

Section 8.3 Ceastruction Insurance. Sublessee will at all times, when any work is
being performed to the Propiises, carry or cause 10 be carried appropriate Workmen's
Compensation Insurance, Scaffoiding Act coverage and other insurance against liability
arising from claims of workmen in respect of any work on or about the Premises.

Section 8.4 Trust Protection. In thy ¢vent the Premises are owned by a trust,
Sublessee shall maintain all insurance required pursizart to this Sublease in the name of said
trust, as well as the agents and beneficiaries thereof, 4s iheir respective interests may
appear.

Section 8.5 Evidence of Liability Insurance. Sublessee shall furnish Sublessor with

a certificate or certificates of all insurance policies required to be procures by Sublessec
under this Sublease. All such insurance shall be procured from a responsible . nsurance
company or comparies reasonably satisfactory to Sublessor and to Sublessor’s mortgagee,
if any, with a general policyholder rating of Class A and financial rating of Class 10 or better
(if such companies are generally writing such insurance) according to Best's Key Rating

Guide (or equivalent ratings) and such companies shall be authorized to do business in the
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State of Illinois and such insurance may be obtained by Sublessee by endorsement on its
blanket insurance policies. All such policies shall provide that the same may not be
canceled or altered except upon thirty (30) days’ prior written notice to Sublessor and shall
specifically name Sublessor as an insured party.
ARTICLE IX
Hazard Insurance

Sectioli-¥:1, FECV Insurance. Sublessee shall, at all times during the term of this
Sublease, at its sole éxpense, keep in effect insurance on all buildings and improvements on
the Premises against loss by fire-and lightning, the risks covered by what is commonly known
as extended coverage, malicious mischief and vandalism, and all other risks of direct physical
loss, in an amount equal to the full réplacement value on the replacement form basis, of
such buildings and improvements, if custornarily carried by nursing homes. The policy or
policies evidencing such insurance shall be writtex by.a company or companies reasonably
satisfactory to Sublessor and to Sublessor’s mortgagee, if‘any, with a general policyholder
rating of Class A and financial rating of Class 10 or better (if susi companies are generally
writing such insurance) according to Best’s Key Rating Guide (or equivalent ratings) and
such companies shall be authorized to do business in the State of linois,. shall name
Sublessor and Sublessee as insureds thereunder, and shall provide that losses shall be paid
to said insureds as their respective interests may appear. At the request of Sublessor, a
mortgage clause shall be included in said policies covering Prime Landlord’s or Sublessor’s
mortgagee, if any, Said policies shall provide that the same may not be canceled or altered

except upon thirty (30) days’ prior written notice to Sublessor and to Sublessor’s mortgagee,
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if any. The original of such policies shall be deposited with Sublessor who may deposit the

same with its Prime Lessor or mortgagee, if any.

Section 9.2 Additional Insurance Requirements. Sublessee further agrees that, if and
only if Prime Lessor so requires it pursuant to the Prime Lease, at Sublessor’s written
request, if and when obtainable and if such insurance is customarily carried, it will procure
and mairiair. so-called war risk and war damage insurance, earthquake and flood insurance
on the improverients located upon the Premises for not less than ninety (90%) percent of
the full insurance vaiue above foundation. Such insurance shall provide for payment of loss
thereunder to Sublessor ard Siblessee, as their interests may appear, and shall, at landlord’s
request contain a mortgage clacse.in favor of Sublessor’s mortgagee, if any.

Section 9.3 Rent Loss Insuraiica.- Sublessee shall furnish insurance against loss of
rents due to the occurrence of any casualty-¢r-hazard in the amount of all rent payments,
taxes, assessments and insurance premiums required hereunder for a twelve (12) month
period. Loss of rent proceeds shall, unless required to be remitted to the Prime Lessor or
mortgagee of the Premises, shall be held by Sublessor in a segregated account separate from
any other proceeds paid under the same policy, and the loss of rent proceeds shall be first
applied to rent and tax and insurance deposits due and owing, and any reinsining balance
shall be paid to Sublessee.

Section 9.4 Contents Insurance. Sublessee shall maintain contents insurance on the
Personal Property and all other personalty, furniture, fixtures, leasehold improvements,
equipment and othér property situated on or installed in the Premises in an amount equal

to their full replacement cost. Said insurance shall comply with the requirements set forth

-23-
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in Section 9.1 with respect to hazard insurance and policies evidencing the same shall be
deposited with Sublessor who may deposit the same with its Prime Lessor or mortgagee, if
any.

Section 9.5 Failure to Maintain Insurance. In the event Sublessee shall at any time
fail, neglect or refuse to procure such insurance and keep the same in full force and effect
as provided fqr in this Sublease, then landlord may, upon prior notice to Sublessee, at its
election, procuts or renew such insurance, and any amounts paid therefor by Sublessor shall
be so much additioral'rent due at the next rent day after any such payment, with interest
at the Sublease Interest Fatz from the date of payment thereof.

Section 9.6 Evidence ¢f Hazard Insurance. Policies or certificates evidencing all
insurance required under this Sublease together with evidence indicating that the premium
has been prepaid shall be delivered to Sutlessor within thirty (30) days after demand and
renewals thereof shall be delivered to Sublesser at least thirty (30) days prior to the
expiration dates of the respective policies. Insurance required under this Article IX may be
obtained by Sublessee by endorsement on its blanket insurance policies provided that such
blanket policies shall satisfy the requirements of this Article IX.

Section 9.7 Additional Policy Requirements. Each insurance policy required under
the provisions of this Article IX shall contain to the extent obtainable: (i) an-agreement of
the insurer that it will not cance! or materially modify such policy except upon thirty (30)
days prior written notice to Prime Lessor, Prime Lessor's mortgagee., Sublessor and
Sublessor’s mortgagee, if any; (ii) that it will waive any right to subrogation that such insurer

may have against Sublessor; and (iii) that any loss otherwise payable under such policy shall
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be payablé nohﬁthstanding any act or negligence of the Sublessor or Sublessee or any
occupant claiming under Sublessee which might, absent such agreement, result in a
forfeiture of all or a part of such insurance proceeds.

Section 9.8 Separate Insurance. Sublessee shall not obtain or carry separate
insurance concurrent in form or contributing in the event of loss with that required in this
Article I¥ to be furnished by Sublessee unless Sublessor is included therein as a named
insured, with loss payable as provided for in this Sublease. Sublessee shall immediately
notify Sublessor whznever any such separate insurance is obtained and shall deliver to
Sublessor the policy or peiicies or certificates evidencing the same.

Section 9.9 Insurance Depgsits. If, and only if, under the terms of the Prime Lease
and/or any mortgage encumbering the’Premises, Sublessor is actually being required to
make deposits on account of its insurance premiums, then Sublessee shall deposit monthly
with Sublessor, on the first day of each and every month of the term of this Sublease,
and/or any and/or all extensions thereof, a sum equal 1o one-twelfth (1/12th) of the amount
of insurance premiums necessary to pay for the insurance(required under the terms of
Article VIII and IX of this Sublease, which monthly deposits sha'l\be remitted to such
mortgagee and used as a fund to be applied, to the extent thereof, 5 e payment of
insurance premiums as the same become due and payable. Sublessee shall be-¢cntitled to
interest on said funds if, and only if, Sublessor is entitled to and actually receives interest

on such funds, and then only to the extent of the interest actually received by Sublessor,
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ARTICLE X

Damage or Destruction

Section 10,1 Obligation to Restore. Sublessee agrees that in case of damage to or
destruction of any building or improvements on the Premises or of the Personal Property,
personalty, fixtures and equipment therein, by fire or other casualty, it will promptly, at its
sole cost 2a1d expense, repair, restore, rebuild or replace the same and upon the completion
of such repair. restoration, rebuilding, or replacement the value and rental value of the
buildings and improvements upon the Premises shall be equal to the value and rental value
of the buildings and improvements thereon immediately prior to the happening of such fire
or other casualty. Rent and ¢ll other charges payable by Sublessee hereunder shall not
abate during the period of such repaiz, festoration, rebuilding, or replacement and during
any period that the improvements are not tanantable because of such damage or destruction.

Section 10.2 Restoration Requirements. Defore commencing any repairing, restoring
or rebuilding, involving an estimated cost of more than $100,000.00: (a) plans and
specifications therefor, prepared by a licensed architect, shal! o¢: submitted to and approved
by Sublessor, which approval shall not be unreasonably withheld; (b)Cublessee shall furnish
to Sublessor an estimate of the cost of the proposed work, certified by.oc architect who
prepared such plans and specifications; (c) all contracts for any proposed work shall be
submitted to and approved by Lessor; and (d) Sublessee shall either furnish to Sublessor a
bond in form and substance satisfactory to Sublessor, or such other security reasonably
satisfactory to Sublessor to insure payment for the completion of all work free and clear of

liens. All restoration, repair, rebuilding and other construction performed by or on behalf
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of Sublessc;.e to the Premises shall be performedvin a good and workmanlike manner in
accordance with all applicable governmental statues, ordinances and regulations,

Section 10.3 Payment of Proceeds. In the event of loss under any policy or policies
of insurance described in Article IX hereof, the proceeds thereof shall be paid to the
Sublessor and shall thereafter be paid out from time to time by the Sublessor for the
expense oi répairing or rebuilding the buildings or improvements which have been damaged
or destroyed ‘offor the cost of replacing any Personal Property which may have been
damaged or destroyed; provided, however, that it shall first appear to the satisfaction of
Sublessor that the amouiit of insurance money in its hands, plus any additional funds
deposited by Sublessee, shall at all times be sufficient to pay for the completion of said
repairs, rebuilding or replacement. Upon the completion of any repairs or rebuilding, free
from all liens of mechanics and materialmen-and others, any surplus funds subject to the
rights of Prime Lessor, Prime Lessor’s mortgagee antl Sublessor’s mortgagee(s), if any, shall
be paid to Sublessee. Sublessor shall use its best efforts to cause any such surplus funds to
be paid to Sublessee. Any funds paid to Sublessor’s mortgages shall reduce the Option
Purchase Price in an amount equal to the amount of such payment 10 Sublessor’s mortgagee.
All payouts by the Sublessor as hereinabove required, shall be made after miaking provision
for reasonable holdbacks and upon the written request of Sublessee accompe:ted by the
certificate of the architect or engineer in charge of the repairs and rebuilding stating:

(a) that the sum requested is due to the contractors, materialmen,
laborers, engineers, architects or other persons (whose names and

address shall be stated) who have furnished services or materials for
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the repairs and restoration, or is required to reimburse Sublessee for
expenditures made by Sublessee in connection with the repairs and
restoration;

(b)  that the sum requested when added to all sums previously paid out
under this Article for the repairs and restoration does not exceed the
value of the repairs and restoration done to the date of such
certificate;

(¢) the progress of the repairs and restoration and a certification that the
same have been made in a good and workmanlike manner;

(d)  that the reparrs and restoration have been done pursuant to all plans
and specificatiois required by Section 10.2 hereof; and

(e) that in the opinion of ths-architect or engineer, the remaining amount
of the sum on deposit will be sufficient to pay for same in full upon
completion of the repairs and restozation.

The Sublessee shall furnish the Sublessor at the time ¢t apy such payment, statements
and waivers of lien as may be required under the mechanic’s lien law of the State of Illinois,
and an official search, or other evidence reasonably satisfactory to the Supiessor, that there
has not been filed with respect to the Premises any mechanic’s or other lien wiiich has not
been discharged of record, in respect of any work, labor, services or materials performed,
furnished or supplied, in connection with the repair and restoration, and that all of said
materials have been purchased free and clear of any security agreement or title retention

agreement. The Sublessor shall not be required to pay out any sum when the Premises shall
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be encumBered with any such lien or agreement, or when the Sublessee is in default under
any covenant or obligation set forth herein; provided, however, that if Sublessor is in
possession and control of such insurance funds, Sublessee is not in default under any term,
condition and/or provision of this Sublease, and Sublessee notifies Sublessor of its election
to contest such lien and diligently pursues said contest to conclusion, Sublessor shall
withhold &tara such insurance proceeds an amount it reasonably deems sufficient to pay such
lien plus any a4 all costs, expenses, interest and/or penalties, if any, (which amount shall
be equal to 125% of the face amount of the lien) and shall pay the balance of such proceeds
as otherwise set forth herein. In the event of replacement of any personal property
damaged or destroyed, Sublessor shall pay from insurance proceeds for the cost of repairing
ot replacing such personal property upeil submission of invoices or bills with respect to such
personal property, but shall not have avy forther personal liability therefor. Sublessor
agrees that it shall use its best efforts to cause orinike all such insurance proceeds available
10 Sublessee for such repair and/or rebuilding.

Section 10.4 Failure to Restore. In the event Sublessee shall not commence the
repair, restoration, rebuilding, or replacement as required by this Art! cle within a reasonable
time after any damage of destruction and diligently pursue the complefion of same, then
Sublessee shall (subject to the notice and cure provisions of Section 20.1(1) hereof) be in
defauit under this Sublease and in addition to any remedy of Sublessor provided for herein,
at law or in equity, Sublessor may retain the balance of all sums deposited pursuant to this

Article remaining in the hands of Sublessor.
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Section 10.5 Waiver of Subrogation. Sublessor and Sublessee hereby waive all

claims for recovery from the other party for any loss or damage (whether or not such loss
or damage is caused by negligence of the other party and, notwithstanding any provision or
provisions obtained in the Sublease to the contrary) to any person or property insured under
valid and collectible insurance policies to the extent of any recovery collectible under such
insurance; subiect to the limitation that this waiver shall apply only when it is permitted by
the applicable paiivy of insurance.
ARTICLE XI
Liens

Section 11.1 Lien Claims. Sublessee shall not do any act which shall in any way
encumber the title of the Prime Lessor Gr Sublessor in and to the Premises, nor shall any
interest or estate of Sublessor in the Premiscs be in any way subject to any claim by way of
lien or encumbrance, whether by operation of law or by virtue of any express or implied
contact by Sublessee, and any claim to or lien upon the Frémises arising from any act or
omission of Sublessee shall accrue only against the leasehold ‘estate of Sublessee and shall
in all respects be subject and subordinate to the paramount leasehcld title and rights of
Sublessor in and to tﬁe Premises. Sublessee will not permit the Premises 1o rcome subject
to any mechanics’, laborers’ or materialmen’s lien on account of labor or materiai furnished
to Sublessee or claimed to have been furnished to Sublessee in connection with work of any
character performed or claimed to have been performed on the Premises by, at the direction
of, or at the sufferance of Sublessee; provided, however, that Sublessee shall have the right

to contest in good faith and with reasonable diligence the validity of any such lien or
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claimed lien if Sublessee shall first give to Sublessor such security as may be reasonably
demanded by Sublessor to insure payment thereof and to prevent any sale, foreclosure or
forfeiture of the Premises by reason of non-payment thereof. On any final determination
(including any appeals) of the lien or claim for lien, Sublessee will immediately pay any
judgment rendered, with all proper costs and charges, and will, at is own expense, have the
lien releascd and any judgment satisfied.

Sectiod ¥1.2 Failure to Contest Liens. If Sublessee shall fail to contest the validity
of any lien or claitned-Jien or fail to give security to Sublessor in an amount equal to 125%
of the amount of the ¢laimsd lien to insure payment thereof, or shall fail to prosecute such
contest with diligence, or shal! fall to have the same released and satisfy any jlidgment
rendered thereon, then Sublessor may, 2t its election (but shall not be kso required), after
" ten (10) days prior written notice to Sublessec, remove or discharge such lien or claim for
lien (with the right, in its discretion, to settle or.<pmpromise the same), and any amounts
advanced by Sublessor, including reasonable attorneys” fees, for such purposes shall be so
much additional rent due to Sublessee to Sublessor at the ztext rent date after any such
payment, with interest at the Sublease Interest Rate.

Section 11.3 Non-liability of Sublessor. Nothing in this Subleass contained shall be
deemed or construed in any way as constituting the consent or request of Sublessor, express
or implied by inference or otherwise, to any contractor, subcontractor, laborer, materialman,
architect or engineer for the performance of any labor or the furnishing of any materials or
services for or in connection with the Premises or any part thereof. Notice is hereby given

that Sublessor shall not be liable for any labor or materials or services furnished or to be
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furnished to Sublessee upon credit, and that no mechanic’s or other lien for any such labor,
materials or services shall attach to or affect the fee or reversionary or other estate or
interest of Sublessor in-the Premises or in this Sublease.
ARTICLE XII
Alterations and Improvements

Sullessee shall not at any time during the term of this Sublease, and/or any and/or
all extensions théreof, make any alteration, addition and/or improvement to the Premises
and/or any improvements located thereon, the cost of which is expected to exceed
$100,000.00, without in each Instance, the prior written consent of Sublessor. No alteration,
addition or improvement to the Premises shall be commenced by Sublessee until Sublessee
has furnished Sublessor with a satis{atory certificate or certificates from an insurance
company acceptable to Subleésor, evidencing workmen’s compensation coverage, and
insurance coverage in amounts satisfactory to Suplessor protecting Sublessor against public
liability and property damage to any person or property, 6ior off the Premises, arisiné out
of and during the making of such alterations, additions or iinpravements. Any alteration,
addition or improvement by Sublessee hereunder shall be done in 2 good and workmanlike
manner in compliance with any applicable governmental law, statuie, ordinance or
regulation. If any alteration or improvement is reasonably expected to cosi i excess of
$100,000.00, before commencing any such work, Sublessee shall either furnish to Sublessor
a bond iﬁ form and substance satisfactory to Sublessor or such other security satisfactory to
Sublessor to insure payment for the completion of all work free and clear of liens and shall

further comply with the requirements of Section 10.2 hereof.
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ARTICLE XIIT

Condemnation

Section 13.1 Total Condemnation. In the event the whole of the Premises shall be
taken as a result of the exercise of the power of eminent domain or condemned for a public
or quasi-public use or purpose by any competent authority or sold to the condemning
authority rnder threat of condemnation, or in the event of a portion of the Premises shall
be taken or so'd as a result of such event, and as a result thereof the balance of the
Premises cannot be vzed for the same purpose as before such taking, sale or condemnation,
then and in either of such cvents, the term of this Sublease shall terminate as of the date
of vesting of title pursuant to such proceeding or sale. The total award, compensation or
damages received from such proceediny, or sale (hereinafter collectively called the "Award"),
shall be paid to and be the property of Priine Lessor or Sublessor, depending upon whether
the Award shall be made as compensation for dizpinution of the value of the leasehold or
the fee of the Premises or otherwise, and Sublesse< hereby assigns to Sublessor, all of
Sublessee’s right, title and interest in and to the Award ) Sublessee shall execute,
immediately upon demand of Sublessor, such documents as may be necessary to facilitate
collection by Prime Lessor or Sublessor of any such Award. Sublessee shall-be entitled to
any award that it can prove for damage to its leasehold and option interest, provided that
such award is separately allocated to Sublessee by the condemning authorities and does not
reduce the Award which would otherwise be made available to the Prime Lessor or
Sublessor. Notwithstanding anything to the contrary contained elsewhere in this Section, in

the event, and only in the event, that Prime Lessor and/or Sublessor actually receives a

-33-




0327244281 Page: 45 of 119

UNOFFICIAL COPY

portion of lthe to.tal condemnation award, and the amount so received by Prime Lessor
and/or Sublessor exceeds the purchase price (hereinafter "Purchase Price") under the option
to purchase (hereinafter "Option") the Property dated of even date herewith by and between
Sublessor, as seller/optionor, and an affiliate of Sublessee, as optionee/purchaser, then any
amount in excess of the Purchase Price shall be and belong to Sublessee and Sublessor shall
promptly‘pay such excess to Sublessee.

Section13.2 Partial Condemnation. In the event only a part of the Premises shall
be taken as a resuit of'the exercise of the power of eminent domain or condemned for a
public or quasi-public use or purpose by any competent authority or sold to the condemning
authority under threat of condemnation, and as a result thereof the balance of the Premises
can be used for the same purpose as before such taking, sale or condemnation, this Sublease
shall not terminate and Sublessee, at its sole-cost and expense, shall promptly repair and
restore the Premises and all improvements therésn, Any Award paid as a consequence of
such taking, sale, or condemnation, shall be paid to Subicssor and shall be disbursed in
accordance with the provisions of Section 10.3 hereof. Any suips not so disbursed shall be
retained by landlord and credited against the Purchase Price under tL¢ Option. In the event
Sublessee shall not promptly commence the repair or restoration regui:ed hereby, and
diligently pursue the completion of same, the Sublessee shall be deemed in default under
this Subleﬁse and, in addition to any remedy of Sublessor provided for under this Sublease,
at law or in equity, Sublessor may retain the Award, or the balance thereof remaining in the

hands of the Sublessor.
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ARTICLE XIV

Rent Absolute

Except as provided for in this Sublease, this Sublease shall be deemed and construed
to be a "triple net Sublease" and Sublessee agrees to pay all costs and expenses of every kind
and nature whatsoever arising out of or in connection with the use and occupancy of the
Property Zuring the term of this Sublease, which, except for the execution and delivery
hereof, would o'herwise have been payable by Sublessor not including Sublessor’s rent under
the Prime Lease -and/or any condition with respect to the Premises existing on the
Commencement Date and which condition is herein expressly warranted by Sublessor. Any
damage to or destruction of &l or any portion of the buildings, structures, fixtures or
personalty upon the Premises by fire, the elements or any other cause whatsoever, whether
with or without fault on the part of Suble:see. shall not terminate this Sublease or entitle
Sublessee to surrender the Premises or entitle Sublessee to any abatement of, or set off to,
or reduction in the rent payable, or otherwise affect the respective obligations of the parties
hereto. If the use of the Premises for any purpose should, zt zny time during the térm of
this Sublease, be prohibited by law or ordinance or other goverrinental regulation, or
prevented by injunction, this Sublease shall not be thereby terminated nes shall Sublessee
be entitled by reason thereof to surrender the Premises, or to any abatemen..orreduction
in rent, nor shall the respective obligations of the parties hereto be otherwise affected unless
such eviction is due to the act of Sublessor or any person or persons claiming any interest

in the Premises by or under Sublessor.
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ARTICLE XV

Assignment--Subletting by Sublessee

Section 15.1 Prohibition on Assignment or Subletting. Sublessee shall not assign this

Sublease or any interest hereunder without the prior written consent of Sublessor and
Sublessee shall not sublet or permit the use or occupancy of the Premises or any part
thereof by enyone other than Sublessee without the prior written consent of Sublessor.
Sublessor’s consant shall not be unreasonably withheld or delayed; provided, however,
Sublessor shall use 125 reasonable best efforts to obtain Prime Lessor’s consent and /or the
consent of any and/or all niortpagees; and further provided that if after using its reasonable
best efforts, Sublessor is unabl® to obtain the consent of Sublessor’s Prime Lessor and/or
the Mortgagee of any and/or all of Priine Lessor’s and/or Sublessor’s mortgages against the
Premises, Sublessor’s withholding of its ccnsent shall not be deemed to be unreasonable.
In the event any Guarantor of Sublessee’s pertoraience hereunder desires to be released
from his Guaranty, as a condition of such release tiie principals of the proposed assignee
or subtenant shall (i) between themselves have a net worth ¢f at least FIVE MILLION
AND NO/100 (8$5,000,000) DOLLARS; (i) in Sublessor’s reasgnable judgment have
sufficient and successful experience in the operation of skilled care nursiig nemes; (iii) have
demonstrated in Sublessor’s reasonable judgment, such assignee’s or tenant’z ability to
continue to operate the Nursing Home substantially comparable to the standard of operation
then being cond_ﬁcted at the Nursing Home; and (iv) be of good character and repute. No
assignment or sublease shall be effective if, at the time of transfer, there is then in existence

an Event of Default by Sublessee hereunder. No assignment or subletting shall relieve
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Sublessee of its obligations hereunder, and Sublessee shall continue to be liable as a
principal and not as a guarantor or surety, to the same extent as though no assignment or
sublease had been made, unless specifically provided to the contrary in Sublessor’s consent.
Notwithstanding anything to the contrary contained elsewhere herein, no assignment or
subletting shall be effective which violates the terms of any mortgage against the Premises.
Consent by Sublessor pursuant to this Article shall not be deemed, construed or held to be
consent to any 2aditional assignment or $ubletting, but each successive act shall require the
individual, specific 4n explicit consent of the Sublessor. Sublessor shall be reimbursed by
Sublessee for any and/or «ll {essonable costs and/or reasonable expenses incurred pursuant
to any and/or all requests by Sublzssee for consent to any and/or all such assignments or
subletting, including all costs associated with the review of proposed assignment or Sublease
documents. For purposes of this Section 13:1-a transfer of a general partnership interest in
a partnership which is the Sublessee or the benenciary of Sublessee, or a transfer of the
controlling interest in any corporation which is the Sublessce or the beneficiary of Sublessee,
shall be deemed an assignment of this Lease (except that if either Eric Rothner or Abba
Osina and/or their respective spouses, children, grandchildren and/¢rany trust or trusts for
the benefit thereof maintains at least a ten (10%) general partnership luferest or a ten
(10%) percent ownership interest in such corporation, a transfer of a general partnership
interest or an ownership interest in such Corporation shall not be deemed an assignment
of this Sublease). Notwithstanding anything to the contrary contained herein, Sublessee may
sublease the Premises to Edgewater Care & Rehabilitation Center, Inc. Sublessee shall have

the right without the consent of Sublessor, to assign this Sublease or sublet the Premises to:

-37-
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(x) any subsidiarsf, parent or affiliated corporation of Sublessee; or, (y) to any entity owned
and controlled by Eric Rothner or Abba Osina and/or their respective spouses, children,
grandchildren and/or any trust or trusts for the benefit thereof; provided, however, that in
the case of any such assignment or subletting provided for herein, Sublessee shall notify
Sublessor in advance of such assignment or subletting and shall provide Sublessor with
copies of <he transfer documents, and further provided that no such assignment or subletting
shall relieve the guarantors of this Sublease of their obligations under their guaranty unless
otherwise provided.i0-the contrary in any consent by the Sublessor thereto.

Section 15.2 Qperation of Law. Sublessee shall not allow or permit any transfer of
this Sublease, or any interest hereunder, by operation of law.

Section 15.3 Encumbrances. ~Sublessee shall not convey, mortgage, pledge or
encumber this Sublease of any interest hereunder except for any Permitted Leasehold
Financing (as hereinafter defined). Notwithsiziding anything in this Sublease to the
contrary, Sublessee shall have the right to enter into a moitgage, trust deed or assignment
of lease(s) encumbering Sublessee’s leasehold interest under this Sublease to a bank or
other institutional lender providing a loan to Sublessee, the proceecs of which will be used
in connection with Sublessee’s obligations under this Sublease (such financing being referred
to as the "Permitted Leasehold Financing" and the lender providing said loan isdisreinafter
referred to as the "Leasehold Mortgagee"). In connection with any such Permitted
Leasehold Financing, the parties agree as follows:

(a)  Sublessor agrees that it shall not enter into any voluntary cancellation,

surrender or modification of this Sublease by joint action of landlord




(b)
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(d)
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and tenant without the prior written consent of the Leasehold
Mortgagee;

In the event the Sublessee shall default in the performance of any
obligation required pursuant to the terms of this Sublease, the
Leasehold Mortgagee shall have the right, but not the obligation, to
perform any such duty or obligation on behalf of the Sublessee and any
such act shall be accepted by the Sublessor as though .performed by fhe
Siblessee;

In the event the Leasehold Mortgagee shall succeed to the interest of
the Subletsee under this Sublease by foreclosure or assignment in lieu
of foreclosure, sucn Leasehold Mortgagee shall have the right to
become the successor terant under this Sublease, subject to all of the
terms, conditions and provisions of this Sublease and the Leasehold
Mortgagee Shall be deemed to liave 2ccepted, assumed, become liable
and responsible for the performance oI’ all the duties, obligations,
promises and covenants hereunder of Sublesse®;

In the event of a foreclosure sale, any purchaser 2t such foreclosure
sale other than the Leasehold Mortgagee must comply wif5 and meet
the requirements of the provisions of Section 15.1 in order for
Sublessor to consent to the transfer of the leasehold interest under this
Sublease. In the event the Leasehold Mortgagee acquires the

Sublessee’s interest under this Sublease pursuant to the provisions of
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Section (c) above and subsequently elects to assign the leasehold
interest, such assignment shall comply with and meet the requirements
of the terms of Section 15.1; provided, however, that in said event the
assignee shall not be required to have the net worth set forth in
Section 15.1(i) above only if the Leasehold Mortgagee has agreed to
assume the obligations of the Sublessee under this Sublease. If any
such assignee meets said net worth requirements, Leasehold Mortgagee
srall be released from any further obligations hereunder, including any
obligations pursuant to Paragraph ¢ above;

Provided hat Sublessor has been advised in writing of the name and
address of the i¢ss=hold Mortgagee, Sublessor agrees to provide the
Leasehold Mortgagee-with an additional copy of any notice which
Sublessor serves on Sublessee pursuant to the provisions of this
Sublease, and further provided, thai, Leasehold Mortgagee shall
provide Sublessor with copies of any atd-all Notices sent by it to
Sublessee pursuant to referring to, relating to, arising out of and/or in
connection with the Leasehold Mortgage; and

The Leasehold Mortgagee providing the Permitted ~Ueasehold
Financing shall enter into an agreement with the Sublessor under
which the Leasehold Mortgagee agrees that if upon the occurrence of
an Event of Default which is not cured by the Leasehold Mortgagee

Sublessor exercises its right to possession of the Premises or
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termination of the Sublease, such Leasehold Mortgagee shall promptly
release to Sublessor any and/or all of the stock of the company then
operating the Nursing Home which is being held by the Leasehold
Mortgagee, if any.

Section 15.4 Guaranty of Assignment or Subletting. In the event of an assignment
or sublettiagof the Sublease, which has been consented to by the Sublessor pursuant to the
provisions of Scetion 15.1 above, no Guarantor of this Sublease shall be released from his
Guaranty as a resuitof'such assignment or subletting except in writing signed by Sublessor
which release Sublessor niav, in its sole, absolute and unreviewable discretion, withhold
unless it is tendered a replacement or substitute Guarantor which meets the conditions set
forth in Section 15.1 hereof in which-¢vent the existing Guarantors shall be released.

ARTICIE XVI

Financial Statements
Section 16.1 Reguirement for Financial Statements. At al! times during the Term
of this Sublease, and/or any and/or all extensions therect, Sublessee shall deliver to
Sublessor each and every one of the following financial statements:
(2) To the extent Sublessee usually prepares the same i its ordinary
course of business, within the later of ten (10) days after request from
Sublessor or sixty (60) days after the end of each and every calendar
quarter, a detailed financial statement covering said quarter certified
by an officer or general partner of Sublessee in such form prepared by

Sublessee in its ordinary course of business;

41-
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(b)  Within the later of ten (10) c’{ays after request from Sublessor or sixty
(60) days after the end of each and every fiscal year, a balance sheet
as of the end of such fiscal year and an operating statement covering
said fiscal year of the entity and/or entities owning and/or operating
the Nursing Home, prepared by an independent certified public
accountant; and

¢y Within the later of ten (10) days after request from Sublessor or sixty
(£9) days after the end of each and every fiscal year (or any longer
time if the time is extended by the government for filing), a copy of the
tax return for the entity and/or entities owning and/or operating the

Nursing Home {01 said fiscal year, certified by an officer or general

In addition to the above financial stateinents, Sublessee shall also provide to
Sublessor any and all financial statements with respeci to the Facility and/or other
information with respect to the Facility required under the terims of the Prime Lease or any
mortgage presen}ly encumbering the Premises or any mortgages hereinafter entered into
pursuant to the provisions of Article 36 of this Sublease. Any financial-si<iements and/or
other information required under the terms of said mortgages shall be furnished to
Sublessor no later than twenty (20) days prior to the due date for Sublessor to furnish the
same to the holders of said mortgages. Sublessor shall pay all costs and expenses for any
such financial information not customarily prepared by Sublessee in its ordinary course of

business.
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Section 16.2 Delivery of Financial Statements. Sublessor shall have the right to

deliver any statements furnished pursuant to the provisions of Section 16.1 to Prime Lessor
" or to any mortgagee or prospective mortgagee of the Premises and upon the prior consent
of Sublessee, not to be unreasonably withheld, to any prospective purchaser of the Premises.

ARTICLE XVII

Estoppel Certificates

Section 17.1 Sublessee’s Estoppel Certificate. Sublessee agrees that at any time and
from time to time, xpea not less than ten (10) days’ prior written request by Sublessor, it
| will execute, acknowledge and deliver to Prime Lessor, Prime Lessor’s mortgagee, Sublessor,
or Sublessor’s mortgagee, a statement in writing certifying that this Sublease is unmodified
and in full force and effect (or if taerz have been modifications, that the same is in full
force and effect as modified, and stating tie modifications), that Sublessor is not in default
under any term or condition of this Sublease (i if any default exists Sublessee will so
specify) and the date to which the rent and other charges have been paid in advance, if any,
it being intended that any such statement delivered pursuaii.to this Section 17.1 may be
relied upon by any prospective purchaser of the fee, or mortgagee or assignee of any
mortgage upon the fee, of the Premises.

Section 17.2 Sublessor’s Estoppel Certificate. Sublessor agrees that ai-ary time and
from time to time, upon not less than ten (10) days prior written request by Sublessee, it will
execute, acknowledge and deliver to Sublessee a statement in writing certifying that this
Sublease is unmodified and in full force and effect (or if there have been modifications, that

the same is in full force and effect as modified, and stating the modifications), that
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*Sublessee is not in default under any term or condition of this Sublease (or if any default
exists Sublessor will so specify) and a date to which the rent and other charges have been
paid, it being intended that any such statement delivered pursuant to this Section 17.2 may
be relied upon by any prospective permitted assignee or subtenant of Sublessee’s leasehold
interest in this Sublease. In addition, upon request from Sublessee, Sublessor shall use its
reasonable best efforts to obtain an estoppel certificate from its Prime Lessor certifying that
the Prime llesse is unmodified and in full force and effect (or if there have been
modifications, that the same is in full force and effect as modified, and stating the
modifications), that Sublessor is not in default under any term or condition of the Prime
Lease (or if any default exists Frime Lessor will so specify) and a date to which the rent and
other charges have been paid, it being/intended that any such‘statement delivered pursuant
to this Section 17.2 may be relied upon by any prospective permitted assignee or subtenant
of Sublessee’s leasehold interest in this Sublease; provided, however, that Sublessor’s failure
to obtain such estoppel certificate from its Prime Lessor shall not be a default under this
Sublease or entitle Sublessee to any damages and/or othei {emedy hereunder,

ARTICLE XVIII
Inspection of Premises
Sublessee agrees to permit Sublessor and any authorized representatives of Sublessor,
to enter the Premises upon prior reasonable notice at all reasonable times during business
hours for the purpose of inspecting the same and for the purpose of examining all financial,
patient and other records in connection therewith (exclusive of any patient records protected

from disclosure under any federal, state or local laws or ordinances). Any such inspections

-44-
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shall be solely for Sublessor’s purposes and may not be relied upon by Sublessee or any

other person.

ARTICLE XiX

Fixtures/Personal Property

Section 19.1 Fixtures. All buildings and improvements and all plumbing, heating,
lighting, eectrical and air-conditioning fixtures and equipment, and other articles of Personal
Property used 'n the operation of the Premises (as distinguished from operations incident
to the business ‘oi -Sublessee), whether or not attached or affixed to the Premises
(hereinafter referredto as-"building fixtures"), shall be and remain a part of the Premises
and shall constitute the property of Sublessor,

Section 19.2 Personal Property. “All Personal Property set forth in Exhibit "B" shall
constitute the property of the Sublessor. During the term of this Sublease, Sublessee shall,
at its sole cost and expense, maintain in gobd srder and repair all items of Personal
Property and Sublessee shall replace any items of Personal Property which become obsolete,
damaged or destroyed with substitute items equivalent to thacwhich has been replaced and
upon replacement, such items shall automatically become the properiy of the Sublessor and
shall be deemed Personal Property under this Sublease so that at all timnes during the term
0;[; this Sublease, Sublessee shall maintain personal property substantially ecual to the
Personal Property leased hereunder and Sublessee shall at all times own or lease sufficient
Personal Property in order to maintain the license required to be maintained by Sublessee
pursuant to the provisions of Section 6.1 hereof. In the event any laws, ordinances or

requirements of any governmental authority necessary for operating the Nursing Home as

.45.




0327244281 Page: 57 of 119

UNOFFICIAL COPY

a‘ 188 b;ed skilled care facility imposes upon Sublessee the obligation to install additional
personal property, such additional personal property shall also be deemed Personal Property
leased under this Sublease. Upon the request of Sublessor from time to time, Sublessee
shall provide Sublessor no more than once a year with an inventory of personal property
then located in the Nursing Home which is deemed to be Personal Property under this
Sublease.Sublessee shall not mortgage, pledge or encumber the Personal Property except
as may be permutiad pursuant to the provisions of Section 15.3.

Section 19.3 ~ Sublessee’s Property. All of Sublessee’s other trade fixtures and
personal property, fixtures, arparatus, machinery and equipment hereafter located upon the
Premises, other than building fixtures as defined in Section 19.1. hereof or Personal Property
as defined in Section 19.2 hereof, shaii e and remain the personal property of Sublessee,
and the same are herein referred to as "Sublessee’s Property”.

Section 19.4 Removal of Sublessee’s Propériy.’ Sublessee’s Property may be removed
from time to time by Sublessee; provided, however, that if such removal shall injure or
damage the Premises, Sublessee shall repair the damage and place the Premises in the same
condition as it would have been if such equipment had not been installed.

Section 19.5 Lien on Sublessee’s Property. If, at any time hereunde:, the Sublessee
is in default under of any of the conditions and provisions of this Sublease, the Sublessor
shall have a lien consonant with and comparable to a lien under the Uniform Commercial
Code on Sublessee’s Property and Sublessee shall not sell, encumber or remove any

Sublessee’s Property until such default shall have been determined, resolved, or cured.
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Section 19.6 Financing Statements. If requested, Sublessee will execute and deliver
to Sublessor a Uniform Commercial Code financing statement for filing in the appropriate
office with respect to the Personal Property reflecting that the Personal Property is owned
by the Sublessor and is subject to this Sublease.

Section 19.7 Accounts Receivable. The accounts receivable accrued, whether or not
billed, at<he time of the Commencement Date, shall be the property of and belong to the
Sublessor (hercizafter referred to as "Sublessor’s Accounts Receivable”). Payments received
by Sublessee which are<allocated to a particular receivable and time period shall be applied
in payment of the particilar receivable and time period to which such payments are so
allocated. To the extent possible, Sublessor shalt receive direct payment from LD.P.A. for
Sublessor's Accounts Receivable. I Sublessee should receive any direct payment from
L.D.P.A. solely for Sublessor’s Accounts Reczivable, Sublessee shall immediately deliver the
same to Sublessor, but in no event later than one4 1) bu.siness day after receipt of payment
by Sublessee of Sublessor’s LD.P.A. check. Payments rezeived by Sublessee from patients
owing money for services rendered by Sublessor and Sublessée, 2nd which are not allocated
to a particular time period shall be applied one-half to the payment of Sublessor’s Accounts
Receivable for that particular patient and one-half to the payment of Subisssee’s account
receivable for that particular patient. No later than the fifteenth (15th) day of @sch month
Sublessee will give to Sublessor a detailed accounting of payments received with respect to
Sublessor’s Accounts Receivable in the preceding momth. Sublessee shall deliver to

" Sublessor in kind, within one (1) business day after receipt, any checks which represent

payment of only Sublessor’s Accounts Receivable. With respect to checks which include

47-
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p‘ayment of both Sublessor’s Accounts Receivable and Sublessee’s accounts receivable, the
portion attributable to Sublessor’s Accounts Receivable shall be paid to Sublessor within
three (3) days after receipt of such amount by Sublessee. If Sublessor receives any check
representing payment of both Sublessor’s Accounts Receivable and Sublessee’s accounts
receivable, the portion attributable to Sublessee’s accounts receivable shall be paid to
Sublessee within three (3) days of receipt of such amount by Sublessor. In the event that
~ Sublessee reteivas notice from LD.P.A, that it intends to withhold or deduct monies from
payments owed to Suirlessee or otherwise recoup from Sublessee amounts claimed to be
owed to LD.P.A. for services rendered and/or goods provided by, and/or sums advanced
by LD.P.A. to, Sublessor (or any other operator) prior to the Sublease Commencement
Date, then Sublessee shall notify Suslessor of the same. Within three (3) business days of
Sublessee’s written notice to Sublessor of 1LD.P. A’s actual withholding, recoupment and/or
deduction from Sublessee as aforesaid, Sublesso: shall reimburse Sublessee the amount
withheld, recouped and/or deducted. In the event that LT2:R.A. actually withholds, deducts
and/or otherwise recoups any and/or all said sums from Subilessee, Sublessor shall, before
the next installment of base rent is due, pay Sublessee an amount eqial to the sum actually
withheld, deducted or otherwise recouped from Sublessee or Sublesscc inay offset said
afnount against the next installment(s) of rent due until it has received full creci therefor.
In the event that Sublessor receives notice from LD.P.A. that it intends to withhold or
deduct monies from payments owed to Sublessor or otherwise recoup from Sublessor
amouunts claimed to be owed to LD.P.A. for services rendered and/or goods provided by,

and/or sums advanced by LD.P.A. to, Sublessee after the Sublease Commencement Date,
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then Sulblessor shall notify Sublessee of the same. Within three (3) business days of
Sublessor’s written notice to Sublessee of I.D.P.A.'s actual withholding, recoupment and/or
deduction from Sublessor as aforesaid, Sub-lessee shall reimburse Sublessor the amount
withheld, recouped and/or deducted. In the event that .D.P.A. actually withholds, deducts
and/or otherwise recoups any and/or all said sums from Sublessor, said amount shall
automatiraily and immediately become additional rent due and owing, and Sublessee shall,
simultaneoutlv with the payment of the next due installment of base rent, pay Sublessor an
amount equal to the'snm actually withheld, deducted or otherwise recouped.

Section 19.8 Sublessor’s Vacation and Sick Pay Accruals. On the Commencement
Date Sublessor shall deliver to Sublessee a schedule of all vacation pay, sick pay and holiday
pay due Sublessor's employees (“Cubléssor’s Accrued Vacation, Holiday and Sick Pay
Obligations"). Sublessor’s Accrued Vacation, Holiday and Sick Pay Obligations shall be paid
by Sublessee as and when they become due. Siblessor shall pay the sum of $28,200.00
(being $150.00/licensed bed) which shall be paid in thiree (2) equal installments of $9,400.00
each, on the first day of the 29th, 4Ist and 53rd moaths following the Sublease
Commencement Date as full and final reimbursement of all of Sublessor’s vacation, holiday
and sick pay obligations hereunder. Sublessee hereby indemnifies and,holds harmiess
Sublessor from and against any and/or all claims, demands and/or liabilities suffered and
or incurred by Sublessor and referring to, relating to, arising out of and/or connected with
any and/or all claims with respect to Sublessor’s Accrued Vacation, Holiday and Sick Pay
Obligations. Any such obligation not listed on the schedule shall be and remain the sole

obligation of Sublessor and Sublessor hereby indemnifies and holds harmless Sublessee from

.49.
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and agaiﬁst any and/or all claims, demands and/or liabilities suffered and or incurred by
Sublessee and referring to, relating to, arising out of and/or connected with any and/or all
claims with respect to Sublessor’s Accrued Vacation, Holiday and Sick Pay Obligations.

Section 19.9 Inventory and Supplies. Upon the Sublease Commencement Date,
Sublessor and Sublessee shall prepare an inventory (hereinafter "Inventory") of all supplies
(hereinaftes "Supplies"), including but not limited to food, kitchen supplies and linens, in the
Nursing Homle. . Simultaneously with Sublessor’s payment to Sublessee of Sublessor’s
Vacation, Holiday and-Sick Pay Obligations under Section 19.8 hereof, Sublessee shall pay
to S.ublessor one-half (1/2),of Sublessor’s actual cost of the unopened cartons of the
Supplies as shown by true, accuraté and complete copies of Sublessor’s actual bills and Jor
invoices for the Supplies.

Section 19.10 Patient Trust Accouits,  On the Commencement Date, Lessor will
deliver to Lessee all deposits of patients’ trust funrs, in the possession of the Lessor which
were received by Lessor on behalf of and for the persunal use of, patients which are in the
nursing home operated on the Demised Premises together wifiz a list of the patients and the
amount thereof to which each of said patients is entitled. Lessec will give or return such
deposits to the patients from time to time when and as requested by such patients. Lessee
hereby indemnifies Lessor from all claims and loss arising out of or in connec(ion with such
funds or the delivery thereof to Lessee arising after the Commencement Date. Lessor
hereby indemnifies Lessee from all claims and losses arising out of or in connection with
any disbursements of such funds on behalf of any patients prior to the Commencement

Date.
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ARTICLE XX

Default

Section 20.1 Events of Default. Sublessee agrees that any one or more of the

following events shall be considered an Event of Default as said term is used herein:

(a)

(b)

(c)

(d)

If an order, judgment or decree shall be entered by any court
adjudicating the Sublessee of this Sublease, a bankrupt or insolvent, or
approving a petition seeking reorganization of the Sublessee or
=ppointing a receiver, trustee or liquidator of the Sublessee or of all
or a szbstantial part of its assets, and such order, judgment or decree
shall cont'nue unstayed and in effect for any period of sixty (60) days;
or

Sublessee shall file an answer admitting the material allegations of a
petition filed against the Svblassee in any bankruptcy, reorganization
or insolvency proceeding or under any law relating to the relief of
debtors, readjustment of indebtedness; 1#nrganization, arrangements,
composition or extension; or

Sublessee shall make any assignment for the benefic of creditors or
shall apply for or consent to the appointment of a receiver. trustee or
liguidator of Sublessee, or any of the assets of Sublessee; or
Sublessee shall file a voluntary petition in bankruptcy, or shall admit

in writing its inability to pay its debts as they come due, or Sublessee
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shall file a petition or an answer seeking reorganization or
arrangement with creditors or take advantage of any insolvency law; or
Sublessee shall vacate the Premises or abandon same during the term
hereof; or

Sublessee shall default in making any payment of rent or other
payment required to be made by Sublessee to Sublessor hereunder and
such default remains uncured for more than five (5) business days after
written notice of such default; or

Exceptas otherwise permitted in accordance with either (i) Section 6.1
hereof fo: a reduction in the number of licensed beds due to a change
in law and/or povermnmental regulation relating to the physical plant,
or (i) Section 37.4 hereof, Sublessee shall fail to comply with any
written requirement of any-gsvernmental body relating to the physical
structure of the Nursing Home-dnd its facilities which would prevent
the Nursing Home from being licensed as a 188-bed (or such reduced
number of beds as allowed in accordance with section 6.1 hereof)
skilled and/or intermediate care facility, subject to the provisions of
Section 37.4. hereof, and such failure shall continue for tventy-five (25)
days, provided that the time to cure such default shall not exceed the
time allowed by the state to cure the failure to comply, and provided
further that if Sublessee promptly begins to cure during such twenty-

five (25) day notice period and diligently pursues the same to

-52-
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completion (and the governmental body allows Sublessee additional
time to cure) Sublessee shall not be in default hereunder during such
additional time allowed by the governmental body and provided
Sublessee may also contest such requirement as long as it proceeds in
good faith and with due diligence to contest the same and upon
completion of such contest correct the deficiency noted in such
requirement; or

The termination by the Illinois Department of Public Health of the
Nursing Home license or termination of certification by either the
Nlinois Department of Public Aid, HH.S. or H.C.F.A. to participate
in the Medicaid program; or

Sublessee shall be in'default in the performance of or compliance with
any of the agreements, tercis; covenants or conditions in this Sublease
other than those referred to-in the foregoing subparagraphs (a)
through (h) of this Section for a period G fifteen (15) days after notice
from Sublessor to Sublessee specifying the items in default, or in the
case of a default which cannot, with due diligence, he eured within said
fifteen (15) day period, Sublessee fails to proceed within said fifteen
(15) day period to commence to cure the same and thereafter to
prosecute the curing of such default with due diligence (it being
intended in connection with a default not susceptible of being cured

with due diligence within said fifteen (15) day period that the time
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within which to cure the same shall be extended for such period as
may be necessary to complete the same with all due diligence).

Section 20.2 Remedies of Sublessor. Upon the occurrence of any one or more of
such Events of Default, Sublessor may, upon prior notice to Sublessee, at its election
terminate this Sublease or terminate Sublessee’s right to possession only, without
terminatirg this Sublease. Upon termination of this Sublease or of Sublessee’s right to
possession, Sublessee shall immediately surrender possession of the Property and vacate the
Property, and deliver possession thereof to Sublessor, and Sublessor or Sublessor’s agents
may immediately or any time thereafter without notice, re-enter the Property and remove
all persons and all or any prop<rty therefrom either by any suitable action of proceeding at
law or equity or by force or othervise, without being liable in indictment, prosecution or
damages, therefor, and repossess and ¢njoy the Property together with all additions,
alterations and improvements thereon, together with the right to receive all income of, and
from, the Property.

If the Sublessor elects to terminate the Sublessee’s riglit to possession only, without
terminating this Sublease, Sublessor may, at the Sublessor’s optio, enter into the Premises,
remove the Sublessee’s signs and other evidences of tenancy, and take'ans hold possession
thereof as hereinabove provided, without such entry and possession teiminating this
Sublease or releasing the Sublessee, in whole or in part, from the Sublessee’s obligations to
pay the rent hereunder for the full term or from any other obligations of the Sublessee
under this Sublease. Sublessor agrees that to the extent provided by law, it shall take such

actions as may be reasonably required to mitigate damages and in connection therewith,
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Sublessof may, but shall be under no obligation to, relet all or any part of the Premisses for
such rent and upon terms as shall be satisfactory to Sublessor (including the right to relet
the Premises for a term greater or lesser than that remaining on the term). For the purpose
of such reletting, landlord may decorate or make any repairs, changes, alterations, or
additions in or to the Premises that may be necessary or desirable. If, despite reasonable
efforts to niitigate damages Sublessor is not able to relet the Premises, Sublessee shall pay
to Sublessor dainages equal to the amount of the rent, and other sums provided herein to
be paid by Sublessee for the remainder of the original term. If the Premises are relet and
sufficient sums shall not be-realized from such reletting after payment of all expenses of
such decorations, repairs, chanzes, alterations, additions and the expenses of repossession
and such reletting, to equal or exceed tlie balance of the rent herein provided and other
payments required to be made by Subles¢ee under the provisions of this Sublease for the
remainder of the term of this Sublease then, in cuck event, Sublessee shall pay to Sublessor
on demand any such deficiency and Sublessee agrees tiiat Sublessor may file suit to recover
any sums falling due under the terms of this Section from-¢ixne to time, and all costs and
expenses of Sublessor, including attorneys’ fees, incurred in conrection with any such suit
shall be paid by Sublessee.

Section 20.3 Right to Contest. Notwithstanding anything contained herein to the
contrary, in addition to the cure rights herein provided, Sublessee shall also have the right,
upon written notice to Sublessor, to contest by appropriate administrative and/or legal
proceedings, diligently conducted in good faith, the validity or application of any law,

ordinance, rule or regulation mentioned in this Article XX and to delay compliance
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t’herewith pending the prosecution of such proceedings, during which contest,
notwithstanding anything to the contrary contained in this Article XX, Sublessee shall not
be in default hereunder; provided, however, that there continues during the course of such
contest authority to continue operation of the Nursing Home, which authority may be
temporary or provisional.

ARTICLE XXI

Sublessor’s Performance of Sublessee’s Covenants

Should Sublessee at any time fail to do any act and/or make any payment required
to be done and/or made by-it under the provisions of this Sublease, Sublessor, at its option,
may (but shall not be required (o) upon prior notice to Sublessee, do the same and/or cause
the same to be done, and the amounts paid by Sublessor in connection therewith shall be
so much additional rent due on the next reat date after such payment, together with interest
at the Sublease Interest Rate from the date of payment.

ARTICLE XXIT
Exercise of Remedies

Section 22.1 Cumulative Remedies. No remedy contained herein or otherwise
conferred upon or reserved to Sublessor shall be considered exclusive of 20y nther remedy,
but the same shall be cumulative and shall be in addition to every other remedy given
herein and/or now or hereafter existing at law or in equity or by statute, and every power
and remedy given by this Sublease to Sublessor may be exercised from time to time and as
often as occasion may arise or as may in Sublessor’s sole, absolute and unreviewable

discretion be deemed expedient. No delay or omission of Sublessor to exercise any right
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of power arising from any Event of any Default 'shall impair any such right or power, or
shall be construed to be a waiver of any such Event of Default or an acquiescence therein.

Section 22.2 Subsequent Breaches. No waiver of any breach of any of the covenants
of this Sublease shall be construed, taken or held to be a waiver of any other breach, or a
waiver, acquiescence in or consent to any further or succeeding breach of the same
covenant” jhe acceptance by Sublessor of any payment of rent or other sums payable
hereunder afizithe termination by Sublessor of this Sublease or of Sublessee’s right of
possession hereunder shall not, in the absence of agreement in writiﬁg to the contrary by
Sublessor, be deemed to réstore this Sublease or Sublessee’s right to possession hereunder,
as the case may be, but shall be.construed as a payment on account and not in satisfaction
of damages due from Sublessee to Suplessor.

Section 22.3 Injunctive Relief. In tise <vent of any breach or threatened breach by
Sublessee of any of the agreements, terms, coveniants, or conditions contained in this
Sublease, Sublessor shall be entitled to enjoin such breacli r threatened breach and shall
have the right to invoke any right and remedy allowed at law-urir equity or by statute or
otherwise as though re-entry, summary proceedings, and other remedies were not provided
for in this Sublease.

ARTICLE XXIII

Subordination to Mortgages

At the option of the Prime Lessor's mortgagee or Sublessor’s mortgagee, this
Sublease shall be subject and subordinate to any first mortgage or deed of trust now or

hereafter placed upon the Premises; provided, however, that the mortgagee or beneficiary
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under such deed or trust agrees in writing with Sublessee or adequate provision is made in
such mortgage or deed of trust, so that regardless of any default or breach under such
mortgage or deed of trust or of any possession or sale of the whole or part of the Premises
under or through such mortgage or deed of trust, that this Sublease and Sublessee’s
possession shall not be disturbed by the mortgagee or beneficiary or any other party
claiming rader or through such mortgage or deed of trust; provided, however, the Sublessee
shall continu ta observe and perform Sublessee’s obligations under this Sublease and pay
rent to whomsoever inay be lawfully entitled to same from time to time. Provided that the
mortgagee or beneficiary under such deed or trust agrees in writing with Sublessee or
adequate provision is made ir such mortgage or deed of trust, so that regardless of any
default or breach under such mortgage Or deed of trust or of any possession or sale of the
whole or part of the Premises under or torough such mortgage or deed of trust, that this
Sublease and Sublessee’s possession shall not betisturbed by the mortgagee or beneficiary
or any other party claiming under or through suct-mortgage or deed of trust Sublessee
hereby agrees to execute, if same is required, any and all instvments in writing which may
be requested by Sublessor to subordinate Sublessee’s right acquired by this Sublease to the
lien of any such mortgage or deed of trust.
ARTICLE XXIV
Indemnity and Waiver

Section 24.1 Sublessor’s Indemnification. Sublessor hereby indemnifies and agrees

to defend and hold Sublessee (which, for purposes of this Article XXIV only, shall include

the Sublessee and its shareholders, officers, directors and agents) harmless from any and all
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claims, dernands, obligations, losses, liabilities, damages, recoveries and deficiencies
(including interest, penalties and reasonable attorneys’ fees, costs and expenses) imposed
upon, incurred by or asserted against Sublessee by reason of (a) a breach of any
representation or warranty of Sublessor herein or given pursuant hereto; and/or (b) any
default by Sublessor in the performance of any of its respective commitments, covenants or
conditions under this Sublease; and/or (¢) for any liability which may arise from operation
of the Premises before the Sublease Commencement Date; and/or (d) any accident, injury
to or death of persorns er loss of or damage to property occurring on or about the Premises
or any part thereof or the adjoining properties, sidewalks, curbs, streets or ways, or resulting
from an act or omissions of Suslessor or anyone claiming by, through or under Sublessor;
and/or (e) performance of any laborcrservices or the furnishing of any materials or other
property in respect of the Premises or any part thereof before the Sublease Commencement
Date. In case any action, suit or proceeding is vicujht against Sublessee by reason of any
such occurrences, Sublessor will, at Sublessor’s sole expense, resist and defend such action,
suit or proceeding, or cause the same to be resisted and defeadzd. The rights of Sublessee
under this Section 24.1. are without prejudice to any other remcdies not inconsistent
herewith which Sublessee may have against Sublessor.

Section 24.2 Sublessee’s Indemnification. Sublessee hereby indemnifies and agrees
to defend and hold Sublessor {which, for purposes of this Article XXIV only, shall include
the Trustee, its beneficiary and their agents, Metropolitan and the partners of Metropalitan)
harmless from and against any and/or all claims, demands, obligations, losses, liabilities,

. » . [ . »
damages, recoveries and deficiencies (including interest, penalties and reasonable attorneys
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fees, cos'ts and expenses) imposed upon, incurred by or asserted against Sublessor by reason
of (a) a breach of any representation or warranty of Sublessee herein or given pursuant
hereto; and/or (b) any default by Sublessee in the performance of any of its respective
commitments, covenants or conditions under this Sublease; and/or (¢) for any liability which
may arise from operation of the Property by Sublessee after the Sublease Commencement
Date; andjar (d) any accident, injury to or death of persons or loss of or damage to
property occurring on or about the Premises or any part thereof or the adjoining properties,
sidewalks, curbs, strzets or ways, or resulting from an act or omissions of Sublessee or
anyone claiming by, through or under Sublessee; and/or (e) performance of any labor or
services or the furnishing of ary materials or other property in respect of the Premises or
any part thereof. In case any acticn, sdit or proceeding is brought against Sublessor by
reason of any such occurrences, Sublessee will, at Sublessee’s sole expense, resist and defend
such action, suit or proceeding, or cause the satné i be resisted and defended. The rights
of Sublessor, under this Section 24.2 are without prejudice to any other remedies not
inconsistent herewith which Sublessor amy have against Sutietsee. Sublessee agrees that
it will promptly, after receipt thereof, send to Sublessor copies of zuy and/or all notices,
demands and/or suits received by it under or relating to any security-4ozuments or any
other instruments, transactions or occurrences affecting any of the Property.

Section 24.3 Waiver. Except for the acts of Sublessor and claims Sublessee may

have against Sublessor arising or resulting from those matters which Sublessor has warranted
or represented to Sublessee in other Sections of this Sublease, Sublessee waives all claims

it may have against Sublessor, Sublessor’s beneficiary and their agents for damage or injury
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to person or property sustained by Sublessee or any persons claiming through Sublessee or
by any occupant of the Premises, or by any other person, resulting from any part of thé
Premises or any of its improvements, equipment or appurtenances becoming out of repair,
or resulting from any accident on or about the Premises or resulting directly or indirectly
from any act or neglect of any person. This Section 24.3 shall include, but not by way of
limitatior; d:.mage caused by water, snow, frost, steam, excessive heat or cold, sewage, gas,
odors, and/or-usise, and/or caused by bursting or leaking pipes or plumbing fixtures, and
shall apply equally whzther any such damzlge results from the act or neglect of Sublessee
or of any other person, aad whether such damage be caused or result from anything or
circumstance above mentioned ar referred to, or to any other thing or circumstance whether
of a like nature or of a wholly diffe;ent nature. All personal property belonging to
Sublessee or any oceupant of the Premises thztis in or on any part of the Premises shall be
there at the risk of Sublessee or of such other persor enly, and Sublessor shall not be liable
for any damage thereto or the theft or misappropriation iiereof. Sublessee agrees that it
will promptly, after receipt thereof, send to Sublessor copies of any and/or all notices,
demands and/or suits received by it under or relating to any secusiyy documents or any
other instruments, transactions or occurrences affecting any of the Property
ARTICLE XXV
Surrender

Section 25.1 Condition Upon Surrender. Upon the termination of this Sublease

whether by forfeiture, lapse of time or otherwise, or upon the termination of Sublessee’s

right to possession of the Premises, Sublessee will at once surrender and deliver up the
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Premises to Sublessor, in the same or better condition and repair, reasonable wear and tear
excepted, as the Premises was in on the Sublease Commencement Date, and shall at once
surrender and deliver up the Personal Property as required pursuant to the provisions of
Section 19.2 hereof, and Sublessee will return to Sublessor a facility qualified and sufficient
for licensing under law as a skilled and/or intermediate care nursing home containing at
least 188 beds by the State of Illinois, subject to the provisions of Sections 6.1 and 37.4
hereof, with State and city licenses, if any are required, in full force and effect and in good
standing. Notwithstinding anything to the contrary contained herein, upon the termination
of this Sublease or the tcrmination of Sublessee’s right to possession of the Premises,
Sublessee will not be obligated to return to Sublessor Personal Property in excess of the.
quantities set forth in Exhibit B-1.C Piiur to or following the termination of this Sublease,‘
Sublessor shall reapply for licensure and'the parties will require a licensure inspection by
the Illinois Department of Public Health and a0y other agency necessary to transfer the
license to Sublessor and to obtain certification for particination in the Medicaid programs
under the United States Code. I, as a result of such inspeciicn, any governmental authority
determines that the Nursing Home does not qualify for a license at set forth above due to
physical plant condition or due to deficiencies in any Personal Propecty or equipment
required to be located thereon, Sublessee shall at its own cost and expense cure all such
violations and deficiencies in order for Sublessor to obtain a transfer of the license and
certification (provided, however, that Sublessee shall not be required to correct any policy,
staffing, operational or any other matters unrelated to physical plant or personal property

deficiencies). Any damage caused by removal of Sublessee from the Premises, including any
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damagés caused by removal of Sublessee’s Property as herein defined, shall be repaired and
paid for by Sublessee prior to the expiration of this Sublease term. In the event any of
Sublessee’s Property is not removed by Sublessee at the time of the expiration of the
Sublease term, the same shall be deemed abandoned by the Sublessee and shall become the
property of the Sublessor. In addition to the above, the parties shall make all adjustments
as to Vacation Pay, accounts receivable, patient trust accounts with respect to Sublessee’s
period of operation of the Nursing Home as are provided for elsewhere in this Sublease,
except that the ooligations, Habilities and undertakings of the parties shall be reversed and
the parties shall prorate real estate taxes pursuant to the provisions of Section 4.1 ‘of this
Sublease.

Section 25.2 Alterations ard Additions. All additions, hardware, alterations and-
improvements, temporary or permanent, i1 ot upon the Premises placed there by Sublessee
shall be Sublessor’s property and shall remain G50z the Premises upon such termination of
this Sublease by lapse of time or otherwise, without comnrensation, or allowance or credit
to Sublessee, unless Sublessor requests their removal. If Saliessor so requests removal of
said additions, hardware, alterations or improvements and Sublessce does not make such
removal by the termination of this Sublease, or within five (5) days afiec such request,
whichever is later, Sublessor may remove the same and deliver the same to aay sther place
of business of Sublessee or warehouse same, and Sublessee shall pay the cost of such
removal, delivery and warehousing to Sublessor on demand.

Section 25.3 Sublessee’s Property. Upon the termination of this Sublease by lapse

of time, or otherwise, Sublessee may remove Sublessee’s Property, provided, however, that
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Sublessee shall repair any injury or damage to the Premises which may result from such
removal. If Sublessee does not remove Sublessee’s Property from the Premises prior to the
end of the term, however ended, Sublessor may, at its option, remove the same and deliver
the same to any other place of business of Sublessee or warehouse the same, and Sublessee
shall pay the cost of such removal (including the repair of any injury or damage to the
Premisses resulting from such removal), delivery and warehousing to Sublessor on demand,
or Sublessor may treat Sublessee’s Property as having been conveyed to Sublessor with this
Lease as a Bill of Yaie, without further payment or credit by Sublessor to Sublessee.
Section 25.4 Holdover. Any holding over by Sublessee of the Premises after the
expiration of this Sublease shell operate and be constituted to be a tenancy from month to.
month only, at the same monthly rate ot rent and other charges payable hereunder for the |
Sublease term, or at the election of Subles:or expressed in a written notice to Sublessee, and
not otherwise, such holding over shall constitute'afenewal of this Sublease for one (1) year
at the same rent and upon all of the other covenants azd agreements contained in this
Sublease. If Sublessee continues to hold over after a writien demand by Sublessor for
possession at the expiration of this Sublease or after termination by ¢ither party of a month-
to-month tenancy created pursuant to this Section, or after termination o1 {bis Sublease or
of Sublessee’s right to possession pursuant to any other section hereof, Sublessze shall pay
monthly rent at a rate equal to double the rate of rent payable hereunder immediately prior
to the expiration or other termination of the Sublease or Sublessee’s right to possession.
Nothing contained in this Section 25.4 shall be construed to give Sublessee the right to hold

over at any time, and Sublessor may exercise any and all remedies at law or in equity to
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recover possession of the Premises, as well as any damages incurred by Sublessor due to

Sublessee’s failure to vacate the Premises and deliver possession to Sublessor as herein

provided.
ARTICLE XXVI
Covenant of Quiet Enjoyment
Suoisssor agrees that at all times when Sublessee is not in Default under the terms
of and durirg <be term of this Sublease, Sublessee’s quiet and peaceable enjoyment of the
Premises shall noi be-disturbed or interfered with by Sublessor or by any other person
claiming by, through or viider Sublessor.
ARTICLE XXVII
Shyri Form Subl
This Sublease shall not be recorded, but the parties agree, at the request of either
of them to execute a Short Form Sublease tof iecording, containing the names of the
parties, the legal description, and the terms of this Subleass.
ARTICLE XXVIII
Notices
All notices, consents, approvals to or demands upon or by Sublesser and Sublessee
desired or required to be given under the provisions hereof, shall be in writing znd shall be
deemed received (i) on actual receipt in the event of delivery by messenger services,
overnight express service or facsimile, or (ii) three (3) days after being deposited in the US

mail, certified or registered, return receipt requested, in either case addressed as follows:
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If intended for Sublessor:
David Gorenstein
and
Sam Gorenstein
6670 N. Lincoln
Lincolnwood, Illinois 60646
with a copy to:
Lawrence Y. Schwartz
7506 North Lincoln
Suite 404
Lincolnwood, 1irois 60646
Copies of any notice furnished to the Sublessee hereunder shall also be furnished to
the guarantors of this Sublease.
If intended for Sublessee:
5301 West Touhy Ave.
Skokie, Illinois 60077

Attn: Eric Rothner
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with a copy to:

Abraham J. Stern

Sachnoff & Weaver

30 S. Wacker Dr.

Suite 2900

Chicago, Illinois 60606
Either party may change its address for purposes of giving notice hereof, which change shall
be effective ten (i(*) ays after receipt of notice thereof.

ARTICLE XXTX
Environmental
Section 29.1 Sublessee’s Compliance. Sublessee shall, at Sublessee’s own expense, |

comply with all laws regulating the use, generation, storage, transportation or disposal of
hazardous substances and shall make all submissions to, provide all information required
by, and comply with all requirements of all governmenta! authorities relating to hazardous
substances. Sublessee shall indemnify, defend and hold Sublessor harmiess from any and
all fines, suits, procedures, claims and actions of every kind and all costs associated
therewith (including attorneys and consultants fees) arising out of or in'apy way connected
with any deposit, spill, discharge or other release of hazardous substances that v.cirs during
the term of this Sublease, at or from the Premises, or which arises at any time from
Sublessee’s use or occupancy of the Premises, or from Sublessee’s failure to provide all

information, make all submissions and take all steps required by all environmental laws,
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Sublessee’s obligations and liabilities under this Article XXIX shall survive the expiration
of the term of this Sublease.

Section 29.2 Syblessor’s Indemnity. Sublessor shall, at Sublessor’s own expense,
comply with all laws regulating the use, generation, storage, transportation or disposal of
hazardous substances and shall make all submissions to, provide all information required
by, and soraply with all requirements of all governmental authorities relating to hazardous
substances. " Sublessor shall indemnify, defend and hold Sublessee harmless from any and
all fines, suits, procedures, claims and actions of every kind and all costs associated
therewith (including attoraeys and consultants fees) arising out of or in any way connected
with any deposit, spill, discharge or other release of hazardous substances that occurred.
prior to the term of this Sublease, ai-ur from the Premises, or which arises at any time from‘
Sublessor’s use or occupancy of the Preinises, or from Sublessor’s failure to provide all
information, make all submissions and take ali si¢ps required by all environmental laws.
Sublessor’s obligations and liabilities under this Article *¥IX shall survive the expiration
of the term of this Sublease. To the best of Sublessor’s knowicdge, there are not any tanks
or hazardous materials on the Premises, nor do the Premises encoinpass any wetlands.

ARTICLE XXX

Representati Agreemen

Section 30.1 Sublessor’s Representations and Agreements. Sublessor and Operator

represent, warrant and agree as follows:
(a)  There are presently, and on the Commencement Date shall be, in full

force and effect, all licenses, permits and other authorizations
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necessary for the use, occupancy and operation of the Facility as it is
presently being operated. The Facility is and on the Commencement
Date shall be licensed by the Illinois Department of Public Health for
not less than 188 skilled and/or intermediate care beds. The
aforementioned licenses are in full force and effect and subject to no
restrictions, limitations or waivers. Sublessor and Edgewater
Nursing & Geriatric Center, Inc. (hereinafter "operator") have no
kunwledge of any violation of any such license or of any condition with
resp(ct’ to the operation, use or occupancy of the Facility which
violates anv such license and has received no notice from the IDPH or
any other goveniimental agency or authority requiring the correction of-
any condition with respect to any such license which has not been the
subject of a plan of correcticil for which compliance has been affected.
There are presently, and on the Corimencement Date shall be, in full
force and effect, a Medicaid certificaticy-and a Medicaid Provider
Agreement. The Facility is and on the Commencement Date shall be
certified by the Illinois Department of Public Aid 1o perticipate in the
Medicaid program. The aforementioned certification aid provider
agreement are in full force and effect and subject to no restriction,
limitation or waiver. Sublessor has no knowledge of any violation of
any such certification or provider agreement or of any condition with

respect to the operation, use OI Occupancy of the Facility which
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(b)

violates any such certification or provider agreement and have received
no notice from the IDPA or any other governmental agency or
authority requiring the correction of any condition with respect to any
such certification or provider agreement which has not been the
subject of a plan of correction for which compliance has been affected.
The Personal Property is either leased by the Sublessor under the
Prime Lease, or is owned by Sublessor to Sublessee hereunder. The
Parsonal Property is sufficient in both quantity and quality for the
operation of a 188 bed skilled and/or intermediate care nursing home,
in full compliance with all applicable laws, ordinances, rules and
regulations, inctucing, without limitation, the minimum standards of -
the Illinois Departioent. of Public Health. All of such Personal
Property is in good working <ondition and repair. With the exception

of those liens and encumbrances listed on Exhibit F attached hereto,

all of such Personal Property is subject to no liens, claims or

encumbrances. There is and shall be on the. Commencement Date
sufficient Supplies (as hereinafter defined) for noi!sssthan seven days
of operation and to otherwise satisfy all IDPH requiremezts. Al of
such inventory, including without limitation, linens, towels and bed
sheets are of the type and quality customarily maintained in nursing

homes in the State of Illinois.
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(c)

Sublessee hereby agrees to assume and hereby does assume all
Contracts, as hereinafter defined, which have not now or by the
Commencement Date will not have been fully performed by Sublessor,
and Sublessor hereby assigns the same to Sublessee; provided,
however, that nothing contained herein shall be construed, interpreted
or deemed to make Sublessee liable under any Contract for any period
prior to the Commencement Date. Sublessee hereby indemnifies and
palds harmless Sublessor from and against any and/or all liabilities and
clairis)arising after the Commencement Date under any and/or all
Contract: assumed by Sublessee. With the exception of the Prime.
Lease, and Prim¢ Option, Exhibit G sets forth a true and complete ]ist-
of all contracts, agreements, commitments, leases and arrangements
(whether oral or written) (Usieinafter "Contracts") to which Sublessor
is a party, by which the assets and proverties of Sublessor and/or the
Prime Lessor are bound or affected o which involve Sublessor’s (or
operator’s) operation of the Facility. Aaditionally: (a) except as
otherwise set forth on Exhibit H attached hercta. none of the
Contracts have been amended or modified; (b) all Contiacts are in full
force and effect and constitute the legal, valid and binding obligation
of Sublessor; (¢) Sublessor has fully complied with all the terms,
provisions and conditions of the Contracts and Sublessor has not been

advised directly or indirectly by any person of any breach or default
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under any Contract; (d) neither Sublessor nor any other party to any
of the Contracts has given or threatened to give notice of any actions
to terminate, cancel, amend or procure a judicial reformation of any
Contract or term or provision thereof; and (e) except as set forth on
Exhibit H attached hereto all Contract may be canceled on sixty (60)
days notice. Sublessor agrees to indemnify and hold Sublessee
harmless from and against any and all Habilities and claims arising
vader any Contracts and relating to the periods prior to the
Comunencement Date. In addition, there are no contracts, union
contracts or commitments pertaining to any employee of the facility
which will survive (ne Commencement Date except for those Contracts -
listed on Exhibit | attached hereto. In the event Sublessee elects to
employ any such persons; Sublessee is assuming no obligation or
responsibilities whatsoever wii respect to such employees for any
period of time prior to the Commenceraent Date, except for those
obligations with respect to Vacation Pay, Hotiday and Sick Pay for
which Sublessee has received a credit as provided in Section 19.8
hereof. The proper amounts have been withheld by Subiessor from
employees with respect to all past compensation paid to such
employees in compliance in all respects with the tax and other
withholding provisions of applicable laws. There are no disputes or

controversies between Sublessor and any union or organization of
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(d)

(e)

which employees of the Facility are members, and no strike, walkout,
slowdown, labor dispute or arbitration exists or is pending or is
threatened. There are no other contracts, agreements, health or
welfare or pension programs paid for by Sublessor or covering such
employees except as set forth on Exhibit L.

All real estate taxes, special tax assessments and any other federal,
state and local taxes accrued through the Commencement Date
zfecting the Sublessor, the Facility or the operations thereof, have
been raid when due, and as of the Commencement Date will have
been paic.in full by the Subles;sor, except that with respect to any such.
taxes which ar¢ 2ot due and payable prior to the Commencement-
Date, Sublessor will meke payment when due, All federal, state and
local income, excise, sales 2iad vse tax returns required to be filed by
Sublessor have been filed in a timely manner (taking into account all
extensions of due dates) and Sublessor is 0ot currently involved in any
audit or other tax proceeding with any «taxing authority. No
deficiencies for any taxes have been asserted in writiug or assessed
against Suﬁlessor which remain unpaid.

Sublessor has paid or will pay when due or will make arrangements
therefor with the respective creditors (or defend against) all bills,
obligations, indebtedness or other liability, due, accrued, incurred or

arising in the operation and/or maintenance of the Premises due or
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accrued prior to the Sublease Commencement Date to the extent they

would be so paid (or Sublessor would defend against them) in the

normal course of business but for this Sublease, and Sublessee shall

not be liable.therefor except for proration items for which Sublessee

has received a credit pursuant to the provisions of this Sublease.

Sublessor shall hold Sublessee harmless from all claims or demands

asserted against Sublessee arising out of the foregoing. Except as

otherwise provided herein, Sublessee shall not have any right to pay on

behilt of Sublessor any bills, obligations, indebtedness or other liability

of Sublessor. and further provided that except as otherwise provided.
herein Sublessec ¢hall in all said events first give Sublessor at least ten~
(10) days prior written sotice of its intention to make any and/or all

payments on behalf of Subléssor. In the event that Sublessor fails to

defend and hold harmless Sublesses fiom any claim against Sublessee

as provided above and Sublessee incurs l&g2! fees, Sublessee may offset

an amount equal to the amount of said payment from the next due
installment of rent.

To its knowledge, Sublessor is not in default under any indenture,
mortgage, deed of trust, security agreement or other instrument to
which it is a party or by which it may be bound, and has received no

notice of any such default which has not heretofore been cured.
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(8)

(h)

Sublessor agrees to use its best efforts to obtain a non-disturbance
agreement from the mortgagee of the Premises.

Except for those claims or lawsuits listed on Exhibit J attac»hed hereto
and incorporated by reference herein, there are no pending, or to the
best knowledge of Sublessor, threatened or anticipated claims or
lawsuits against the Premises, the Personal Property located thereon
or any part thereof or against Sublessor which may adversely affect the
Premises, the Personal Property or any part thereof. If any such claims
exists, Sublessor shall pay the same when due or may contest the same
as long as there is no adverse effect on the Premises or any of the.
Personal Properiv. Sublessor indemnifies and hold Sublessee harmless |
from and against any. ard all lawsuits or claims against the Premises
and the Personal Property »nich accrues on or before the Sublease
Commencement Date,

There are no disputes or controversi¢s between Sublessor and any
union or organization which empl-oyees of Sublessor are members, and
no strike, walk out, slow down, labor dispute or arsiwration exists or to
the knowledge of Sublessor is pending.

There are no surveys, exit interviews, complaints, notices of violations,
administrative hearings wherein any governmental authority (or
department or agency thereof) has notified Sublessor of "A" or Repeat

"B" level violations of any state or federal statute or regulation or in
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which any governmental authority (or deﬁartment or agency thereof)

has initiated any proceedings to revoke, cancel, terminate or not renew

any Medicaid certification or participation agreement affecting the

Nursing Home. Sublessor has delivered to Sublessee true and accurate

copies of all licensure, complaints, Medicaid certification, inspection of
care and post inspection follow-up surveys arising out of, relating to,

referring to or connected with any inspection or survey of the Nursing

Home for any purpose whatsoever in the twelve (12) month period

immediately preceding the date hereof. In the event amy "A" or

Repeat 'B" violation is issued or decertification proceeding is.
commenced far incidents occurring solely prior to the Sublease"
Commencement Date. Sublessor shall be responsible to pay any and

all fines imposed with respect, to said "A" and Repeat "B" violations

and decertification proceedings; provided, however, that Sublessor shall

have the right to contest such viciation and/or decertification
proceeding if it proceeds in good faith and with due diligence and

upon completion of such contest if the fine is net-wuived, Sublessor
shall pay such fine, and shall indemnify and hold harm!ess Sublessee
from and against any and all damages, claims, demands, costs or
expenses arising from any such violation or proceeding.

Sublessor has not received from any federal, state or local

governmenta! authority any notice of any zoning, building or health
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(k)

M

code violation, except as may be set forth in the documentation
provided to Sublessee pursuant to the provisions of subsection (i)
above.

Sublessor is duly organized and validly existing and has full authority
to enter into this Sublease and perform all acts to be performed by
Sublessor hereunder. Sublessor’s execution of this Sublease will not
violate any contract, mortgage, security agreement or other instrument
ts which Sublessor is a party. Sublessor shall maintain its legal
existence.in good standing throughout the Term of this Sublease.
Sublessor has not received any notice, written or otherwise, from any.
federal, state or1seal governmental agency or authority requiring the'
correction of any condition with respect to the facility which has not
been fully complied with. Subiassor has received no. notice or request
from any insurance company or board of fire underwriters setting forth
defects or inadequacies in the Facilitv. which might affect the
insurability thereof or requesting the perfortnance of any work or
alteration to the facility or of any defect or inadeyu~cv-in Sublessor’s
operation thereof, which would adversely affect the ability Cf Sublessee
to operate the Facility. Sublessor shall promptly comply with any
notices received prior to the Commencement Date and deliver to
Sublessee a copy of any such notice together with evidence of its

compliance therewith,
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(m)

(n)

To the best of Sublessor’s knowledge the operation of the Nursing

Home is in compliance with the existing zoning and building codes

applicable to the Premises as of the Commencement Date. Sublessor

Qarrants that it will make whatever corrections are necessary, if any,

to bring the Nursing Home into compliance with the existing zoning

and building codes applicable to the Premises as of the

Commencement Date,

The air conditioning system is in good working order and condition,

whick for purposes of this warranty and representation shall mean that

the air conditioning system shall operate for three (3) consecutive days
from the date it.isfirst turned on in accordance with this paragraph, -
Claims under the rep:esentation contained in this Subparagraph 30 (n)

must be brought not later thsu the end of the day which is three 3)

days after the date the air conditioning is first turned on, but in all

events not later than June 18, 1993, Sutiessee shall give Sublessor not

less than 24 hours advance notice prior to first turning on the air
conditioning system, provided, however, that in allevants Sublessee
shall turn on the air conditioning system not later than jur=,15, 1993,
and Sublessor shall be allowed to have its representatives present at
the time and place the air conditioning system is first turned on and to
participate in the same. The building, including ail structural

components, roof, foundation, elevator and other building systems, is
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in good working order and condition. Any claims Sublessee may make
referring to, relating to, arising out of and/or connected with the roof
of the building and/or any warranty or representation of Sublessor with
respect thereto shall be made not later than forty-five (45) days from
the later of the Commencement Date or turnover of possession; all
other claims Sublessee may make referring to, relating to, arising out
of and/or connected with the condition of the building and arising
under this subparagraph (n), including but not limited to the heating
systers, and/or any warranty or representation of Sublessor with
respect thereto shall be made not later than seven (7) days from the
later of the Coinniencement Date or turnover of possession.
Sublessor agrees to deliver a survey of the Premises, if in Sublessor’s
possession.

Sublessor agrees that no change-will b2 made in the normal operation
of the Facility from the date of the Subieas: through and including the
Commencement Date, including, but not limited to pledge or transfer
of any equipment or personal Property. From and after the date of
the Sublease through the Commencement Date, Suhlessor shall
operate the Facility in the ordinary course, shall maintain or cause to
be maintained the Facility in good working order and condition, and
shall continue to make all repairs, replacements and maintenance with

respect to the facility, and all machinery, air conditioners, equipment,
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Section 30.2

fixtures, and Personal Property and shall deliver the same on the
Commencement Date in good working order and condition.
Sublessee’s base rent under this Sublease shall at all times exceed
Sublessor’s base rent under the Prime Lease.

The IOC computerized recap produced by Alpha Data previously
delivered by Sublessor to Sublessee is based on the most recent IOC
scans for the facility as presented by the IDPA surveyor and does not
npwardly reflect the arbitrations in question.

Survival of Sublessor’s Warranties.

Except as specifically sct forth elsewhere in this Sublease, Sublessor’s warranties and.

representations contained herein shali be deemed remade on the Commencement Date and

shall survive the Closing.

Section 30.3

Sublessor’s Knowledge. Irithe purposes of this Article XXX, the

knowledge of Sublessor shall be deemed to include kiiowledge of Sublessor, Operator, Three

G Care Management, Inc., and each of their respective principals and officers. Sublessor

represents that it has not received any information from any empioyzes of the above entities

which would render any representations or warranties contained in this-5s¢tion 30 untrue.

Section 30.4 Sublessee’s Representations and Agreements. Sublessee represents as

follows:

(a)

Sublessee is a duly organized and validly existing corporation and has
full authority to enter into this Sublease and perform all acts to be

performed by Sublessee hereunder.

80-




0327244281 Page: 92 of 119

UNOFFICIAL COPY

(b)  Subject to receipt of the consents required pursuant to Article XXXXII
hereof, to its knowledge, Sublessee’s execution of this Sublease will not
violate any contract, mortgage, security agreement or other instrument

to which Sublessee is a party.
ARTICLE XXXI

Intentionally Deleted

ARTICLE XXXTI

Intentionally Deleted

AP TICLE XXXTII

Sublessor’s Right to Finazcz/ Sublessee’s Right to Cure

Section 33.1 Sublessor’s Right to Finance . During the term of this Sublease,

Sublessor shall have the right at any time and from time 10 time to renew, modify, extend,

replace, consolidate and refinance any mortgage now or  iereafter placed against the

Premises and the loan secured thereby provided only that (i) such l¢an is prepayable at any

time on or after the time the option to purchase the Premises hereunder riay be exercised,

1 the amount of such refinancing plus the maximum prepayment penalty does ot exceed

ninety (90%) percent of the purchase price under the option to purchase, calculated as of

the date of refinancing, and monthly payments under the mortgage of principal or interest

plus monthly payments under any other mortgage obligation of Sublessor with respect to the

Premises does not exceed the base rental payments hereunder for the period in question.
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Sublessee agrees to submit all information customarily or reasonably required by the
prospective mortgagee and subject to the terms of Article XXIII hereof to execute all
customary documents reasonably necessary or required to subordinate the Sublessee’s
interest hereunder and this Sublease to the lien of such financing. Sublessor shall promptly
notify Sublessee of all the terms and conditions of any refinancing of the Premises and
provide Cublessee with copies of any such mortgages.

-~

Secticz 33.2 Evidence of Payment. At Sublessee’s request, Sublessor shall give

Sublessee evidence of payment of amounts then due under any mortgage against the
Premises which Sublesso: 1 required to pay.

Section 33.3 Sublessec’s Right to Cure. In the event Sublessor fails to make any.
payment due under any mortgage-crcumbering the Premises or fails to pay any tax,-
insurance or any other amounts required 10.be deposited with Prime Lessor, Prime Lessor’s
mortgagee or Sublessor’s mortgagee, Sublessee indy, after fourteen (14) days written notice
to Sublessor, cure Sublessor’s default by paying the sazic to such mortgagee, insurance
company or taxing authority and after such cure shall give 1i¢tice thereof to Sublessor and
said payment together with interest at the Sublease Interest Rate shall be considered a
payment on the rent next due hereunder from Sublessee. Sublessor-agrees to promptly
notify Sublessee of any notices of default which Sublessor receives from the buider of any
mortgage encumbering the Premises but in no event shall Sublessor be responsible for the
failure of the Prime Lessor to act or omit an action when such act or omission is not within

the power or control of the Sublessor.
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ARTICLE XXXIV

Covenants Run with Land

Section 34.1 Covenants. All of the covenants, agreemenis, conditions and
undertakings in this Sublease contained shall extend and inure to and be binding upon the
heirs, executors, administrators, successors and assigns of the respective parties hereto, the
same as it they were in every case specifically named, and shall be construed as covenants
running witlt the land, and wherever in this Lease reference is made to either of the parties
hereto, it shall be réld to include and apply to, wherever applicable, the heirs, executors,
administrators, successors and assigns of such party. Nothing herein contained shall be
construed to grant or confer upion any person or pei-sons, firm, corporation or governmental
authority, other than the parties heréts heir heirs, executors, administrators, successors and |
assigns, any right, claim or privilege by virtne of any covenant, agreement, condition or
undertaking in this Sublease contained.

ARTICLE XXXV
Time of Essence
Time is of the essence of this Sublease, and all provisions Aerein relating thereto

shall be strictly construed.

ARTICLE XXXVI
Indemnity for Litigation
Sublessor and Sublessee covenant and agree that in case either of them shall, without
fault on their part, be made a party to any litigation commenced by or against the other

party, then such other party shall and will pay all costs and expenses, including attorneys’
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fees, incurred by or imposed on them by or in connection with such litigation. The
indemnitee hereunder shall give the indemnitor hereunder prompt notice of any suit or
proceeding which would result in the indemnifications provided for herein and the
indemmitor shall have the right to defend the indemnitee in any such litigation, with counsel
reasonably approved by the indemnitee. Sublessor and Sublessee also agree to pay all costs
and expenses, including attorneys’ fees, which may be incurred by either of them in
enforcing any of the covenants and agreements of this Sublease provided such party
prevails, and all sac costs, expenses and reasonable attorneys’ fees shall, if paid by
Sublessor herein, be so much additional rent due on the next rent date after such payment
or payments, together with intcrest at the Sublease Interest Rate from the date of payment .
thereof by Sublessor until repaymeni tliereof by the Sublessee to the Sublessor and if paid |
by Sublessee, shall promptly be paid by Sublessor to Sublessee together with interest at the
Sublease Interest Rate from the date of paymeit thereof by Sublessee until repayment
thereof by the Sublessor to the Sublessee.
ARTICLE XXXVII
Covenants Relating to Nursing Home

Section 37.1 Qperation of Nursing Home. Sublessee shall, at ail irmes during the
term of this Sublease, operate the Premises as a licensed nursing home for at ieas) 188 beds
skilled and/or intermediate beds, free of any deficiencies and fully licensed by the State of
Tllinois and other applicable governmental authorities and further certified by the State of

Illinois for participation as to all of said beds in the state Medicaid program, subject to
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Sublessee’s right to contest as provided in Article XX hereof and/or cure any deficiencies
from time to time as set forth in this Sublease.

Section 37.2 Compliance With Orders. Sublessee shall obey, observe and promptly
comply with all written orders, rules, rulings, regulations, ordinances and directives (all
herein called "orders") of every Federal, State and local governmental authority or agency
involvedin licensing or certifying the Nursing Home for use as a nursing home and/or
having jurisciction over Nursing Home and its operations. Sublessee shall not be in default
hereunder as long-as-Sublessee contests any such orders which affect or jeopardize the
license, in proper adminisirztive or court proceedings, provided that there continues during
the period of such contest authoritv to continue to operate the Nursing Home and Sublessee
undertakes to cure the violation(s}ni said orders and diligently pursues said cure to-
conclusion. Sublessee shall advise Sublessor s to its proposed cure and Sublessor shall be
kept advised from time to time as to the status of Sublessee’s efforts to cure the violation.
In the event Sublessee does not proceed to cure susi violations, and Sublessee has
exhausted all permissible appeals Sublessor shall have the right upon prior notice to
Sublessee (but shall not be obligated) to cure the same and in.such event any cost or
expense incurred by Sublessor shall be deemed additional rent due by Sublcssee on the next
rent payment date together with interest at the Sublease Interest Rate.

Section 37.3 Delivery of Notices. Sublessee shall deliver or mail by certified mail
10 Sublessor wherever rent is then paid, in form required for notices hereunder within five
(5) days of receipt thereof, copies of all notices of "A" and "Repeat B" level violations (or

in the event the description of such violations is changed from "A" or "Repeat B" the
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violations comparable to such violations), notices of any proposed decertification by any
federal or state authority, any notices of any administrative warnings; any notices imposing
a conditional license on the Nursing Home; and any notices of deficiency received by
Sublessee and, upon Sublessor’s request, all notices, exit interviews, inspection reports and
surveys of state, Federal and local governmental bodies regarding the Premises or the
Nursing tome operated thereon (hereinafter all of the aforesaid are collectively referred
to as "Deficiepcy Notices"). Sublessee shall notify Sublessor within thirty-six (36) hours after
receipt thereof of-aziy.notice from any governmental agency terminating or suspending, or
threatening termination or suspension, of any license or certification for the Nursing Home
for any reason.

Section 37.4 Sublessee’s Excpe! N otwithstanding anything in this Sublease to the-
contrary, if, as a result of a change in law or governmental rule or regulation, the physical
condition of the building is not sufficient to maiit4in the original number of licensed beds,
Sublessee shall be permitted to reduce the number of liczased beds to that number which
the existing physical plant can sustain under such new requireslents and in said event such
reduction in beds shall not be a default hereunder provided, howevsy, that there shall not
be any reduction whatsoever in the rent due under this Sublease

ARTICLE XXXVIII
Licensure

Application. Sublessor and Edgewater Nursing & Geriatric Center, Inc., (hereinafter

"Operator") shall cooperate with Sublessee and provide Sublessee all supporting

documentation relating to Sublessor and Operator, and Sublessor’s right to possession of the

-86-




0327244281 Page: 98 of 119

UNOFFICIAL COPY

Premises which Sublessee is required to provide to the Illinois Department of Public Health
in connection with the initial licensure inspection and Sublessee’s first receipt of an
unrestricted license. Sublessor and/or Operator shall timely complete any and/or all cost
reports, and agrees for a period of twelve (12) months from and after the Commencement
Date to cooperate with Edgewater Care & Rehabilitation Center, Inc. (hereinafter "New
Operatei’) 'and its auditors in connection with the preparation of new operator’s cost
reports. Sublessee shall have the option to review Sublessor’s and/or Operator’s cost
reports for such peziods and to timely file or withhold the same, provided, however, that if
any law and/or governmental regulation and/or rule requires Sublessor to file its cost
reports Sublessor, or Sublesse= on Sublessor’s behalf, shall timely file the same.
APTICLE XXXIX

Intentionally Deleted

ARTICLE X3
Miscellaneous
Section 40.1 Captions. The captions of this Sublease are fot .convenience only and
are not to be construed as part of this Sublease and shall not be construsd.as defining or
limiting in any way the scope or intent of the provisions hereof.
Section 40.2 Severability. If any covenant, agreement or condition of this Sublease
or the application thereof to any person, firm or corporation or to any circumstances, shall
to any extent be invalid or unenforceable, the remainder of this Sublease, or the application

of such covenant, agreement or condition to persons, firms or corporations or to
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circumstances other than those as to which it is invalid or unenforceable, shall not be
affected thereby. Each covenant, agreement or condition of this Sublease shall be valid and
enforceable to the fullest extent permitted by law.

Section 40.3 Governing Law. This Sublease shall be construed and enforced in
accordance with the laws of the State of Illinois.

Scction 404 Amendment. None of the covenants, terms or conditions of this
Sublease, to be x=pt and performed by either party, shall in any manner be altered, waived,
modified, changed or sbandoned, except by a written instrument, duly signed, acknowledged
and delivered by the othér party.

Section 40.5 No Pannership. Nothing contained herein shall be deemed or.
construed by the parties hereto, nor-ov any third party, as creating the relationship of'
principal and agent or of partnership, or-of joint venture by the parties hereto, it being
understood and agreed that no provision contained in this Sublease nor any acts of the
parties hereto shall be deemed to create any relationskip other than the relationship of
Sublessor and Sublessee.

Section 40.6 Brokerage. Sublessor and Sublessee warrart that they have had no
dealings with any real estate broker or agent with respect to the transacusn and each of
them agree to pay, hold harmiess and indemnify the other from and against any and all cost,
expense or liability for any compensation, commissions and charges claimed by any broker
or agent with respect to this Sublease or the negotiation thereof arising out of their acts.

Section 40.7 Accord and Satisfaction. No payment by Sublessee or receipt by

Sublessor of a lesser amount than the monthly rent herein stipulated and additional rent
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shall be deemed to be other than on account of the earliest stipulated rent, nor shall any
endorsement or statement on any check or any letter accompanying any check or payment
as rent be deemed an accord and satisfaction, and Sublessor may accept such check or
payment without prejudice to Sublessor’s right to recover the balance of such rent or pursue
any other remedy in this Sublease provided.

Scciion 40.8 Lease Interest Rate and Late Charges. The term "Sublease Interest
Rate," wher 132d herein, shall be defined as being an annual interest rate equal to four
(4%) percent per-aumm over and above the prime rate of interest published from time to
time by The First Nationai Bank of Chicago to its largest and most credit-worthy corporate
borrowers on 90-day unsecure_d loans as such rate may change from time to time. In the
event that Sublessor suffers and/crincurs any late charges, fines, penalties, fees, costs-
and/or expenses (hereinafter all of the aforesaid are collectively referred to as "Late
Charges") under its Prime Lease and/or any morrgage against the Property as a direct
and/or indirect result of Sublessee’s failure to timely perform any act required by Sublessee
to be performed, Sublessee hereby indemnifies and holds Lsrmless Sublessor from and
against any and/or all said Late Charges and shall pay said Late Chatge to Sublessor within
five (5) days of written demand therefor.

Section 40.9 Representation of Sublessor. Sublessee acknowledges ihat it has
reviewed all relevant data regarding the Property and is fully familiar with the Property, that
Sublessee has relied on no representations of Sublessor or any other party in regard to this
Sublease or the execution hereof other than such representations as are expressly set forth

in this Sublease, and that the prior negotiations between the parties or any representation
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