Fill in this information to identify the case:

Debtor 1 Clarksdale Regional Medical Center, Inc.

Debtor 2
(Spouse, if filing)

United States Bankruptcy Court for the: Middle District of Tennessee
Case number  3:18-bk-05678

Official Form 410
Proof of Claim 04/16

Read the instructions before filling out this form. This form is for making a claim for payment in a bankruptcy case. Do not use this form to
make a request for payment of an administrative expense. Make such a request according to 11 U.S.C. § 503.

Filers must leave out or redact information that is entitled to privacy on this form or on any attached documents. Attach redacted copies of any
documents that support the claim, such as promissory notes, purchase orders, invoices, itemized statements of running accounts, contracts, judgments,
mortgages, and security agreements. Do not send original documents; they may be destroyed after scanning. If the documents are not available,
explain in an attachment.

A person who files a fraudulent claim could be fined up to $500,000, imprisoned for up to 5 years, or both. 18 U.S.C. §8§ 152, 157, and 3571.

Fill in all the information about the claim as of the date the case was filed. That date is on the notice of bankruptcy (Form 309) that you received.

m Identify the Claim

1. Who is the current Health Management Associates, LLC f/k/a Health Management Associates, Inc.

creditor? - - - - -
Name of the current creditor (the person or entity to be paid for this claim)
Other names the creditor used with the debtor
2. Has this claim been g No

acquired from

someone else? O Yes. From whom?

3. Where should notices Where should notices to the creditor be sent? Where should payments to the creditor be sent? (if
and payments to the different)
creditor be sent? . .
Paul G. Jennings/Bass, Berry & Sims PLC
Federal Rule of Name Name
Bankruptcy Procedure .
(FRBP) 2002(g) 150 3rd Ave. S., Suite 2800
Number Street Number Street
Nashville, TN 37201
City State ZIP Code City State ZIP Code

615-742-6267

Contact phone

Contact email Pj€Nnings@bassberry.com Contact email

Contact phone

Uniform claim identifier for electronic payments in chapter 13 (if you use one):

4. Does this claim amend ﬂ No

one already filed? U Yes. Claim number on court claims registry (if known) Filed on

MM/ DD 1 YYYY

5. Do you know if anyone E No

else has filed a proc_)f U Yes. Who made the earlier filing?
of claim for this claim?

oficidr3s€1& 18-bk-05678 Claim 43-1 FiledPd/&&H9 Desc Main Document  Page 1,9f.89



m Give Information About the Claim as of the Date the Case Was Filed

you use to identify the
debtor?

6. Do you have any number

ENO

O vYes. Last 4 digits of the debtor’'s account or any number you use to identify the debtor:

7. How much is the claim?

see attached . poes this amount include interest or other charges?

gNo

[ Yes. Attach statement itemizing interest, fees, expenses, or other
charges required by Bankruptcy Rule 3001(c)(2)(A).

8. What is the basis of the
claim?

Examples: Goods sold, money loaned, lease, services performed, personal injury or wrongful death, or credit card.

Attach redacted copies of any documents supporting the claim required by Bankruptcy Rule 3001(c).

Limit disclosing information that is entitled to privacy, such as health care information.

co-guarantor, contribution and/or primary obligor under lease

9. Is all or part of the claim
secured?

ﬂNo

U Yes. The claim is secured by a lien on property.

Nature of property:

(] Real estate. If the claim is secured by the debtor’s principal residence, file a Mortgage Proof of Claim
Attachment (Official Form 410-A) with this Proof of Claim.

U Motor vehicle

U Other. Describe:

Basis for perfection:

Attach redacted copies of documents, if any, that show evidence of perfection of a security interest (for
example, a mortgage, lien, certificate of title, financing statement, or other document that shows the lien has
been filed or recorded.)

Value of property: $
Amount of the claim that is secured: $
Amount of the claim that is unsecured: $ (The sum of the secured and unsecured

amounts should match the amount in line 7.)

Amount necessary to cure any default as of the date of the petition: $

right of setoff?

O ves. Identify the property:

Annual Interest Rate (when case was filed) %
U Fixed
O variable
10. Is this claim basedona [ No
lease?
ﬂ Yes. Amount necessary to cure any default as of the date of the petition. $ unknown
and related guaranty
11. Is this claim subjecttoa ™ No

Case 3:18-bk-05678 Claim 43-1 Filed 01/18/19 Desc Main Document  Page 2 of 89
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12. Is all or part of the claim
entitled to priority under
11 U.S.C. §507(a)?

A claim may be partly
priority and partly
nonpriority. For example,
in some categories, the
law limits the amount
entitled to priority.

MNO

[ Yes. Check one: Amount entitled to priority

U Domestic support obligations (including alimony and child support) under
11 U.S.C. § 507(a)(1)(A) or (a)(1)(B). $

a Up to $2,850* of deposits toward purchase, lease, or rental of property or services for
personal, family, or household use. 11 U.S.C. § 507(a)(7). $

(| Wages, salaries, or commissions (up to $12,850*) earned within 180 days before the
bankruptcy petition is filed or the debtor's business ends, whichever is earlier. $

11 U.S.C. § 507(a)(4).

O Taxes or penalties owed to governmental units. 11 U.S.C. § 507(a)(8). $
Q1 contributions to an employee benefit plan. 11 U.S.C. § 507(a)(5). $
Q other. Specify subsection of 11 U.S.C. § 507(a)(__) that applies. $

* Amounts are subject to adjustment on 4/01/19 and every 3 years after that for cases begun on or after the date of adjustment.

m Sign Below

The person completing
this proof of claim must
sign and date it.

FRBP 9011(b).

If you file this claim
electronically, FRBP
5005(a)(2) authorizes courts
to establish local rules
specifying what a signature
is.

A person who files a
fraudulent claim could be
fined up to $500,000,
imprisoned for up to 5
years, or both.

18 U.S.C. 88 152, 157, and
3571.

Check the appropriate box:

| am the creditor.
| am the creditor’s attorney or authorized agent.
| am the trustee, or the debtor, or their authorized agent. Bankruptcy Rule 3004.

O0oEs0o

| am a guarantor, surety, endorser, or other codebtor. Bankruptcy Rule 3005.

| understand that an authorized signature on this Proof of Claim serves as an acknowledgment that when calculating the
amount of the claim, the creditor gave the debtor credit for any payments received toward the debt.

| have examined the information in this Proof of Claim and have a reasonable belief that the information is true
and correct.

| declare under penalty of perjury that the foregoing is true and correct.

Executed on date 01/18/2019
MM 7 DD 7 YYYY

[s/ Justin Pitt
Signauire  a\thorized signatory/agent

Print the name of the person who is completing and signing this claim:

Name Justin Pitt
First name Middle name Last name
Title Senior Vice President and Chief Litigation Counsel
Company CHS/Community Health Systems, Inc.
Identify the corporate servicer as the company if the authorized agent is a servicer.
Address 4000 Meridian Blvd.
Number Street
Franklin, TN 37067
City State ZIP Code
Contact phone 615-465-7370 Email Justin_Pitt@chs.net
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Coahoma County, Mississippi asserts that Claimant remains a Guarantor of both payment and
performance obligations of Debtor Clarksdale Regional Medical Center, Inc. (“CRMC”) under the
Lease, despite assignment of the Guaranty to Debtor Curae Health, Inc. (“Curae”). The payment
obligations under the Lease include yearly rent of $500,000 and ayearly in lieu of tax payment of
approximately $350,000. Upon information and belief, CRMC and Curae failed to make those
payments that were due in December 2018. There are sixteen more years on the lease term and
therefore, there is approximately $14,450,000 in remaining payment obligations under the Lease
and subject to the asserted Guaranty. Additionally, the County asserts that the Guaranty is also one
of performance in addition to the payments described above. The County asserts that those
performance obligations continue for the balance of the term of the Lease. If it were to be
determined that Claimant is liable as guarantor of CRMC’s obligations under the Lease, such
determination could have significant financial implications and Claimant reserves the right to
further amend this claim with regard to those potential obligations. Accordingly, Claimant asserts
thisclaim against CRMC, as principal obligor, and Curae, as aleged co-guarantor. Nothing herein
shall be deemed to be an admission or acknowledgement of liability or obligations owed pursuant
to the Guaranty and this claim shall in no way act as a waiver of any defenses that Claimant may
have to the asserted Guaranty.

Case 3:18-bk-05678 Claim 43-1 Filed 01/18/19 Desc Main Document  Page 4 of 89



10071 90127 ' ' f

LEASE AGREEMENT
dated as of December 28, 1995

: ' among

COAHOMA COUNTY, MISSISSIPPY,
acting through the
COAXOMA COUNTY BOARD OF SUPERVISORS

and
CLARKSDALE HMA, INC. - .
and

- ~ HEALTH MANAGEMENT ASSOCIAYES, INC.
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LEASE AGREEMENT BOOY 07:19 PAGEigg

This Lease Agreement (this "Lease") has been made and entered into this 28th day
of December, 1995 by and among:
* Coahoma County, Mississippi, acting through the Coaloma County Boaxd o
Supeyvisors, a political subdivision of the State of Mississippi (“Lessor"),

and

Clarksdale HMA, Inc., a Mississippi corporation ("Lessee™),

and

Health Management Assocfates, Inc., a Delaware corporation. (*Guarantor”).

WITNESSETH:
" WHEREAS, Lessor is the owner of Northwest Mississippi Regional Medical
Center, a 175-bed licensed genexal acute care pon-profit community hospital, 20-bed
licensed skilled nursing facility and home health agency licensed for six counties, all
Jocated in Clarksdale, Mississippi (the “Hospital"), and is authorized pursuant to Sec-
tion 41-13-1, et seq., Mississippi Cede of 1972, as amended, to lease the Hospital to a
Mississippi corporation; and  * . - Co

'WHEREAS, the Hospital has been operated heretofore on bebalf of Lessor by
the Board of Trustees of Northwest Mississippi Regional Medical Center (the "Board of
Trustees"); and

WHEREAS, Lessor has determined that it is ix the best interests of the citizens
of the area served by the Hospital to lease the Hospital to Lessee and that this Lease
will safeguard comgrunity health interests and enhance the public health and general
welfare of such citizens; and

. WHEREAS, Lessor desires to lease the Hospital to Lessee and Lessee desires to
lease the Hospifal from Lessor,-subject to the Tollowing terms and conditions; and
© WHEREAS, Lessee is the wholly-owned subsidiary of Guarantor, and Guarantor
has agreed to guarantee the performance of Lessee’s obligations under this Lease, as
hereinafier set forth.

NOW, THEREFORE, for and in consideration of the premises and other good
and valuable consideration, the receipt and adequacy of which are forever acknowledged
and confessed, the parties hereto agree as follows:
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ARTICLE 1. DEFINITIONS

In addition to the other definitions contained in this Lease, as used herein the
following terms will have the following meanings: » ‘

1.1 “dssumed Liahilities” means: (a) the Contracts; (b) the current Liabilities of
the Hospital, comprised of accounts payable, accrued payroll and employee benefits
expense and accrued expenses, all as set forth on Schedule 1.1(b); (c) principal and
interest accruing after the Lease Commencement Date on the notes payable set forth on
Schedule 1.1(¢), including amounts due as 2 result of repricing the tax-exempt notes so
set forth as taxable notes; (d) remaining payments of rent due after the Lease Com-
mencement Date of the capitalized leases set forth on Schedule 1.1(d); () the Hill-
Burton obligations described i Section 30.3; and (f) the cost report Hability described in
Article 31; provided, however, that Assumed Liabilities do not include any other capital
debt or long-term Habilities of Lessor or the Hospital

1.2 "Closing Balance Sheet” means the triz] balance of the Hospital as of
September 30, 1995, together with an explanatory letter of Watkins, Ward and Stafford,
independent auditors for the Hospital, annexed hereto as Schedule 1.2.

13  "Closing Date" means December 29, 1995.

1.4  “Contracts" means all commitments, contracts, agreements and leases
(whether written or oral) of the Hospital or of the County in respect of the Hospital,
including all contracts with Hospital employees and physicians on the Hospital’s medical .
staff, outstanding at the Lease Commencement Date, all of which are set forth on ’ .
Schedule 1.4, together with all other commitments, contracts, agreements and leases :
added to Schedule 1.4 subsequent to the Lease Commencement Date by mutnal
agreement of Lessor and Lessee, '

L5 "Excluded Assets" means the following assets of Lessor or of the Hospital,
none of which are subject to this Lease: (a) assets whose use is limited, as described on
Schedule 1.5; (b) all commitments, contracts, agreements and leases in respect of the
Hospital not comprising the Contracts; (¢) proprietary information that is not specific to
the Hospital; (d) all credits relating to purchasing cooperatives and other similar credits
and assets; (e) all premium rebates for insurance maintained by the Board of Trustees or
Lessor in connection with operations of the Hospital; (f) all employee benefit agree- .
ments, arrangements, plans and programs; (g) cash designated as E-911 funds and E-911
equipment; and (h) all other assets set forth on Schedule 1.5.

16  "Improvements” means all buildings, structures, fixtures, landscaping, utitity
lines, roads, driveways, fences, parking areas, contiguous and adjacent and ertry rights,
and all other improvements to the Premises owned by Lessor and located in 2nd upon
the Premises.

17  "Lease Commencement Date” means Januvary 1, 1996.
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1.8 “Lease Term" means a period consisting of 30 Lease Years, commencing on
the Lease Commencement Date and expiring on December 31, 2025,

19  “Lease Year" means a twelve-month period commencing on the Lease
Commencement Date and on each of the next succeeding 29 anniversaries thereof.

110 "Leased Assets” means: (a) the Premises; (b) all furniture; furnishings,
equipment and velicles contained on the Premises or used in connection therewith or
with the operation of the Hospital, all as reflected on the Cleosing Balance Sheet; (c) all
licenses, permits, certificates and authorizations required to operate the Hospital, and all
other rights, privileges and franchises relating to the operations or development of, and
all patents and patent applications, trade names, trademarks and service marks (or
variations thereof) associated with, the Hospital; (d) all businesses owned or leased by
the Hospital or by Lessor with respect to the Hospital, including home health services
and offices, but excluding Lessor’s interests in the Coahoma County Health Department
2nd Region One Mental Health Center and related facilities; and (e) all rights, privileges
and interests appurtenant to the foregoing; provided, however, that the Leased Assets do
not include the Purchased Assets or the Excluded Assets.

111 "“Permitted Encumbrances” means: () standard printed title exceptions;
(b) such encumbrances which, individually or in the aggregate, do not materially detract
from the value or impair the nse or marketability of any of the Leased Assets or the
Purchased Assets; (c) the liens and encumbrances set forth on Schedule 1.11; and
(d) such other Hens or encumbrances as Lessee may expressly permit in writing subse-
quent to the Lease Commencement Date; provided, however, that liens or encumbrances
arising cut of any capital debt or other long-term Habilities of Lessor or the Hospital
(other than liens and encumbrances arising out of Assumed Liabilities and set forth on
Schedule 1.11} are not Permitted Encumbrances.

112 "Premises” means the real property more particularly described on Sched-
ule 1.12, together with all Improvements thereon and interests therein, and all rights,
privileges and easements appurtenant thereto.

1.13  “Purchased Assets” means: (a) the Contracts; (b) all operating eash, non-
dperating cash, cash equivalents, accounis and funds, accounts receivable, including those
related to Medicare, Medicaid and 2]l other health care or third-party payors (Jess any
estimated allowance for uncollectible acconnts), inventories, prepaid expenses usable’ by
Lessee, Medicare and Medicaid reimbursement and other current and other assets of the
Hospital or of Lessor used in connection with the Hospital, the Leased Assets or the
Purchased Assets, all as shown on the Closing Balance Sheet; and (¢) all rights, privileg-
es and interests appurtenant thereto, including good will (if any) in connection with the
ongoing opérations of the Hospital; provided, however, that the Purchased Assets do not
include the Leased Assets or the Excluded Assets,
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ARTICLE 2. LEASE OF LEASED ASSETS

As of the Lease Commencement Date, Lessor hereby demises, rents and lets to
Lessee and Lessee hereby leases, rents and hires from Lessor all of Lessor’s right, title
and interest in and to the Leased Assets, as is, where is, with all faults, except for the
representations and warranties contained in this Lease or in the Schedules. Therxefore,
except for the representations and warranties contained in this Lease or in the Sched-
ules, Lessor makes no representations or warranties of any pature whatsoever with
respect to the Leased Assets, including any representation or warranty with respect to
the mezchantability, fitness, nature, condition or value of the Hospital or the Leased
Assets, and Léssor makes no warranty or representation with respect to the fature
operations or prospects of the Leased Assets, Without limiting the effectiveness of the
representations and warranties contained in this Lease or in the Schedules, Lessee has
had the opportunity to inspect the Leased Assets, has inspected the Leased Assets and

‘has determined that the Leased Assets are suitable for Lessee’s ntended use thereof.

On the Lease Commencement Date Lessor will deliver possession of the Leased Assets
to Lessee. '

ARTICLE 3. USE AND CONTROL OF PREMISES

3.1  Hospital Services and Related Activities. Lessee will use the Premises only
for the operation of the business of an acute care hospital and other licensed health
related activities ("Permitted Premises Use"). During the Lease Term, Lessee will operate
an acute care hospilal and related activities on the Premises and in connection therewith
will have the exclusive right to use and control the entire Hospital operations, including
administration, services, finances, medical and non-medical staffing, equipment, invento-
1y, farnishings, supplies, renovation and addition to or expansion of the Premises, except
as otherwise provided heréin. Lessee will comply with all laws and governmental regula-
tions applicable to the operation and maintenance of the Premises. The Premises will
not be used for jllegal or unlawful purposes or for any purpose that is not a Permitted
Premises Use. Lessee will pravide at its own cost and expense current and modern
equipment as generally used in aceredited, comparable community hospitals, apd will
provide all equipment, machinery, furnishings, supplies and other personal property
required or necessary for the proper operation, repair and maintenance of the Hospital
and the Leased Assets, consistent with standards of hospital organization and administra-
tion generally acceptable for fully aceredited hospitals comparable to the Hospital.

32 Charity Care. During the Lease Term, Lessee will comply with all state
and federal requirements to provide emergency services without regard to an individual's
ability to pay, and accept any patient admitted by an active member of the Hospital’s
medical staff without regard to the ability of such patient to pay for the services
provided. Throughout the Lease Term, Lessee agrees not to refuse reatment to any

person by reason of such person’s race, creed, color or religious or sexval preference and

to provide uncompensated care to indigent citizens in Coahoma County, Mississippi in a
manyer consistent with the current charity care policy of the Board of Trustees, Lessee
will be solely responsible for providing indigent care at the Hospital, and Lessor and the
Board of Trustees will have no Hability or obligation in respect thereof. Lessee will
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provide such care without compensation and will not seel payment from Lessor, which
will have no financial responsibility for such care.

=337 -Employees.

(a)  On the Lease Commencement Date, Lessee will hire and employ ' |
each person who was an employee of the Hospital on the day immediately preceding the |
Lease Commencement Date (collectively, the "Employees") and offer to each Employee |
(i) compensation at a level no less favorable than that currently paid such Employee by
the Board of Trustees, and (ii) Lessee’s standard employee benefit package, as set forth
in the employee bandbook amnexed hereto as Schedule 3.3. All Employees will be
covered by Lessee’s standard personnel policies and procedures. Lessee retains the right
to change or terminate any such benefits and any such policies and procedures at any
time and from time to time as Lessee deems appropriate in its sole discretion.

®) Lessee will give each Employee full credit for all service with the
Hospital, as if such service had been with Guarantor and its affiliates, for purposes of
eligibility to participate in, vesting and payment of benefits under (but not for purposes
of determining the amount of any benefit under) Guarantor's 401(k) plan and any other
employee benefit plan maintained by Lessee, as permitted by law and the texrms of each
such plan. ‘

()  All accrued paid annual leave of Employees not cashed out by the
Board of Trustees and existing on the Lease Commencement Date will be carried
forward and honored by Lessee, which will give each Employee full credit in cquivalent
hours or days for the time in such Employee’s account on the Lease Commencement
Date, Lessee may, at its option, cash out each Employee’s accrued paid annual leave in
excess of 80 hours after the Lease Commencement Date.

(d)  Lessee's standard employee benefit package will on the Lease Com-
mencement Date offer Employees a group health plan that provides coverage for any
preexsting condition (within the meaning of the Inteynal Revenue Code) of an Employ-
ee (or eligible dependent) wnder terms no less xor no more favorable to the Employee
than that provided him immediately prior to the Lease Commencement Date. )

(e)  Lessee will give credit (or cause its insurance carriers to give credit)
to each Employee, on a dollar-for-dollar basis, toward the deductible and co-payment
requirements of Lessee's group health plans for any such amounts paid by any Employee
(or eligible dependent) for the plan year under the Hospital's applicable group health
plan during which the Lease Commencement Date occurs; provided, however, that such
Employee will provide Lessee reasonable evidence of the amount credited toward his
deductible and co-payment requirements.

(i  During the first Lease Year, Lessee will not effect any reductions in
force at the Hospital other than reductions as a result of attrition, completion of the

Hospital's current construction and renovation project, flexible staffing for seasonal
adjustments, or downsizing in connection with decreases in patient census.
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(& Nothing contained in this Section 3.3 will limit Lessee’s manage-
ment prerogatives with respect to Employees, or create a right of continued employment
for any specific Employee or create any right of action by any Employee, any group of
Employees or any other third party, either jointly or severally.

3.4  Advisory Board. Lessee will establish 2 Board of Advisors for the Hospital ‘
to provide counsel to Lessee concerning the delivery of health care and hospital services
to residents of the Hospital's service area. The Board of Advisors will consist of at least
11 members, all of whom will be residents of the sexvice arca of the Hospital, with a
majority of the members being residents of Coahoma County, Mississippi. The Board of
Advisors’ membership will consist of physicians and representatives from industry,
government, community and refigious organjzations.

35  Continned Operation. With regard to the continued operation of the
Hospital, the parties agree that there are certain basic services that are normally offered
by hospitals of like size and community setling as the Hospital. Lessee will continue the
provision of the inpatient and outpatient sexvices currently provided at the Haospital,
including general medical, surgical, obstetrical, gynecologic, pediatric and emergency.
Lessee further agrees as follows:

(a) Lessee will at all times use its best efforts to maintain and operate
the Hospital and the Leased Assets to meet the standards and requirements and provide
health care of such quality and in such manner as will enable the Hospital to participate
in, and provide services in connection with, recognized medical insurance programs, and
so Jong as the Hospital remaios a participating facility nnder such recognized programs,
Lessee will use its best efforts to comply with the standards and requirements for
remaining a participating medical facility therennder, unless Lessee determines, by
resolution adopted by its Board of Directors, that it is not in the best interest of the
citizens of the service area of the Hospital to comply therewith and that the financial
condition of Lessee will not be adversely and materially affected by noncompliance.

()  Lessee will comply with applicable federa) and state laws prohibiting
discrimination based on race, religion, creed, color, sex or national origin.

{¢)  Lessee will not take any action 1o discontinue a designated health
care service provided by the Hospital, including any discontinuation for the purpose of
relocation.

(@  Lessee will use its best efforts, consistent with trends in the hospital a
industry, 1o develop the Hospital as a primary resource of the Hospital's service area,
and to recruit physicians, for the following services: urology, otolaryngology, cardiology,
pulmonaology, oncology and radiology.

3.6  Operational Compliance by Lessee. Lessor will be entitled, without
limitation as to its remedies, to the remedy of specific performance for Lessee's breach
of or failure to comply with any provision of this Article 3, exceapt that any such breach
or failure will not constitute 2 Major Event of Default.
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ARTICLE 4. LEASE TERM b00s 0 71 Geree 129

The Lease Teym will commence on the Lease Commencement Date and will
contmue for 30 consecunve Leasc Years, expiring on December 31, 2025.

AR’I'IC’LE 5. RENT

Lessee will pay Lessor, and Lessor will accept, as the total rent for the Leased
Assets, the amounts provided by this Article 5.

51  Initlal Rent and Purchase Price. On the Closing Date, Lessee will pay to
Lessor, by wire transfer of federal funds to a baulk account of Lessor's designation, as
initial rent for the Leased Assets, which shall be deemed earned wpon receipt, and as the
purchase price of the Purchased Assets, the amount of Thirty Million Dolfars ($30,600,0-
00). Subject to applicable Mississippi law or pursuant to local and private Jegislation
which may be obtained by Lessor, Lessor will create a special fund of the Thirty Million
Dollars received from Lessee under this Section 5.1. Monies from such special fund may
be nsed by Lessor to purchase Lessee’s Equipment pursuant to Section 13.2 in the event
of termination of the Lease, to exercise Lessor's right of first refusal pursuant to
Section 29.2, to pay any Labilities of Lessor with respect to the Hospital which are not
Assumed Liabilities, to resume operations of the Hospital in the event of termination of
* this Lease, to expend funds for health services and health refated activitics, and to
expend funds for any other lawful purpose for which general revenue funds of Lessor
may be used,

. 52 Annpval Rent. Lessee will also pay to Lessor, in advance on the first day of
each Lease Year during the Lease Term, annval rent in the amount of Five Hundred
Thousand Dollars (§500,000) per Lease Year. Lessee will pay the annual rext for the
first Lease Year on the Closing Date, by wire transfer of federal funds to a bank account
of Lessor’s designation. Such anaual rent will be deposited in such funds as Lessor
deems appropriate under applicable Mississippi law.

53  Additional Rent. During the first ten Lease Years, Lessec will expend at

Jeast Fifteen Million Dollars ($15,000,000) for additional capital equipment and improve- .

ments to the Premises, making such capital expenditures as may be necessary to renovate
the Hospital, upgrade equipment and lake steps intended to reduce ont-migration of
potential patients to other hospitals. It is reasonably expected that the initial such
renovations and equipment upgrades will occur within the first three Lease Years.
Notwithstanding the foregoing, if the cost to Lessee of completing the project described
in Section 5.4 exceeds Two Million Two Hundred Thousand Dollars ($2,200,000), then
the amount required by this Section 5.3 to be expended by Lessee will be yeduced dollar-
for-dollar by the amount of such excess, up to 2 maximum reduction of Two Million
Eight Hundred Thousand Dollars ($2,300,000).

54  Current Construction and Renovation Project. From and after the Lease

Commencement Date, Lessee will supervise and complete at its own expense the
Hospital's current construction and renovation project pursuant to the current approved

7

¢

P

SR
7 SR ""5.'

”i

;

iR

n-,;-

%
o ’(&‘5’.'1; 5
. ﬁe%@f

u
" I‘%@ﬁgf;‘ ?bw&ng‘l‘}v .-nu'-‘




00 74 8reac 140

plans and specifications therefor, with such reasonable changes as Lessee deems
necessary for the proper and efficient operation of the Hospital.

5.5  Elimination of Capital Debt. On the Closing Date, Lessee will pay to
Lessor an amount equal to the principal balance of Lessor’s general obligation bonds
with respect to the Hospital in the amount of approximately One Million Four Hundred
- Ninety Thousand Dollars ($1,490,000) (the "Bonds”), together with the additional amount
of One Hundred Fifty Thousand Dollars ($150,000) to defease the Bonds, Lessor will
thereupon deposit such amounts in escrow pursuant to an escrow agreement acceptable .
to Lessee. As soon as practicable after the Closing Date, Lessor will defease the Bonds.
Lessee will be responsible for the reasonable attorneys’ fees incurred by Lessor in :
connection with defeasance of the Bonds. .

5.6  Other Obligations. Any other obligation of Lessee which under the terms
of this Lease requires the payment of money to Lessor will be construed as an additional
rental obligation.

"5.7  Absolute Obligation to Pay Rental Payments. The obligation of Lessee to
make rental payments in accordance with this Axticle S will be a general obligation of
Lessee, will be absclute and unconditional and will not be abated, rebated, set off,
reduced, abrogated, waived, diminished or otherwise modified in any manner or to any
extent whatsoever, regardless of any rights of set off, recoupment or ¢ounterclaim that
Lessee might otherwise have against Lessor. Failure to receive any prior notice of the
due date of any rental payment will not relieve Lessee of its obligation to pay such
installment thereof, without notice or demand therefor, in such coin or currency of the
United States of America as, at the time of payment, will be legal tender for the
payment of public and private debts. :

ARTICLE 6. PURCHASE AND SALE OF PURCHASED ASSETS

6.1  Purchase and Sale of Purchased Assets. On the Closing Date but effective
as of the Lease Commencement Date, Lessor will sell, assign and transfer to Lessee all
of its and the Hospital’s right, title and interest in and to all of the Purchased Assets,
and will deliver to Lessee duly executed documents of transfer and assignment (including
contract assignments), in form satisfactory to Lessee, conveying to Lessee good and mar-
ketable title to all of the Purchased Assets, subject only to Permitted Encumbrances and
the Assumed Liabiliies. =~ . U T LR

6.2  Assignment of Contracts. Lessor will use its best efforts to obtain any
consents necessary to cause the Contracts to be assigned to Lessee, and will execute all
such documents and take such other steps as may be required to assure that on the
Lease Commencement Date Lessee will bave all of Lessor’s rights and remedies wnder
the Contracts.
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ARTICLE 7. ASSUMPTION OF ASSUMED LIABILITIES

71  Limited Assumption of Liabilities. It is expressly understood and agreed
that Lessee will not assume nor will it be Hable for any liability, obligation, claim against
or contract of Lessor or the Hospital of any kind or nature, at any time existing or
asserted, whether or not accrued, whether fixed, contingent or otherwise, whether known
or unknown, and whether or not recorded on the books and records of Lessor or the
Hospital, arising out of or by reason of this or any other transaction or event occurring
prior or subsequent. to the Lease Commencement Date, unless such Lability, obligation,
claim or confract is expressly assumed by Lessee pursuant to Section 7.2.

72  Assumption of Certaln Liabilities. On the Closing Date, but effective as of
the Lease Commencement Date, Lessee will assume the payment and performance of
the Assumed Liabilities coming due after the Lease Commencement Date, and agrees to
satisfy and hold Lessor harmless against the same.

ARTICLE 8. {NDEMNIFICATION

81 Indemnification by Lessee. To the extent provided in this Article 8, and
except for matters as to which Lessor is obligated to indemnify Lessee as provided in
Section 8.2, from and after the Lease Commencement Date Lessee will indempify and
hold harmless Lessor, the respective members of the Coahoma County Board of
Supervisors and the Board of Trustees (as now or hereafter constituted, including past
members), and all of their respective officers, employees and agents against:

(a)  any losses, liabilities, claims, obligations, damages and deficiencies
and all costs and expenses incident thereto (including reasonable attorneys® fees
and all other reasonable expenses incurred in investigating and preparing or
defending any lLitigation or proceeding, commenced or threatened) (collectively,

."Losses") suffered by Lessor arising out of the failure of Lessee to satisfy fully and
in a timely fashion all of the Assumed Liabilities;

()  any Losses suffered by Lessor arising out of (i) any act of coramis-
sion or omission of Lessee or its employees, officers, agents or independent
contractors after the Lease Commencement Date, or (ii) the use, operation or
maintenance of the Leased Assets, the Purchased Assets or the Hospital after the
Lease Commencement Date (unless such Losses relate solely to Lessor's owner-
ship and operation of the Leased Assets, the Purchased Assets or the Hospital
prior to the Lease Commencement Date), of any kind or nature whatsoever,
inclading any Medicare, Medicaid or any other third party payor claim relating to
any period after the Lease Commencement Date, but excluding any Losses
relating to any employee benefit plan, agreement or arrangement entered into by
Lessor or the Board of Trustees;

(¢}  any Losses suffered by Lessor arising out of or resulting from any
misrepresentation, breach of warranty or nonfulfillment of any agreement on the
part of Lessee contained in this Lease; and ’
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(@  any Losses suffered by Lessor in respect of any gain on the disposal
of Excluded Assets to be paid to Medicare or Medicaid, or for any foregone
Medicare and Medicaid reimbursement related to any loss on the disposal of
Excluded Assets to be reimbursed by Medicare or Medicaid;

provided, however, that Lessee’s breach or alleged breach of any Assumed Liability will
not constitute a breach of this Lease so long as Lessee complies with its indemnity
obligation under this Article 8.

8.2 Indemnification by Lessor. To the extent provided in this Article 8, and
except for matters as to which Lessee is obligated to indemnify Lessor as provided in
Section 8.1, from and after the Lease Commencement Date Lessor will indemnify and
hold harmless Lessee, to the extent permitted by Mississippi law, against:

(a)  any Losses suffered by Lessee arising out of (i) 2ny liability, obliga~
tion, claim against or contract of Lessor or the Hospital incurred prior to the
Lease Commencement Date, (ii) any act of commission or omission of Lessor or
its employees, officers, agents or indepeadent contractors prior to the Lease
Commencement Date, or (iii} the use, operation or maintenance of the Leased
Assets, the Purchased Assets or the Hospital prior to the Lease Commencement
Date, of any kind or nature whatsoever, which is not an Assumed Liability; and

()  any Losses suffered by Lessee arising out of or resulting from any :
misrepresentation, breach of warranty or nonfulfillment of any agreement on the
part of Lessor contained in this Lease.

‘The parties acknowledge and agree that the indemuification provided by this Section 8.2
is not intended, nor will it be construed, as a waiver of the immunity of Lessor, the
Hospital or the Board of Trustees from suit for negligent, tortious or unauthorized acts
of the Board of Trustees, the members thereof, or the agents, servants, volunteers or
employees thereof or of the Hospital, and such immunity as presently exists is hereby
specifically retained and recognized pursuant to Section 41-13-11(2), Mississippi Code
Annotated of 1972, as amended, or otherwise. Further, indemnification by Lessor will
be limited (i) in the case of Losses in the nature of matters of general or professional
Hability, solely to Losscs suffered by Lessee during the period of the applicable statute of
limitations, and (ii) in the case of all other Losses, solely to Losses sufféred by Lessee
during the period from the Lease Commencement Date 10 six months following the date
of completion of Guarantor's audit for the fiscal year ending September 30, 1996.

8.3 Indemnification Procedure.

(a) * Asused in this Article 8, the term "Losses” includes only losses
actually paid or incurred, and does not include: (i) any Losses to the extent of amounts
recoverable from any surety, insurance carrier or third party obligor, or the cost of
maintaining any surety or insurance policics, and o right of subrogation agaiust the
indemnifying party will accrue hereunder to or for the benefit of any surety, insurance
company or any third party; (ii) any incidental or consequential damages that the
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indemnified party may suffer; or (iii) any cost or expense previously counted in deter-
mining Losses. The indemnified party agrees to submit in a timely manper to any
applicable surety, insurance carrier or third party obligor all claims for indemnifiable
Losses for which such entity may have Hability.

et 1)  As a condjtion precedent to a claim under this Acticle 8, an
mdemmﬁcd party will promptly give to an indemnifying party notice of any matter which
the indemnified party has determined has given or could give rise to a right of indennifi-
cation undey this Lease, which notice will specify in detail the nature of the claim and
the Lasis for indemnification, If a claim by a third party is made against an jndemnified
party, and if such indemnified party intends fo seek indermity hereunder with respect
thereto, the indemnified party will promiptly (and in any case within 30 days of such
claim being formally made) give the indemnifying party notice of such claim. The
indemmifying party will have 30 days after raceipt of such notice to assume and control
the defense of such claim at its expense and through counsel of its choice reasonably
satisfactory to the indemnified party. If the indewmifying party elects not to defend
against such claim, then it will promptly so notify the indemnified party and, in such
event, the indemnified party will then be entitled, at its option, to assume and control
the defense of such claim at its expense and through counsel of jts choice. X the
indemnifying party exercises its right to undertake the defense against any such claim as
herein provided, the indemnified party will cooperate with the indemnifying party in such
defense and make available to the indemnifying party all pertinent records, matertals and
information in its possession or under its control relating thereto as is reasonably
requested by the indemnifying party. No claim that is being assumed and defended in
good faith by the indemnifying party will be settled by the indemnified party without the
consent of the indemunifying party.

{¢)  The indemnifying party will be subrogated to any and all defenses,
claims and setoffs which the indemnified party asserted or could have asserted against
the third party making a claim. The indemnified party will execute and deliver to the
indemnifying party such docoments as may be reasonably necessary to establish by way
of subrogation the ability and right of the indemnifying party 1o assert such defenses,
claims and setoffs.

ARTICLE 9. REPRESENTATIONS AND WARRANTIES OF LESSOR

As of the date hereof, and as of the Lease Commencement Date, Lessor repre-
sents and warrants to Lessee the following:

9.1  Capacity, Etc. of Lessor. Lessor is a political subdivision of the State of
Mississippi and is validly existing uuder the laws of the State of Mississippi. Lessor has
the requisite power and authority o enter into this Lease, perform its obligations
hereunder and conduct its business as now being conducted.
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9.2  Assets; Title,

a)  The Leased Assets and the Purchased Assets together constitute all
-assets, properties and leasehold estates, real, persopal and mixed, tangible and intan-
gible, of every kind and nature, comprising, employed in the operation of or associated
with the Hospital, except for the Excluded Assets.

= . (b) Lessor has good and marketable fee or leasehold title to all of the
assets comprising the Leased Assets and the Purchased Assets, subject only to Permitted
Encumbrances. On the Clesing Date, but effective as of the Lease Commencement
Date, Lessor will effectively: (i) transfer to Lessee good and marketable leasehold title
to the Leased Assets, subject only to Permitted Encumbrances, and grant to Lessee a
valid and fully enforceable leasehold estate in the real property comprising the Leased
Assets, subject only to Permitted Encumbrances; and (i) transfer to Lessee good and
marketable title to the Purchased Assets, subject only to Permitted Encumbrances.
Without limiting the generality of the foregoing, on or before the Lease Commencement
Date Lessor will canse to be xemoved all security fnterests in or other liens or enrcum-

. brances {other than Permitied Encumbrances) on any of the Leased Assets or any of the
Purchased Assefs. After the Lease Commencement Date, if any licn, including any deed
of trust lien, mechanic’s or materialmen's lien or judgment lien, is asserted against any of
the real property comprising the Leased Assets by, through or under Lessor which is not
a Permitted Encumbrance, Lessor will obtain the release of such lien or obtain title
insurance covering such lien.

{c)  The zoning classification of the Premises permits the Permitted
Premises Use, There are no viclations of zoning Jaws or municipal ordinances regarding
zoning matters affecting the Premises. There is no existing, pending or, to the best of
Lessor’s knowledge, contemplated, threatened or anticipated change in the zoning
classification of the Premises or any part thereof.

. 9.3  Consents; Absence of Conflicts With Other Agreements, Ete, Lessor’s
execution, delivery and, performance of this Lease, and the consummation by Lessor of
the transactions contemplated herein: (a) are within Lessor’s powers, are not in contra-
vention of law, and bave been duly authorized by all appropriate action; (b) except as
othernwise expressly provided herein, do not require any approval or consent of, or
declaration or filing with, any goveromental agency or anthority bearing on the validity
of this Lease which is required by Jaw or the regulations of any such agency or authority;
(c) will neither conflict with nor result in any material breach or contravention of, nor
permit the acceleration of the maturity of a material portion of, any liabilities, nor the
creation of any lien, charge or encumbrance affecting any of the Leased Assets or the
Purchased Assets; (d) will not violate, conflict with or constitute on the part of Lessor a
breach of or a default under any existing statute, law, rule or regulation of any govern-
mental authority, or any agrecment, indenture, mortgage or lease to which Lessor, the
Hospital or any of the Leased Assets or the Purchased Assets may be subject; and
(¢) will not violate any judgment of any court or governmental authority to which Lessor,
the Hospital or any of the Leased Assets or the Purchased Asseis may be subject.
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24  Binding Effect. This Lease is and will constitute the valid and Jegally
binding obligation of Lessor, and is and will be enforceable agamst it in accordaxce with
the terms hereof, except as enforceability may be restricted, limited orx delayed by
applicable bankruptey or other laws affecting creditors’ xights generally and except as
entorceability may be subject to gencral principles of equity and limitations applicable to
Lessor as a body politic.

9.5  Financjal Statements. Lessor has heretofore delivered to Lessee copies of
the following financial statements of Hospital (the "Financial Statements"): () audited
balanca sheets as of September 30, 1992, 1993 and 1994, and the refated audited
statements of revenues and expenses, fund balances and cash flows for the years then
ended (the "dudited Financial Statements™); and (b) unaudited balance sheet as of
June 30, 1995, and the related unaudited statements of revenues and expenses, fund
balances and cash flows for the six-months then ended. The Audited Financial State-
ments and the Closing Balance Sheet have been prepared jn accordance with generally
accepted accounting principles, applied on a consistent basis throughout the periods
indicated, and conform to generally accepted accounting principles and practices copsis-
tently applied, except as set forth in Schedule 9.5. Except as described in Schedule 9.5,
the Closing Balance Sheet and the balance sheets comprising the Financial Statements
present fairly in all material respects the financial condition of the Hospital at the dates
indicated thereon, and the statements of revenue and expenses comprising the Financial
Statements present fairly in all material respects the results of operations of the Hospital
for the pericds indicated thereon. .

9.6  No Additional Material Lizbilities. Lessor has hercetofore delivered to
Lessee, and there is annexed hereto as Schedule 9.6, an accurate list to the best of
Lessor's knowledge of all material lizbilities of the Hospital or of Lessor with respect to
the Hospital as of the date hereof, not included in the Financial Statements or the
Closing Balance Sheet, which are of the kind and character required in financial
statements prepared in accordance with generally accepted accounting principles and
which were incurred other than in the ordinary course of business, whether accrred,
absclute, contingent or otherwise. Except as disclosed in Schedules 9.5 or 9.6, to the
best of Lessor's lmowledge Lessor has no material lizbilities of any nature, whether
aocrued absolute, contingent or otherwise. . . s — . J

9.7  Licenses. The Hospita! is duly licensed by the State of Mississippt as a
general acute care hospital having 175 licensed acute care beds, as a skilled pursing
facility having 20 licensed long-term care beds and as a home health agency. The
ancillary departments and other operations thereof (included in the Hospital) which are
required to be specifically licensed are duly licensed by the appropriate state agencies.
To the extent permitted by law, Lessor has and will effectively lease to Lessee all such
licenses and permits necessary to operate the Hospital and all other sights, privileges,
franchises, certificates of need and certificate of need applications relating to the
operations or development of the Hospital or the Leased Assets, all of which are in good
standing and pot subject to mexitorious challenge.
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9.8  Medieare Participation; Accreditation. Excépt as set forth on Sched-
ule 9.8, the Hospital is qualified for participation in the Medicare and Medicaid -
programs, has a current and valid provider agreement with the Medicare and Medicaid
programs, is currently accredited by the Joint Commission on Accreditation of Health
Care Organizations ("JCARCO") and, to the best of Lessor’s knowledge, information and
belief, is in compliance in all material respects with the conditions of participation in
such programs and has received all health planning approvals necessary for capital reim-
bursement on the Leased Assets.

9.9  Regulatory Compliance. To the best of Lessor's mowledge after due
inquiry, except as set forth on Schedule 9.9, the Hospital is in compliance in all material
respects with all applicable statutes, rules, regulations and requirements of all federal,
state and local commissions, boards, bureans and agencies having jurisdiction over the
Hospital and its operations, and the Hospital has timely filed all reports, data and other
information required to be filed with such conumissions, boards, bureans and agencies
where a failure to file timely wonld have a material adverse effect on the Hospital.

9.10 Contracts. Lessor has made available to Lessee true and complete copies
of each of the Contracts. To the best of Lessor's knowledge, each of the Contracts
constitutes the valid and legally binding obligation of Lessor and is enforceable against
Lessor in accordance with its terms. To the best of Lessor’s knowledge, each of the
Contracts constitutes the valid and legally binding obligation of the other party to such
contract and is enforceable against such party in accordance with its terms. To the best
of Lessor's knowledge after due inquiry, each of the Contracts constitutes the entire
agreement between the respective parties thereto relating to the subject matter thereof.
To the best of Lessor’s knowledge after due inguiry, all material obligations required to
be performed under the terms of the Contracts have been performed, no act or omission
has occurred or failed to occur which, with the giving of notice, the lapse of time or both
would constitute a default under any of the Contracts, and each of the Contracts is in
full force and effect withont default on the part of the parties thereto.

9.11 Equipment. Annexed hereto as Schedule 13.1 is an accurate list, as of
December 19, 1995, of the equipment included in Leased Assets. .

9.12 Insurance. Annexed hereto as Schedule 9.12 is a list of the insurance
policies covering the ownership and operations of the Hospital, the Leased Assets and
the Purchased Assets, reflecting the policies’ texms, identity of insurers, amounts and
coverage. All of such policies are now and will be unti} the Lease Commencement Date
in full force and effect. From and after the Lease Commencement Date, Lessor may, at
its option and sole expense, purchase “tail coverage” for acts, errors and omissions of
professional liability incurred at the Hospital prior to the Lease Commencement Date.

9.13 Employee Beneflt Plans. The Hospital currently makes available to its
employees participation in the Mississippi Public Employees Retirement System: ("PER-
S"), and such employees’ rights to retirement benefits under PERS-are governed by
Mississippi law. To the best of Lessor’s knowledge after due inquiry, except for PERS,
Lessor peither has nor ever has had any pension, profit sharing, compensation, deferred
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compensation or other employee pension, health or welfare benefit plan or arrangement

relating to any one or more employees at, or the operations of, the Hospital. Except for

Lessee’s assumption of the Assumed Liability identified on Schedule 1.1(b) as "employee

benefils expense,” any reporting, disclosure, funding or other obligation, whetber arising

by law or contract, with respect to any such plan or arrangement will be the sole 5
responsibility of Lessor, and Lessee will not have any obligation with respect thereto, "
either before or after the Lease Commencement Date.

9.14 Employec Relations. Except as set forth in Schedules 9.14 or 9.15, to the
best of Lessor’s knowledge after due inquiry: (a) there is no pending or threatened
employee strike, work stoppage or labor dispute; (b) no union representation effort is
undexway respecting any employees at the Hospital, no collective bargaining agreement
exists or is currently being negotiated by Lessor or the Hospital, 10 demand has been
made for recognition by a labor organization by or with respect to any employees at the
Hospital no union organizing activities by or with respect to any employees at the
Hospital is taking place, and none of the employees at the Hospital is represented by
any labor union or organization; (c) there is no unfair practice claim against Lessor or |
the Hospital before the National Labor Relations Board, nor any strike, dispute, slow- |
down or stoppage pending or threatened against or involving the Hospital; and (d) there
are. no pending or threatened unfair Jabor practices claims, equal employment opportuni-
ty claims, wage and hour claims, unemployment compensation claims, workers’ compen-
sation cleims or the like with respect to the Hospital.

9.15 Litigation or Proceedings. Except as set forth in Schedule 9.15, there are
no material claims, actions, suits, proceedings or investigations pending or, to the best of : 5
Lessor’s knowledge, threatened against or affecting the Hospital, Lessor with respect to
the Hospital, the Leased Assets or the Purchased Assets, at Jaw or in equity, before or
by any federal, state, munjcipal or other governmental department, commission, board,
bureau, agency or instrurgentality, wherever located.

9.16 Special Funds. None of the Leased Assets or the Purchased Assets are :
subject to any liability in respect of amounts received by Lessor or others for the ‘ !
purchase or improvenent of the Leased Assets, the Purchased Assets or any part.thereof . . |
under restricted or conditioned grants or donations, including monies received under the
Public Health Service Act, 42 U.S.C. §291 et seq., other thar as identified as an Assumed
Liability.

9.17 Medical Staff Matters. Lessor has heretofore provided to Lessee true,
correct and complete copies of the bylaws and rules and regulations of the medical staff
of the Hospital (if any). Except as set forth in Schedule 9.17, there are no pending or,
to the best of Lessor’s knowledge, threatened disputes with applicants, staff members or
health professional affiliates, and all appeal periods in respect of any medical staff
member or applicant against whom an adverse action has been taken have expired.

9.18 Subsequent Results. Since June 30, 1995, and except as disclosed in
Schednle 9.18 or atiributable to normal seasonal fluctuation, there has not been: (a) any
material adverse change in the operations, financial condition, assets, habilities (contin-
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gent or otherwise), income or business of or related to the Hospital; (b} any material
damage, destruction or loss (whether or not covered by insurance) adversely affecting
the Hospital, the Leased Assets or the Purchased Assets; (¢) any material Jabor-dispute,
law or regulation or any event or condition of any character adversely affecting the
operations of the Hospital; (d) any sale, assignment, transfer or disposition of any item
of plant, property or equipment of the Hospital (other than supplies) having 2 net book
value in excess of $10,000, except in the ordinary course of business; or (e) any transac-
tion by Lessor with respect to the Hospital or any of the Leased Assets or the Purchased

Assets outside the ordinary course of business.

9.19 Environmental Matters. Lessor and Lessee are jointly conducting 2
Phase I environmental assessment of the Leased Assets (the "Environmental Assessment"),
The Environmental Assessment will be provided to Lessee and its counsel immediately
upon receipt by Lessor. Except as disclosed in Schedule 5.19 or the Environmenrtal
Assessment, to the best of Lessor’s knowledge neither Lessor nor the Hospital is in
material violation of any federal, state or local statute, regulation, directive or order
pertaining to environmental matters {which inclrdes aix, water vapor, surface water,
groundwater, soil or natural resources), including the Comprehensive Environmental
Response, Compensation and Liability Act, the Medical Waste Tracking Act and the Re-
sonrce Conservation and Recovery Act (collectively, “Environmental Laws"). Except as
disclosed in Schedule 9.19 or the Environmental Assessment, to the best of Lessor’s
kaowledge, neither Lessor nor the IHospital has disposed of "Hazardous Substances”
{which for purposes of this Lease mean and include polychlorinated biphenyls, asbestos,
petroleum products and any substaunces, materials, constituents or wastes (infectious or
otherwise) regulated by Environmental Laws) in 2 manner that has materially violated
any Environmental Laws. To the best of Lessor’s knowledge, there has been no such
disposal by any previous owner or operator of the Leased Assets. To the bestof -
Lessor's knowledge, and except as disclosed in Schedule 9.19, neither Lessor nor the
Hospital has received any request for information, notice or order alleging that it may be
a potentially resporsible party under any Envirommental Laws for the investigation or
remediation of a release or threatened release of Hazardous Substances. Lessor will
immediately notify Lessee should Lessor or the Hospital become aware of any lien,
notice, litigation or threat of litigation relating to an alleged unanthorized release of any
Hazardous Substance in a reportable quantity on the Leased Assets or any other
envirormental contamination or liability with respect to the Leased Assets.

9.20 Taxes. To the best of Lessor’s knowledge: (a) all returns required to be
filed by or in respect of the Hospital with respect to all federal, state and local income,
payroll, withholding, excise, sales, use, real and personal property, use and occupancy,

“business and occupation, mercantile, real estate, capital stock and franchise or other
taxes (all the foregoing, including penalties and interest thereon and estimated taxes,
being collectively called "Taxes"} have been timely filed or extended; (b) all Taxes shown
to have become due pursuant to such retumns have been paid; and (c) all other Taxcs for
which 2 notice of assessment or demand for payment has been received have beer paid.
Neither Lessor nor, to the best of Lessor’s knowledge, the Hospital has received any
notice of any proposed assessments of Taxes agajust or in respect of the Hospital, or of
any proposed adjustments to any tax returns filed by or in respect of the Hospital.
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9.21 Disproportionate Share Hospital. The Hospital is currently classified as a
Medicaid "disproportionate share hospital® under applicable Medicaid statutes and
regulations. Lessee acknowledges that it may not be able to participate in the corrent
Hospital programs for funding Medicaid disproportionate share.

* 922" No Broker. Lessor has not employed any iavestment banker, finder,
brokery, agent or other intermediary in connection with the negotiation or consummation ;
of this Lease or of any of the transactions contemplated hereby as to which Lessee or
Guarantor may have any Hability for a broker’s, finder’s, financial advisory or similar fee.

ARTICLE 10. REPRESENTATIONS AND WARRANTIES OF
LESSEE AND GUARANTOR

As of the date heyeof and as of the Lease Commencement Date, Lessee and
Guarantor jointly and severally represent and warrant to Lessor the following:

10.1 Capacity, Bte. Lessee is 2 business corporation duly organized and validly
existing in good standing under the Jaws of the State of Mississippi. Guaraator is a
business corporation duly organized and validly existing in good standing under the laws
of the State of Delaware. Lessee and Guarantor each has the requisite corporate power
and authority to enter into this Lease, pexform its obligations hereunder, and conduct
. the business now conducted at the Hospital.

10.Z  Consents; Absence of Conflicts With Other Leases, Etc. Lessee's and
Guarantor’s respective execution, delivery and performance of this Lease, and the
consummation by Lessee and by Guarantor of the transactions contemplated herein:

(a) are within their respective corporate powers, are not in contravention of law or of
the terms of their respective certificates of incorporation or bylaws or any amendments
thereto, and have been duly authorized by all appropriate corporate action; (b) except as
otherwise expressly provided berein, do not require any approval or consent of, or any
declaration or filing with, any governmental agency or authority bearing on the validity
of this Lease which is required by law or the regulations of any such agency or authority;
{c) will not violate, conflict with or constitute on the part of Lessee or Guaranior a
breach of or a default under any existing statute, law, rule or regulation of any govern-
mental anthority or any agreement, indenture, mortgage or lease to which Lessee or s
Guarantor may be subject; and (d) will not viclate any judgment of any court or govern-
mental authority to which Lessee or Guarantor may be subject. :

10.3 Binding Effect. This Lease is and will constitute the valid and legally
binding obligation of Lessee and of Guarantor, and is and will be enforceable agaiost
Lessee and Guarantor in accordance with the terms hereof, except as validity or enforce-
ability against Lessee or Guarantor may be restricted, limited or delayed by applicable
bankruptey or other laws affecting creditors’ rights generally and except as enforceability
may be subject to general principles of equity. ‘
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' .10.4 Information in Response to RE¥P, The information confained in the
Proposal of Lessee in response to the RFP was true, correct and complete as of the date
of response.

10.5 No Broker. Neither Lessee nor Guarantor has employed any investment
banker, finder, broker, agent or other intermediary in connection with the negotiation or
consummation of this Lease or of any of the transactions contewplated hereby as to
which Lessor may have any liability for a broker’s, finder’s, financial advisory or similar ‘
fee.

ARTICLE 11. CONDITIONS PRECEDENT TO LESSEE’S AND
GUARANTOR’S OBLIGATIONS

This Lease is executed by Lessee and Guarantor subject to satisfaction, on or
before the Closing Date, of all of the express conditions precedent set forth in this
Article 11, any of which may be waived in writing by Lessce. In the event of the failure
of any of such express conditions precedent and the absence of a written waiver thereof
by Lessee, this Lease will, upon notice from Lesse¢ to Lessor, terminate and be of no
further force or effect.

11.1  Yessor’s Authority. Lessor will deliver to Lessee an opinion of counsel
satisfactory to Lesses to the effect that Lessor possesses the lawful power and authority
to eater into this Lease, that by so doing it does not violate any state, local or federal,
rule, regunlation or statute, that it has performed any and all necessary enabling acts
authorizing the execution of this Lease and consummation of the transactions contem-
plated hereby, and that this Lease has been duly executed by and on behalf of Lesser.

112 Accuracy of Representations and Warranties. The representations and
warranties of Lessor herein contained will have been true when made aund, in addition,
will be true on and as of the Closing Date with the same force and effect as though
made on and as of the Closing Date, and Lessee will have received a certificate of a duly
authorized executive representative of Lessor to such effect (which certificate will
constifute a representation by Lessor as though set forth in this Lease).

113 Cenditions Performed Prior to Lease Commencement Date. Lessor will
have performed and complied with all agreements and conditions required by this Lease
to be performed or complied with by it prior to or on the Lease Commencement Date,
and Lessee will have received a certificate of a duly authorized executive representative
of Lessar to such effect (which certificate will constitute a representation by Lessor as
though set forth in this Lease).

114 Regulatory Matters. Lessee will have obtained documentation or other
evidence reasonably satisfactory to it that Lessee has:

(a)  received approval from all governmental agencies whose approval is
required to complete the {ransactions contemplated hereby;
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()  received confinuation from the appropriate anthorities of the State
of Mississippi as to hospital licensure, certificate of need matters and section 1122
approvals (if any), and reasonable confirmation from all other applicable licensure
agencies that upon consummation of the transactions contemplated hereby all .
licenses required by Jaw to operate the Hospital, for Lessee’s own acconnt, as it is
-s. - . cyrrently operated will be transferred to or reissued in the name of Lessee; and
(¢)  obtained reasonable assurances that Medicare and Medicaid
certification of the Hospital for its operation by Lessee will be effective upon the
Lease Commencement Date’and that Lessee may participate in and receive reim-
bursement from such programs effective upon the Lease Commencement Date.

11.5 No Adverse Change. Between the date of execution of this Lease and the
Clesing Date, there will not have been the oceurrence or discovery of any cvent,
condifion or change in the operations, financial condition, assets, liabilities (contingent
or otherwise), incone or business of or related to the Hospital that materially adversely
impairs the use or value of any of the Leased Assets, the Purchased Assets or the
Hospital, and no litigation, administrative proceeding, audit or investigation will have
been initiated which, if concluded adversely, might reasonably be expected to cause such
an event, condition or change.

11.6 Actions or Proceedings. No action or proceeding before a court or any
other governmental agency or body will have been instituted and remain in effect
seeking to restrain or prohibit the transactions herein contemplated; and no governmen-
tal agency or body will have faken any other action or made any request of Lessor or
Lessee as a result of which Lessee reasonably and in good faith deems it inadvisable to
proceed with the transactions contemplated hereby.

117 Delivery of Documents. All the documents required by this Lease to be
delivered to Lessee on or before the Lease Commencement Date will have been
delivered on or before the Closing Date in accordance with provisions hereof.

11.8 Title Matiers.,

) (@)  Lessor will deliver to Lessee, at Lessor's expense, (i) a plat of the
Premises, and (ii) a title commitment by Lawyer’s Title and by First American Title C e e Ea
Insurance Company, satisfactory to Lessee, that Lessor, as of the Lease Commencement
Date, has good and marketable title to the Premises, and that the Premises are free and
clear of all liens, encumbrances, charges, assessment, taxes, easemeants, restrictions and
stipulations, except for Permitted Encumbrances.

()  Lessee will have obtained a leasehold title policy for the Premises,
in the form and containing such endorsements as Lessee requires, and satisfactory to
Lessee in its sole discretion. Any survey defect or encroachment or viclation of
casements or building lines from or onto the Premises, other than Permitted Encum-
brances, will have been cured or insured over pursuant to an endorsement satisfactory to
or waived by Lessee. Any liens that are not Permitted Encumbrances will have been
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deleted from the leasehold title policy. Such leasehold title policy will be in an amount
equal to the leasehold value of the Premises as reasonably specified by Lessee, insuring
that Lessee is vested with a valid leasehold interest subject oply to Permitted Encom-

brances. .

. (@  Lessor will deliver to Lessee a legal opinion, satisfactory to Lessee,
that'the Premises are in compliance with all zoning and Jand use laws (except Environ-
raental Laws), ordinances and regulations.

N

ARTICLE 12. CONDITIONS PRECEDENT TO LESSOR’S OBLIGATION

This Lease is executed by Lessor subject to satisfaction, on or before the Closing
Date, of all of the express conditions precedent set forth in this Article 12, any of which
may be waived in writing by Lessor. In the event of the failure of any of such express
conditions precedent and the absence of a written waiver thereof by Lessor, this Lease
will, upon notice from Lessor to Lessee, texminate and be of no further force or effect.

12.1  Lessee’s and Guarantor’s Authority. Lessee will deliver to Lessor an

opinion of the Senjor Vice President and General Counsel of Guarantor to the effect

that Lessce and Guarantor each possess the Jawful power and authority to enter into this
Lease, that by so doing neither Lessee nor Guarantor violates any state, Jocal or federal,
rule, regulation or statute, that Lessee’s and Guarantor’s execution of this Lease and
consummation of the transactions contemplated hereby have beer duly authorized by all
necessary corporate action, and that this Lease has been duly executed by and on behalf .
of Lessee and Guarantor.

122 Accuracy of Representations and Warranties. The representations and
warranties of Lessee and Guarantor herein contained will have been true when made
and, in addition, will be true on and as of the Closing Date with the same force and
effect as though made on and as of the Closing Date, and Lessor will have received a
certificate of the President or a Vice President of Lessee, and of a Vice President of
Guarantor, to such effect (which certificate will constitute a representation by Lessee
and by Guarantar as though set forth in this Lease).

12.3  Conditions Performed Prior to Lease Commencement Date. Lessee will
bave performed and complied with all agreements and conditions required by this Lease
to be performed or complied with by it prior to or on the Lease Commencement Date,
and Lessor will have received a certificate of the President or a Vice President of Lessee
to such effect (which certificate will constitute a representation by Lessee as though set
forth in this Lease).

124  Payment of Rent and Purchase Price. Lessee will have paid, as provided
by Article 5, the purchase price for the Purchased Assets and all rent payment required
to be paid on the Closing Date.

12.5 Actions or Proceedings. No action or proceeding before a court or any
other governmental agency or body will have been instituted and remain in effect
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seeking to restrain or prohibit the transactions herein contemplated; and no governmen-
tal agency or body will have taken any othey action or made any request of Lessor or
Lessee as a result of which Lessor reasonably and in good faith deems it inadvisable to
proceed with the transactions contemplated hereby.

12.6. Delivery of Documents. All the documents required by this Lease to be
delivered to Lessor on or before the Lease Commencement Date will bave been
delivered on or before the Closing Date jn accordance with provisions hereof.

12.7 Licensure, Certification and Approvals. Ay provision hereof to the
contrary notwithstanding, this Lease is expressly conditioned npon the receipt of
approvals of the Jease of the Hospital herein contemplated, or exemption from such
approvals, from any applicable governmental agency or instrumentality whose approval is
required lawfully to effect the lease of the Hospital herein contemplated.

ARTICLE 13, EQUIPMENT

13.1 Lessor’s Equipment. All equipment, furniture and furnishings of Lessor

. ox hand as of the Lease Commencement Date, a schedule of which equipment, furniture
and furnishings is annexed hereto as Schedule 13.1, together with all replacements,
substitutions or enhancements thereof (collectively, "Lessor’s Equipment"), will constitute
a part of the Leased Assets and will be and remain the persopal property of Lessor;
provided, however, that replacements or substitutions (but not enhancements) that
represent new and different technology or expanded capability will not constitute
Lessor’s Equipment.

13.2 Lessee’s Equipment. All equipment, furniture and furnishings acquired by
Lessec and not constituting Lessor’s Equipment (collectively “Lessee’s Equipment™) will be
and remain the personal property of Lessee and will be tagged or marked by Lessee as
such. Lessee hereby grants Lessor the right and option to purchase Lessee's Equipment
from Y.essee upon the expiration or termination of this Lease, howsoever effected, for a
purchase price equal to the greater of the net book value of Lessee’s Equipment or the
amount of all outstanding indebtedness incurred by Lessee i connection with the
purchase or lease of Lessce’s Equipment, which indebtedness Lessor may assume in Iien
of 20y payments to Lessee. Lessor may exercise such option as to all or any portion of
Lessee’s Equipment by tendering written notice to Lessee of such intent, and identifying
the specific items of Lessee’s Equipment to be purchased (if less thar all is to be
purchased), on or prior to the last day of the Lease Term. Lessee will convey and
transfer Lessee’s Equipment, or such portion thereof as designated-by Lessor, to Lessor
free and clear of all claims, liens, security interests, agreements, charges or other
encumbrances (other than debt, if any, to be assumed by Lessor in connection with such
purchase and subject to the receipt of appropriate consents of third parties), and will
execute and deliver to Lessor such bills of sale and assignments as may be necessary to
effect such conveyance and transfer. Notwithstanding the foregoing, in the event of a
First Refusal Transaction as contemplated by Section 29.2, Lessor’s option to purchase
Lessee’s Equipment as herein provided will instead be exercisable at a purchase price
equal to the appraised value of the Lessee’s Equipment so purchased.
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13.3 Disposition of Obsolete Eqnipment., Lessor and Lessee recognize that
portions of Lessor’s Equipment may become inadequate, obsolete, worn out, unsuitable,
undesirable or unnecessary in the operation of the Leased Assets. In any instance in
which Lessee, in its sound discretion, determines that any item of Lessor’s Equipment
has become inadequate, obsolete, worn out, unsuitable, undesirable or unnecessary in
the operation of the Leased Assets, Lessee may remove, subject to applicable Mississippi
law, such items of Lessor’s Equipment from the Leased Assets, and (on bebalf of
Lessor) sell, trade-in, exchange or otherwise dispose of same withont any responsibility
or accountability to Lessor therefor; provided, however, that Lessee will substitute and
install in the Leased Assets other equipment having equal or greater utility (but not
necessarily the same function) in the operation of the Leased Assets, and provided
further that such removal and substitution will not impair the operating utility of the
Leased Assets. All such substitute equipment will constitute Lessor’s Equipment and
will be held by Lessee on the same terms and conditions as items originally comprising
Lessor's Equipment. Lessee will execute and deliver to Lessor such documents as may
from time to lime be requested to corfirm the title of Lessor to any items of Lessor’s
Equipment. Lessee will not remove or permit the removal of any of Lessor’s Equipment
from the Premises except in accordance with the provisions of this Section 13.3 and in
compliance with applicable Mississippi law.

ARTICLE 14. INSURANCE

14.1 In General. Lessor will be named as an additiopal insured and loss payee
in every policy of insurance required by this Lease to be obtained and maintained by
Lessee. Proceeds of insurance policies will be payable to Lessee or Lessoras their
respective interests may appear or as specifically set forth in this Article 14. No such
policy will be eanceled or reduced in scope of coverage or amount of coverage without
45 days’ written notice to Lessor. Certificates of insurance evidencing the policies
required hereby will be delivered by Lessee to Lessor on or before the Closing Date.
The failure of Lessor to require any additional insurance coverage will not be deemed to
relieve Lessee from any obligations under this Lease.

14.2  Property Insurance. Lessee will, at its own expense, obtain and keep in
force during the Lease Term a policy or policies of insurance covering loss or damage to
the Leased Assets in the arount of the replacement cost basis thereof, as the same may
exist from time to time, against all perils included within the classification of fire,
extended coverage, vandalism, malicious mischief, special extended perils (all risk),
earthquake and sprinkler leakage. If Lessee fails to procure and maintain such josur-
ance, Lessor may, but will not be required to, procure and maintain the same, but at the
expense of Lessee,

143  Liability Insorance. Lessee will, at its own expense, obtain and keep in
force during the Lease Term policies of comprehensive liability insurance, professional
(malpractice) liability insurance, excess coverage (umbrella) insurance and employer's
liability insurance insuring Lessee against apy lability arising out of the use, occupancy
or maintenance of the Leased Assets with coverage amonnts as are customary for
hospitals of the same size and services as the Hospital. The comprehensive liability
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insurance will bave a policy limit of not less than $1,000,000. The professional Hability
policy will have policy limits of not less than $3,000,000 per person and $3,000,000 per
occurrence. The excess coverage (umbrella) policy will have a policy limit of not less
than §10,000,000. The limits of such insurance will not, however, limit the liability of
Lessee hereunder, Jf Lessee fails to procure and maintain such insurance, Lessor may,
but will not be required to, procure and maintain the same, but at the expense of
Lessee. oL '

144  Muival Releases and Waiver of Subrogatfon. Lessor and Lessee hereby
waive all rights of recovery and causes of action which either ias or may have or which
may arise hercafter against the other, whether caused by negligence, intentional miscon-
duet or otherwise, for auy damage to the Teased Assets or to any property stored
thereon or to the operations of the Hospital caused by any pexils covered by fire and
extended coverage, building, contexts and business interruption insurance, or for which
either party may be reimbursed as a result of insurance coverage affecting any loss
suffered by it; provided, however, that the foregoing waivers are in addition to all other
waivers or releases contained in this Lease and will apply only to the extent of any
recovery made by the parties under any policy of insurance now or hereafter issued; and
further provided that the foregoing waivers do not invalidate any policy of insurance of
the parties, now.or hereafter issued. Lessee agrees that it will cause all policies of
insurance maintained in connection with the Leased Assets or the operations of the
Hospital to contain a clause or endoréement by which the insurer waives rights of
yecovery by subrogation or otherwise for damage to property caused by fire or any
casnalty or peril covered by such insurance, whether or not the same has been caused by
the fault or negligence of the other party or anyone to whom such party may be
responsible.

14.5 Business Interruption Insurance. It is understood that Lessee may
maintain business interruption insvrance for its own protection and that any proceeds
payable under any such policy will be’ the sole property of Lessee.

14.6 Compliance by Lessee. It is agreed that Lessee will be in compliance with
the terms of this Article 14 so long as the total limits of insurance herein required are
provided, regaxdless of the allocation of such Ymirs among underlying or excess policies.
Yo addition, Lessee will be in compliance with the terms of this Article 14 shonld it, in its
discretion, ¢hoose to self-insure all or any portion of the risks described herein so long
as it complies with all aspects of Mississippi law regarding such self-insurance.

147  Remedy for Noncompliance. Unless Lessee self-insures as contemplated
herein, should Lessee fail 1o obtain and pay the premiums for any insurance policies
providing the coverages specified in this Article 14, then Lessor may obtain the same
and pay the premiums therefor, and the amount paid by Lessor will be deemed addition-
al rent, and shall become immediately due and payable.
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ARTICLE 15." FIRE AND CASUALTY DAMAGE

15.1 Notice of Damage. If any part or all of the Premises should be damaged
or destroyed by fire, storm or other casualty and the amount of damage exceeds the
dollar amount stated to be applicable in the standard "deductible clanse” of the property
insurance policy, Lessee will give written notice thereof to Lessor within ten days after
the date the damage occurred. -

152 Substantlal Destruction. If the hospital building or other Improvements
comprising the Premises is substantially destroyed at any time during the Lease Term by
fire, storm or other casualty, to the extent the Premises cannot reasonably be used for an
acute care hospital, then Lessee will, subject to compliance with applicable zoning
regulations or such variances or non-conforming uses as may be allowed, rebuild the
Hospital building and any other damaged portions of the Premises so that the Premises
can be used to furnish substantially the same type and quality of services as were
furnished on the Premises prior to the substantial destruction. In such event, Lessor will
make available or will pay and deliver to Lessee any insurance proceeds received by
Lessor because of damage to the Premises.

153 Partial Destruction. If the hospital building or other Improvements
comprising the Premises are damaged by fire, storm or other casualty to the extent that , i
‘ a portion, but not substantially all, of the Premises cannot be used for the purpose for .
which such portion was used prior to the casualty, Lessee will restore the Premises to ;
the conditien they were in prior to the casnalty. In such event, Lessor will make avail-
able or will pay and deliver to Lessee any insurance proceeds paid to Lessor because of
the casualty loss resulting in the partial destruction.

154 Obligations of Lessor. Nothing contained herein will be construed to
obligate Lessor to expend funds beyond those received as insurance proceeds.

155 DJxtension of Lease Term. Tbe Lease Term will be automatically extended
for a pexiod equal to the number of days during which the ordinary and usual operation
of the Hospital is prevented by reason of any partial destruction of the Premises. In the
event of substantial destruction of the Hospital Improvements and the subsequent
reconstruction thereof as provided by Section 15.2: (a) if such destruction occurs during
the first 20 Lease Years, the Lease Term will be automatically extended for five - - -
additional Lease Years; and (b) if such destruction occurs after the first 20 Lease Years,
the Lease Texm will be antomaticzlly extended for the period of time which, when added.
to the remaining time left in the initial Lease Term after the date of destruction, equals

. 20 years. Any extension of the Lease Term arising under this Article 15 will be upon
' the same terms and conditions otherwise set forth in this Lease.

ARTICLE 16. UTILITIES
Lessee will pay all charges for water, electricity, gas, sewer, telephone and all
othey utilities, which are nsed in or on, or are properly charged against, the Premises

during the Lease Term. Lessee will not be in breach of this Lease for failure to pay any
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charge reasonably contested so Jong as Lessee indemnifies Lessor against such charge.
In the event that easements for the installation and operation of utilities are required to
be granted to any utility company or municipality to service the Premises, Lessor will
cooperate with Lessee in the grant of such easements as may be reasopably required
effectively to create the required easement, and all such easements will be subject to the
?31’_?9"?} of {.essee‘

ARTICLE 17. CARE OF PREMISES; ALTERATIONS, ADDYTIONS, ETC.
171 Care of Premises.

(8)  During the Lease Term Lessee, at Lessee’s expense, will keep and
maintain the Premises in good order and repair, ordinary wear and tear, casualty Joss or
other insured loss excepied. Lessee will do all things which from the character and use
of the Premises would be reasonably necessary for proper maintenance, repair and
replacement thereof, and in this respect, without limiting the generality of the foregoing,
Lessee will perform and fumish, at Lessee's expense, all painting, carpentry, redecorat-
ing, landscaping, refurbishing, maintenance, sexvicing, repairing and replacement of all
portions of the Premises. Lessee will be respousible for the care, maintenance and
repairs, renovation, restoration or replacement, if required, of the air conditioning,
heating, mechanical, plumbing, electrical/fire alarm, security and sprinkler systems.

()  Lessee acknowledges that its obligations to repair, renovate, restore
or replace extends to the roof of the hospital structure. Both Lessor and Lessee
acknowledge that certain improvements, when necessary from Hine to time, may require
a certificate of need from the Mississippi Department of Health and Rehabilitative
Services, Health Planning and Development. Lessee will apply for, and use its best
efforts to obtain, approvals necessary to effect such improvements.

(¢)  Failure of Lessee to maintain, repair, replace or restore, as provided
by this Section 17.1, will entitle Lessor, after notice in the manner provided by this
Lease, to seek specific performance or to enter onto the Premises and repair and
. maintain the Premises and to charge Lessee therefor, and such charges propezly made
will be construed as additional rent, and shall become immediately due and payable.

172 Alterations, Additions and Capital Improvements. Lessee has the right to
make alterations, additions and capital Improvements to the Premises, with or without
the prior approval of Lessor, provided they are architecturally consistent with the
Improvements, and such will be made in a good and workmanlike manner, and will
conaply with all applicable governmental laws, regulations and requirements. All
alterations, additions and capital Improvements will be made at the cost and expense of
Lessee and will become the property of Lessor upon expiration or termination of the
Lease Term. Lessee will not, in its reasonable judgment, make or effect any renovations,
alterations, structural additions or capital improvements to the Premises which would
impede the use or reduce the value of the Leased Assets. The consent and authoriza-
tion granted to Lessee under this Section 17.2 or otherwise to make alterations, addi-
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tions or improvements will not constitute "the written consent of the owner" as contem-
plated in Miss. Code Ann. §85-7-137.

ARTICLE 18. LICENSURE AND GOVERNMENTAL APPROVAL

Lessee will, at all times during the Lease Term, conduct its business pursvant to a
valid license issued by the State of Mississippi authorizing Lessee to operate an acute
care hospital on the Premises and 1o furnish such other services as are offered by Lessee
and which can lawfully be performed pursuant to a valid licepsé or governmental approv-
al. Lessee will obtain and maintain coatinuously throughout the Lease Term the license
by which the Hospital is allowed to operate, and will do all things reasonably required by
the appropriate licensing authority to maintain such license. Lessee will use is best
efforts to obtain and maintain throughout the Lease Term accreditation of the Hospital
by JCAHCO or a similar nationally recognized accrediting body.

ARTICLE 19. ACCESS

Lessor and its agent will have access at reasonable times and upon reasonable
notice for the purpose of iuspection of the Premises or of making repairs, additions or
alterations, but such right will not be construed as an agreement on the part of Lessor to
make repairs.’ :

ARTICLE 20. GOVERNMENTAL FEES

. During the Lease Term all fees due any governmental unit, inclading wnits of any;.; .

city, connty, state or federal government, on acconnt of any inspection made on the .o
Premises, will be paid by Lessee. Lessee will not be in breach of this Lease for faflure
to pay any such charge so long as Lessee indemnifies Lessor against such charge.

ARTICLE 21. QUIET ENJOYMENT

Subject to the terms and provisions of this Lease, on payment of the rent and
other charges herennder payable by Lessee, and Lessee’s maintaining the required State
of Mississippi licenses, Lessee will Jawfully, peaceably and quietly have, hold, cccupy and
enjoy the Leased Assets and any appurienant rights granted to Lessee under this Lease
during the Lease Term without hindrance or ejection by Lessor or any person lawfully

Hospital. oo

ARTICLE 22. SUBLEASE AND ASSIGNMENT

Lessee will pot assign this Lease or any interest herein, whether by operation of
law or otherwise, or sublet the Leased Assets or any part thereof, without the prior
written consent of Lessor. Any person or entity to which this Lease is assigned pursuant
to the provisions of the Bankruptey Code, 11 U.S.C. §101 ¢t seg. (the "Bankruptcy Code"),
will be deemed without further act or deed to have assumed all of the obligations arising
under this Lease on or after the date of such assignment. Any such assignee will upon
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demand execute and deliver to Lessor an instrument confirming said assignment;
provided, however, that if this Lease is assigned to any person or entity pursuant to the
provisions ofithe Bankruptey Code, any and all monies and other considerations payable
or othexwise to be delivered in connection with such assignment will be paid or delivered
to Lessor, will be and remain the exclusive property of Lessor and will not constitute
property of Lessee or of the estate of Lessee within the meaning of the Bankuptey

de. Any and all monies or other considerations constituting Lessor’s property undex
the preceding senience not paid or delivered to Lessor will be held in trust for the
benefit of Lessor and be promptly paid or delivered to Lessor. For the purposes of this
Article 22, (a) a transfer or sale of 50 percent or more of the voting interest or stock of
Lessee to a third party which was not an affiliate of Lessee immediately prior to such
iransfer or sale, or (b) the merger or consolidation of Lessee with or into a third party
which was not an affiliate of Lessee immediately prior to such merger or consolidation
(other than a merger or consolidation in which Lessee is the surviving entity thereof),
will each be deemed an assignment requiring the consent of Lessor and will not operate
to release Lessee from any Jability herennder,

ARTICLE 23. LIENS, MORTGAGE, TAXES, ETC.

23.1  Use as Security. Lessor will mot sell, convey, mortgage, pledge or other-
wise encumber or use as security any portion or all of the Leased Assets subsequent to
the execution of this Lease, and Lessor hereby subordinates its fee interest in the Leased
Assets to this Lease. Lessor will take such reasonable action as is necessary to remove
any other liens or security interests affecting the Leased Assets or any portion theseof
which Jiens arose because of acts or omissions of Lessor subsequent to execution of this
Lease (and not because of acts or omissions of Lessee).

232 Taxes and Special Assessments. Lessee will timely pay when due any and
all federal, state or local taxes (if any) ineurred or assessed int connection with Lessee's
operation of the Leased Assets, including federal and state income taxes, franchise taxes,
FICA, FUTA and other unemployment taxes; provided, however, that Lessee expressly
reserves all of its rights to contest such taxes, assessments or charges to the full extent of
its applicable administrative or judicial remedies. Lessor will, at the request of Lessee,
join in and cooperate fully with Lessee in any such proceedings or applications (except
those relating to taxes levied, assessed or collected by Lessor), provided that Lessee
indemnifies Lessor as provided herein. Lessor will be responsible and will pay, prior to
delinquency, any and all federal, state or Jocal taxes (if any) incurred or assessed in
connection with Lessor’s or the Board of Trustees’ operation of the Hospital, including
federal and sfate income taxes, franchise taxes, FICA, FUTA and other unemployment
taxes. Lessor will promptly pay over to Lessee any rcfund‘of any taxes, charges and
assessments, and penalties and mterest thereon, received by Lessor which had been paid
by Lessee.

- 23,3 Payments in Lieu of Taxes. The partics intend for the Leased Assets to be
included in the 1996 Tax Rolls of Coahoma County, Mississippi. In the event that at any
time during the Lease Term Lessee becomes exempt from payment of taxes on the
Leased Assets, or taxes are not levied or imposed on the Leased Assets for any reason,
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Lessee will pay to Lessor an amousnt equal to the amount of taxes (including ¢ity, county,
school and other taxes assessed or owners of commercial real property in general) which
would have been levied or imposed on the Leased Assets but for the exemption.

234 Liens. Lessee will indemunify Lessor against alf liens, encumbrances and
charges upon Lessee’s leasehold estate in the Leased Assets, the rent payable hereunder
or any part of either thereof, which are not Lessee’s Permitted Liens (as such term is
hereinafter defined). Lessee will take such action as may be required, including the
payment of 2 sum into a court or the posting of a bond to secure payment of any such
lien, encumbrance or charge to cause any claim therefor to be cleared prior to execntion
on judgment. The mere filing or foreclosure of a lien, encumbrance or charge agatust
the Leased Assets or the entry of a judgment thereon will not constitute a breach of this
Section 23.4 so long as Lessee complies with the foregoing indemnity obligation.

23.5  Lessee’s Permitted Liens. Notwithstanding any provision of this Lease to
the contrary, but without limiting Lessee’s obligation timely to pay rent and other
amounts due and payable by Lessee herennder, Lessee may create or permit to be
created the following liens or encumbrances only with respect to Lessee’s leasehold
interest in the Leased Assets (collectively, "Lessee’s Permitted Liens"y:  ~

(&)  lens, charges or encumbrances created in connection with the
improvements to the Leased Assets contemplated by Sections 5.3 or 54, or in
connection with any other improvements, expansion, extension, additions or
modifications of the Hospital or any of the, Premises;

()  liens, ch}:rges. encumbrances or restrictions in favor of Lessor which
may be created or exist by reason of this Lease;

(¢} liexns, charges or encumbrances for taxes, assessments or other
govemmental charges or levies which are not then delinguent, or which are
delinquent but are being contested by Lessee in good fzith and by appropriate
proceedings; .

(@) mechanic’s, laborer’s, materialmen’s, suppher s or vendor's Jiens for

. work or services performed or materials furnished in connection with the Hospital -

which are not yet due and payable, or which are due and payabie but are being
contested by Lessee in good faith and by appropriate proceedings; and

(¢) liems, charges or encumbrances, including any pledge of Lessee’s
revenues, created in connection with Lessee’s financing of capital improvements
to the Leased Assets.

ARTICLE 24. LESSEE’S DEFAULT AND REMEDIES THEREFOR

241  Major Events of Default. The follawing events will constitute “Major '
Events of Default" under this Lease, upon the oceurrence of which Lessor may elect to
pursee its remedies as hereinafter provided:
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(a) Lessee fails to pay rent when dae as provided in Article S, and such
failure continues for a period of ten days after written notice thereof has been
given to Lessee by Lessor; or

(M)  Lessee fails to complete within a reasanable time, but in no event
later than January 1, 1999, the current construction and renovation project .
contemplated by Section 5.4; or :

()  Lessee loses or forfeits its license (o operate the Hospital a5 an

acute care hospital, or loses its Medicare certification or (if eligible therefor) its

- Medicaid certification; provided, however, that if Lessee is notified by the
appropriate authority or is otherwise informed that its operating license, its
Medicare certification or (if eligible therefor) its Medicaid certification has been
lost, forfeited or revoked, then Lessee may take such action as it may deem
necessary o seek reivstatement or recertification, including commencement or
defense of such administrative and/or judicial proceedings as may be indicated,
and Lessee will have a period to cure such default that will continue until all of
the administrative and/or judicial remedies of Lessee have been exhausted and
such proceedings have resulted in the final judicial determination that Lessee is
not entitléd to reinstatement, renewal or recertification, or that Lessee must

- sun-enderithe same, as the case may be; and provided forther that such period of

cure will extend only so Jong as Lessee is legally or judicially allowed to continue
the operation of the Hospital without thereby being in violation of any order of a

court of competent jurisdiction; or

(@)  Lessee fails to operate the Hospital as an acute care hospital for
any period of 10 consecutive days (taking inte account the provisions of Sec-
tion 24.4), and the Premises have not been partially or substantially destroyed as
contemplated by Article 15, or substantially taken by eminent domain proceedings
- as contemplated by Axsticle 26; or

(e)  either Lessee or Guarantor: ceases doing business as a going
concern; makes an assignment for the bepefit of creditors; transfers assets for the
purpose of hindering, delaying or defrauding creditors; generally does not pay its
debts as they become due or admits in writing its inability to pay its debis as they
become due; files a petition commencing a voluntary case under any chapter of
the Bankrupicy Code; has filed against it a petition commencing an involuntary
- case under any chapter of the Bankruptcy Code, and such petition is not stayed or
dismissed within 90 days after its filing; is adjudicated an insolvent; files a petition
" seeking for itself any reorganization, arrapgement, composition, readjustment, :
liquidation, dissolution or similar arrangement under any preseat or future )
statute, law, rule or regulation, or files an answer admitting the material allega-
tions of a petition filed against it in any such proceeding; or consents to the filing
of such a petition or acquiesces in the appointment of a trustee, receiver, custodi-
an or other similar official for it or for all or any substantial part of its assets or
properties; provided, however, that the merger, consolidation or sale of substan-
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tially all of the stock or assets of Lessee or of Guarantor as a going concern will
not be deemed to be an event within the contemplation of this Section 24.1(e).

24.2  Other Breaches of Lease. If during the Lease Term Lessee fails to
perform, cbserve or comply with any other term, covenant, condition or provision of this
Lease binding upon it, and such failure continues for a period of ten days after written
notice thereof has been given to Lessee by Lessor, then Lessor may have and exercise all
such rights and remedies as are provided under the applicable provisions of this Lease;
provided, however, that where a specific remedy has been provided for in this Lease,
such specific remedy will be Lessor's sole remedy for such breach; and provided further
that if Lessee proceeds to cure any such breach and such cuze, if begun and prosecuted
with due diligence, cannot be completed within a period of ten days, then such cure
period will be increased to such extent as is necessary to enable Lessee to begin and
complete such cure through the exercise of due diligence.

243 Indemnity for Breach. Notwithstanding any other provision of this Arti-
cle 24, if any breach of this Lease occurs, and Lessee fails to cure such breach in the
manper specified herein, and such breach results only in monetary loss to Lessor, then
Lessee may elect to cure such breach by indemnifying Lessor against such loss, as
provided by Article 8, immediately upon the final determination of such breach, and
such indemnification will h<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>