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SUBLEASE AGREEMENT

THIS SUBLEASE AGREEMENT (this “Sublease”) is dated as of April 1, 2017 (the “Commencement Date”), between NEXION HEALTH AT FORNEY, INC., a Delaware corporation (“Sublandlord”), and DALLAS COUNTY HOSPITAL DISTRICT D/B/A PARKLAND HEALTH & HOSPITAL SYSTEM, a governmental entity and body politic established pursuant to CHAPTER 281 OF THE TEXAS HEALTH AND SAFETY CODE, as amended (“Subtenant”).

RECITALS:

A. Sublandlord subleases the real property, improvements, fixtures and certain personal property constituting the licensed skilled nursing facility described on attached Exhibit A (the “Facility”) from Nexion Health of OHI, Inc., a Delaware corporation (“Lessee”), pursuant to the terms and conditions of the Sublease Agreement, dated as of November 20, 2010 (the “Nexion Sublease”).

B. Lessee leases the Facility, among others, from OHI Asset (LA), LLC, a Delaware limited liability company (“Owner”), pursuant to the terms and conditions of the Third Amended and Restated Master Lease, dated as of January 6, 2017. As used herein, “Master Lease” shall refer individually and collectively, as the context may require, to such Third Amended and Restated Master Lease (as it may be further amended, modified, restated and/or replaced after the date hereof) and the Nexion Sublease, with section and article references referring to the corresponding article and section references in the Master Lease.
C. Sublandlord desires to sublease to Subtenant, and Subtenant desires to sublease from Sublandlord, the Facility on the terms and conditions set forth in this Sublease.
AGREEMENT

NOW, THEREFORE, the parties agree as follows:

1. DEFINED TERMS. Words whose initial letters are capitalized are defined terms. When used in this Sublease such terms shall have the meaning assigned to them in the context of this Sublease or, if not defined in this Sublease, the same meaning as that assigned to such defined terms by the Master Lease. As used herein, the term “Management Agreement” shall mean the Management Agreement, dated as of April 1, 2017, between Subtenant and Sublandlord, as the same may be amended, modified, restated and/or replaced from time to time.
2. SUBLEASE OF SUBLEASED PREMISES. Subject to the terms and conditions of this Sublease, Sublandlord hereby subleases to Subtenant, and Subtenant hereby subleases from Sublandlord, (a) the parcel of real property legally described on Exhibit B hereto, and all improvements and fixtures located thereon, including the Facility (the “Real Property”) and (b) all of the personal property located on and about the Real Property (collectively, the “Leased Personal Property”). The Real Property and Leased Personal Property are hereafter
64068192_6

collectively referred to as the “Subleased Premises”. Subtenant hereby acknowledges and agrees that it is subleasing the Subleased Premises in its “AS IS, WHERE IS” condition.

3. TERM OF SUBLEASE; EARLY TERMINATION.

3.1 Sublease Rental Term. The term (the “Sublease Rental Term”) of this Sublease shall commence at 12:00:01 a.m. Central Time as of the Commencement Date and, subject to the terms and conditions of that certain Agreement and Consent to Sublease dated as of the date hereof among Owner, Lessee, Sublandlord and Subtenant (as the same may be amended, modified, restated and/or replaced from time to time) (the “Owner Consent”), will expire on the earliest of (a) August 31, 2018 if either party provides written notice of its intention not to renew at least thirty-five (35) days before August 31, 2018, (b) August 31 of any subsequent year for which this Sublease has been extended if either party provides written notice of its intention not to renew at least thirty-five (35) days before such August 31 date during the extension of this Sublease, (c) the date this Sublease terminates pursuant to Section 3.2, (d) the date that Sublandlord or Subtenant terminates this Sublease pursuant to Section 7.2, or (e) the termination, cancellation, or expiration of the Master Lease, the Nexion Sublease or the Management Agreement.

3.2 Early Termination by Sublandord or Subtenant. Notwithstanding any other provision in this Sublease to the contrary, at any time during the Sublease Rental Term, either Sublandlord or Subtenant shall have the right to terminate this Sublease for any reason pursuant to the provision of this Section 3.2.
(a) To exercise this termination right, either Sublandlord or Subtenant must deliver written notice of termination to the other at least sixty (60) days prior to the date of termination set forth in the notice. Upon delivery of such written notice, this Sublease shall terminate on the date that is the earlier of (i) the sixtieth (60th) day following the date of the termination notice, or (ii) the date that Sublandlord or its designee has obtained all licenses, authorizations and consents necessary for it to operate the Facility as a licensed skilled nursing facility.

(b) If Sublandlord terminates this Sublease without cause after Subtenant has initiated one or more intergovernmental transfers of public funds (“IGTs”) with respect to the

Facility, then Sublandlord shall pay Subtenant a termination fee equal to the amount of any unreimbursed IGTs that Subtenant (i) has initiated before notice of such termination with respect to the Facility; and (ii) for which the Subtenant does not receive Supplemental Payments (as defined in the Management Agreement) or other full reimbursement as a result of the termination of this Sublease (the “Termination Fee”). Notwithstanding anything else to the contrary, Sublandlord shall not be obligated to pay the Termination Fee to the extent Sublandlord pays a termination fee to Subtenant under the Management Agreement.

(c) If, after Subtenant has  initiated one or more IGTs  with respect  to the

Facility, (i) Subtenant terminates this Sublease with cause for Sublandlord’s failure to keep,
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perform or observe any of its covenants, agreements, terms or provisions contained in this Sublease or (ii) Owner terminates the Master Lease because of an uncured default pertaining to any of the properties leased under the Master Lease other than the Facility, then Sublandlord shall pay Subtenant the Termination Fee. Notwithstanding anything else to the contrary, Sublandlord shall not be obligated to pay the Termination Fee to the extent Sublandlord pays a termination fee to Subtenant under the Management Agreement.

(d) The termination of this Sublease shall not release either party from its respective obligations hereunder accruing through the date of termination, which obligations shall survive such termination.

4. SUBLEASE RENT; OTHER PAYMENTS.
4.1
Sublease Rent.

(a) Subtenant shall pay, or cause to be paid, to Sublandlord each year of the Sublease Rental Term, as Rent (as defined in the Master Lease) for the Facility, an amount equal to $942,344.00 (the “Sublease Rent”) payable as hereinafter provided. The Sublease Rent due under this Sublease shall be adjusted pursuant to the terms and provisions of the Master Lease except as otherwise provided herein, provided in no event shall Sublease Rent exceed fair market rental value.

(b) Subtenant shall pay, or cause to be paid, the Sublease Rent in advance in twelve (12) equal monthly installments on the first day of each month, with the payment of the first installment being due and payable on the Commencement Date. If the Commencement Date is not the first day of a month or if this Sublease terminates on any day other than the last day of a month, Subtenant and Sublandlord shall prorate the Sublease Rent for such months based on the number of days in that month that is in Sublease Rental Term.

4.2 Other Charges and Expenses. During the Sublease Rental Term, Subtenant shall require Sublandlord, as provided in the Management Agreement, to pay to Sublandlord an amount equal to any impounds, reserves, charges, expenses, payments, reimbursements, fees, or other amounts of any kind or nature whatsoever due from Sublandlord under the Master Lease with respect to the Facility, with escalations or decreases in such amounts as the Master Lease provides.

4.3 Escrow Payments. Subtenant shall deposit, or cause to be deposited, with Sublandlord monthly installments for the impound of real property Taxes for the Facility pursuant to the terms of the Master Lease. Sublandlord shall retain and apply any and all such funds in the manner required under the Master Lease and shall have no obligation to pay Subtenant any interest on the retention of such funds.
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5. ADHERENCE TO TERMS OF MASTER LEASE.
5.1
Assumption of Obligations; Rights of Subtenant.

(a) Except as otherwise expressly provided in this Sublease, during the Sublease Rental Term and any Reimbursement Period (as defined in Section 8.2(c)), Subtenant shall, and shall require Sublandlord, as provided in the Management Agreement, to (i) discharge in a timely manner all liabilities and obligations of Sublandlord under the Master Lease regarding the Facility and (ii) comply fully with and abide by each and every obligation, liability, responsibility and duty of Sublandlord set forth in the Master Lease regarding the Facility as if Subtenant were the tenant or lessee under the Master Lease; and Subtenant shall have each and every of the rights and privileges of the Sublandlord under the Master Lease. Subtenant does not assume and shall not be liable for any liability or obligation of Sublandlord under the Master Lease with respect to any period not included in the Sublease Rental Term or any Reimbursement Period, except for those obligations and liabilities that survive the early termination or expiration of this Sublease as expressly provided in this Sublease.

(b) Without limiting the generality of the foregoing, Subtenant shall require Sublandlord, as provided in the Management Agreement, to maintain at all times during the Sublease Rental Term for the Facility and for the benefit of Owner, Sublandlord, and Subtenant the types of insurance with the minimum coverage amounts and other terms required under the Master Lease, including Section 13 of the Master Lease, naming Owner, parties designated by Owner from time to time, and Sublandlord as additional insured or additional named insured, as the case may be.

(c) In case any person or entity to whom any sum is directly payable by Subtenant under any of the provisions of this Sublease shall refuse to accept payment of such sum from Subtenant, Subtenant shall thereupon notify Sublandlord of such fact and shall pay such sum directly to Sublandlord at the address specified in Section 10.2 hereof or such other address or person as Sublandlord may designate. In any such event, payment by Subtenant to Sublandlord shall be deemed to be complete satisfaction of Subtenant’s obligation with respect to that payment.

(d) Notwithstanding any other provision in this Sublease, Subtenant does not assume or agree to perform, pay or discharge the following matters in the Master Lease (the “Excluded Master Lease Provisions”); provided, however, that nothing in this Section 5.1(d) shall limit or otherwise modify any of Sublandlord’s obligations under the Master Lease:
(i) Any obligation concerning any real or personal property or nursing facility that is, or may in the future be, a part of the Premises under the Master Lease or subject thereto other than the Subleased Premises (it being understood, however, that this provision is not intended to compromise, vitiate or otherwise affect Subtenant’s obligations under any other sublease for any other facility included within the Premises);
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(ii) Any obligation to remove or discharge any mechanics liens or make payment therefor arising out of the actions or omissions of any party other than Subtenant, its Affiliates, or their respective employees, agents or other persons under the control of Subtenant, but specifically excluding Sublandlord or any of its agents, employees or other persons under the control of Sublandlord;

(iii) Any liability or obligation with respect to accelerated rent or any other amounts attributable to any period not included in the Sublease Rental Term;

(iv) Any obligation for taxes, impositions, or additional rent not payable during the Sublease Rental Term;

(v) Any obligation to replace, repair, or restore any personal property or condition caused by a casualty, condemnation or to expend or deposit funds in excess of insurance proceeds therefor received by Owner, unless such damage to any personal property was caused directly and solely by Subtenant, its Affiliates, or their respective employees, agents or other persons under the control of Subtenant, but specifically excluding Sublandlord or any of its agents, employees or other persons under the control of Sublandlord;

(vi) Any  provision  of  the  Master  Lease  that  restricts  in  any  way

Subtenant’s right to terminate this Sublease as provided herein;

(vii) Any obligation to indemnify, defend, or hold harmless another party except as expressly provided in this Sublease or in any other agreement to which Subtenant and Owner are a party;

(viii) Any obligation to provide to Owner any financial reports or financial statements, except as related to the Facility, or any tax returns of Subtenant;

(ix) Any obligation to make any deposit or payments toward any capital expenditure reserve, any amortization charge on account of any capital expenditures, any maintenance or replacement reserve, or any other escrow or reserve fund other than deposits specifically provided for real estate Taxes and impositions;

(x) Any obligation to deposit or replenish any portion of any security

deposit;

(xi) Any obligation to spend any designated or minimum amount for repair, maintenance, or improvement of the Subleased Premises;

(xii) Any obligation to execute any agreement requested by any lender on terms not reasonably acceptable to Subtenant;
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(xiii) Any obligation for any fines, penalties, late charges, costs, or interest on delinquent amounts that may be due under the Master Lease, except to the extent that any delinquency is caused by the acts or omissions of Subtenant, its Affiliates, or their respective employees, agents or other persons under the control of Subtenant, but specifically excluding Sublandlord or any of its agents, employees or other persons under the control of Sublandlord;

(xiv) Any obligation to propose or make any capital improvements to the Facility or any obligation to make any additions or alterations to the Facility in connection with a change of ownership inspection survey at the expiration or termination of the Sublease Rental Term;

(xv) Any obligation to purchase the Facility from Owner as may be provided under the Master Lease;

(xvi) The provisions of Section 7.3 or any other under environmental covenant in the Master Lease;

(xvii) Any obligations or rights under Section 1.4 of the Master Lease;

(xviii) Any of the financial covenants in Section 8.2 of the Master Lease; and

(xix) Any obligations under Section 8.5 of the Master Lease.

(e) Subtenant does not hereby grant or consent to any security interest or encumbrance in any of its income, accounts receivable, or revenue derived from the operation of the Facility during the Sublease Rental Term. Notwithstanding anything in this Sublease to the contrary, Sublandlord is not relieved of any of its obligations under the Master Lease, including its obligation to ensure that at all times during the Term of the Master Lease, the Subleased Premises remains licensed as a skilled nursing facility, with the number of licensed and Medicare and Medicaid certified beds required by the Master Lease. Sublandlord agrees to provide Subtenant with a copy of any and all notices of default that may be received pursuant to the Master Lease or from any lender under any credit agreement or loan agreement, each such copy to be delivered within seven (7) days following Sublandlord’s receipt.

5.2 Terms of the Master Lease Govern; Subordination to the Master Lease. The terms and conditions of Sublandlord and Subtenant to each other under this Sublease shall be the terms and conditions of the Master Lease which are incorporated herein by reference, except for those provisions in the Master Lease that are directly contradicted by this Sublease, including the Excluded Master Lease Provisions. The terms of this Sublease shall control over those provisions in the Master Lease that are directly contradicted by this Sublease, including the Excluded Master Lease Provisions. This Sublease is, and shall be at all times, subject and subordinate to the Master Lease and to all matters to which the Master Lease is subject and subordinate.
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5.3 Subtenant to Deal Directly with Owner. Sublandlord hereby authorizes Subtenant to deal directly with Owner with respect to any and all matters arising under the Master Lease; provided, however, that Subtenant shall keep Sublandlord apprised, in a timely fashion, of all such dealings. Without limiting the generality of the foregoing, Subtenant shall send copies of all reports, statements, and other information required under the Master Lease to Owner and Sublandlord within the applicable timeframes set forth in the Master Lease.

5.4 Security Deposit. Subtenant shall have no obligation to post or replenish any Security Deposit with either Sublandlord or Owner. Any and all Security Deposits that Sublandlord may have paid or given to Owner pursuant to the terms of the Master Lease shall remain the sole property of Sublandlord.

5.5 Sublandlord not Liable for Obligations of Owner. Sublandlord shall not be responsible for and does not assume any of the Owner’s responsibilities, liabilities, obligations, or duties under the Master Lease. Without limiting the generality of the foregoing, in any instance where:

(a) work, services, repairs, restoration work, utilities or materials are required to be delivered, provided, or performed by Sublandlord for the benefit of Subtenant as a consequence of the provisions of the Master Lease being incorporated herein, Sublandlord shall not have any obligation other than to request promptly such work or items from Owner following a similar request from Subtenant; and

(b) the Master Lease requires Subtenant to obtain Owner’s prior approval before undertaking or refraining from undertaking any action, Subtenant shall obtain the prior consent of Owner (together with any other consents required by Owner under the Master Lease) and Sublandlord, before undertaking or refraining from undertaking any such action.

5.6 Provisions of Master Lease not Benefiting Subtenant. Notwithstanding anything in this Sublease to the contrary, Subtenant shall not have the benefit of nor shall Subtenant be entitled to any of the following:

(a) To exercise any renewal or extension options set forth in the Master Lease;

(b) To any holdover provisions and rights set forth in the Master Lease;

(c) To receive any refund of the Tax impounds or Security Deposit; and

(d) To exercise any right of first refusal on sales, assignments or transfer of the Facility set forth in the Master Lease or any other agreement between Owner and Sublandlord (and/or any of their respective affiliates).

5.7 Use of Facility by Subtenant. Subtenant shall or shall require Sublandlord, as provided in the Management Agreement, to maintain the Subleased Premises and operate the Facility as a licensed skilled nursing facility (the “Business”), or cause the Business at the
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Facility to be operated, in strict compliance with the requirements of the Master Lease and for no other purpose. All renovations, replacements, repairs and maintenance of the Subleased Premises undertaken by Subtenant during the Sublease Rental Term, shall be at Subtenant’s sole expense, and all such renovations, replacements, repairs, and maintenance improvements shall be left in accordance with the Master Lease by Subtenant at the expiration or earlier termination of this Sublease without payment, credit, or compensation of any kind to Subtenant.

5.8 Sublandlord’s Right of Entry to Facility. Subtenant agrees that Sublandlord shall have all rights of Owner in the Master Lease with respect to the ability to enter the Facility for appropriate reasons provided for therein.

6. QUIET ENJOYMENT. Sublandlord represents and warrants that it has full right and authority to enter into this Sublease and covenants that Subtenant, while paying the Sublease
Rent required hereunder and fully performing Subtenant’s other covenants and agreements set forth herein and in the Master Lease, shall quietly have, hold and enjoy the Facility for the Sublease Rental Term without interference from Sublandlord, subject to the terms and conditions of this Sublease and the Master Lease.

7. EVENTS OF DEFAULT; REMEDIES.

7.1 Events of Default. The following events shall be deemed to be events of default (each an “Event of Default”) by Subtenant under this Sublease:

(a) Subtenant fails to pay, as and when required under this Sublease, Sublease Rent, Taxes, or any other required payments, deposits or charges.

(b) Subtenant fails to perform or comply with any other provision of this Sublease that does not require the payment or deposit of money, unless Subtenant cures such default either within (i) thirty (30) days after written notice to Subtenant of such default occurs or

(ai) one hundred twenty (120) days after written notice to Subtenant of such default occurs only if

(A) such default cannot with due diligence be cured within thirty (30) days because of the nature of the default or delays beyond the control of Subtenant, (B) a cure after such period will not materially and adversely affect any portion of the Subleased Premises or any portion of the Business at the Facility, and (C) Subtenant uses its best efforts to cure such default, after receipt of written notice thereof, by promptly commencing and diligently pursuing such cure to the completion thereof. Any notice or cure period under this Sublease shall run concurrently with any notice or cure period required under applicable law.

(c) Subtenant makes any misrepresentation under this Sublease or material misstatement or omission of fact in any written report, notice or communication from Subtenant to Sublandlord or Owner with respect to Subtenant, the Subleased Premises or the Business at the Facility.
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(d) Subject to the Excluded Master Lease Provisions, Subtenant takes, omits or fails to take any act, other than an act to be performed by Sublandlord pursuant to the Management Agreement, that results in an Event of Default under the Master Lease.

(e) An Event of Default occurs under any other sublease agreement between Subtenant and Sublandlord or between Subtenant and any Affiliate of Sublandlord.

(f) (i) Subtenant generally fails to pay its debts as they become due, or admits in writing its inability to pay its debts generally, or makes an assignment of all or substantially all of its property for the benefit of creditors, (ii) a receiver, trustee, or liquidator is appointed for Subtenant or any of its property (unless, within three (3) business days following such appointment, Subtenant notifies Sublandlord in writing that Subtenant intends to cause such appointment to be discharged and such discharge is diligently prosecuted to completion within sixty (60) days after the date of such appointment), (iii) the filing by Subtenant of a voluntary petition under any federal bankruptcy or state laws to be adjudicated as bankrupt or for any arrangement or other debtor’s relief, or (iv) the involuntary filing of such a petition against Subtenant by any other party (unless, within three (3) business days after such filing, Subtenant notifies Sublandlord in writing that Subtenant intends to cause such petition to be dismissed, such dismissal is diligently prosecuted, and such petition is dismissed within ninety (90) days after filing).

7.2
Remedies.

(a) Except as otherwise set forth in in this Section 7.2, upon the occurrence of any Event of Default, Sublandlord’s sole and exclusive remedy shall be to terminate this Sublease on thirty (30) days’ prior notice to Subtenant in writing.
(b) If Sublandlord fails to keep, perform or observe any of its covenants, agreements, terms or provisions contained in this Sublease or in any other sublease agreement between Subtenant and Sublandlord or between Subtenant and any Affiliate of Sublandlord, then except as otherwise set forth in in this Section 7.2, Subtenant’s sole and exclusive remedy shall be to terminate this Sublease on thirty (30) days’ prior notice to Sublandlord in writing.
(c) Notwithstanding anything in this Section 7.2 to the contrary, the limitation of remedies set forth in this Section 7.2 shall not limit or otherwise restrict

(i) Subtenant  from  pursuing  its  rights  against  Sublandlord  under

Section 3.2;

(ii) Sublandlord from (A) enforcing through specific performance the obligations of Subtenant under Section 8 and the obtaining of damages from Subtenant for any breach by Subtenant of its obligations under Section 8 and (B) enforcing its rights to indemnification under Section 9, and

64068192_6
-9-

(iii) The party not in breach of this Agreement from seeking damages limited to accrued but unpaid obligations of the party in breach through the date of termination of this Sublease.

8. SURRENDER UPON TERMINATION OR EXPIRATION; TRANSITION OF OPERATIONS.
8.1
Surrender.

(a) On the expiration of the Sublease Rental Term, or earlier termination of this Sublease (the date of any such expiration or termination is herein referred to as the

“Termination Date”), Subtenant shall deliver to Sublandlord or its designee possession of the Subleased Premises as hereinafter provided.

(b) Except as otherwise provided herein, Subtenant shall not at any time after the Termination Date seek to transfer, surrender, allow to lapse, or grant any security or other interest in and to any of the licenses, permits, certifications, accreditations, certificates of exemption, approvals, waivers, variances, and other authorizations issued by any Governmental Authority (as defined in this Section 8.1(b)) necessary or advisable for the use of the Facility in its Business and receipt of reimbursement or other payments (“Authorizations”) relating to any portion of the Business or the Facility. For purposes of this Sublease, “Governmental Authority” shall mean any court, board, agency, licensing agency, commission, office, or authority or any governmental unit (federal, state, county, district, municipal, city, or otherwise) and any regulatory, administrative, or other subdivision, department, or branch of the foregoing, whether now or hereafter in existence, including any state licensing agency, accreditation agency, or any other quasi-governmental authority.
(c) Subtenant shall not commence to wind up and terminate the operations of the Facility or relocate the residents or occupants of the Facility to any other health care facility

(any such wind up, termination, or relocation, a “Facility Termination”), without first notifying Sublandlord and Owner of Subtenant’s intention to commence such Facility Termination, which notice may not be given sooner than sixty (60) days prior to the Termination Date, and provided that, if, within thirty (30) days after receipt of any such notice from Subtenant, Sublandlord or Owner notifies Subtenant that Sublandlord or Owner intends to transfer the operations of the Facility to a new operator or may desire to have Subtenant continue to operate the Facility, then Subtenant shall continue to operate the Facility until the earliest of the dates described in Section 8.2(b).
(d) Notwithstanding the foregoing, in the event Subtenant places personal property at the Facility that (i) does not replace Landlord Personal Property, and (ii) is permitted to be removed from the Facility under the Master Lease (“Subtenant Personal Property”), then

Subtenant may remove such Subtenant Personal Property from the Facility at any time on or before the termination of this Sublease; provided Subtenant shall immediately repair all damage to the Facility caused by any removal of the Subtenant Personal Property.
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(e) Any and all Subtenant Personal Property and property of Sublandlord (or any party claiming through Subtenant) which, by the terms of this Sublease or the Master Lease, remains in the Facility after the termination of this Sublease and the vacation of the Facility may, at the option of Sublandlord, be deemed to have been abandoned by Subtenant (or any party claiming through Subtenant) and either may be retained by Sublandlord as Sublandlord’s property without payment, credit, or compensation of any kind to Subtenant, or be disposed of, without accountability, in such manner as Sublandlord may see fit.

8.2
Transition of Operations.

(a) Upon the expiration or earlier termination of this Sublease, Sublandlord or its designee shall assume the responsibilities and obligations for the management and operation of the Facility in accordance with the Termination Operations Transfer Agreement between Subtenant and Sublandlord attached as Exhibit A to the Management Agreement (the

“Termination Operations Transfer Agreement”), and Subtenant shall cooperate fully with

Sublandlord or its designee to accomplish the transfer of the management and operations of the Facility in a manner that does not interrupt the operation of the Facility. In connection with the foregoing Subtenant shall:

(i) not commit any act or fail to take any action that would jeopardize any of the Authorizations of the Facility,

(ii) comply with all commercially reasonable requests for an orderly transfer of the Facility’s Authorizations,

(iii) transfer to Sublandlord or its designee the Medicare (or any successor program) provider agreement, and, if requested by Sublandlord or its designee, the Medicaid (or any successor program) provider agreement, and any third party payor agreements to which Subtenant is a party,

(iv) transfer to Sublandlord or its designee, subject to applicable residents confidentiality laws, all books and records relating to the Facility and its operations that are within Subtenant’s possession or control; and

(v) transfer, or assist Sublandlord or its designee in obtaining, all Authorizations held by Subtenant that relate to the operations of the Facility and which are necessary or appropriate for the continued operation of the Facility by Sublandlord or its designee.

(b) In connection with the transfer of the operations of the Facility to a new operator, upon notice from Sublandlord, Subtenant shall operate the Facility in accordance with the terms of this Sublease until the earliest to occur of (i) the transfer of operations has been completed in accordance with the Termination Operations Transfer Agreement or (ii) the date that is sixty (60) days after the Termination Date.
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(c) If  Subtenant  operates  the  Facility  at  Sublandlord’s  request  after  the

Termination Date, then, from and after the Termination Date and until the earliest to occur of

(i) the date on which a successor operator shall assume operation of the Facility, or (ii) the date

that
is
sixty
(60)
days
after
the
Termination
Date
(the
“Reimbursement
Period”),

(A) Sublandlord shall provide Subtenant with an operating budget, (B) Sublandlord shall include in the aforesaid operating budget, and Subtenant shall continue to pay, or cause to be paid, during the Reimbursement Period, all Sublease Rent that would have been owing under this Sublease as if this Sublease had not expired or terminated, and (C) provided that this Sublease was not terminated with respect to an Event of Default, and that no Event of Default is then existing, Sublandlord shall reimburse Subtenant for any operating deficits that Subtenant may be required to fund out-of-pocket on account of operating losses and expenses incurred by Subtenant by reason of, or arising out of compliance with, such budget with respect to the Reimbursement Period. Any such reimbursement shall be due from Sublandlord to Subtenant within thirty (30) days after request by Subtenant, provided that Subtenant shall furnish such documentation of any operating deficits, losses, and expenses as Sublandlord may reasonably request. The terms of this Section 8.2 shall survive the expiration or earlier termination of this Sublease from any part of the Subleased Premises.

(d) To the extent permitted by law, title to any license, provider contracts, operating permits, or any other documents evidencing compliance with any federal, state or local law, rule, regulation or ordinance obtained by Subtenant (or any party claiming under Subtenant, including Sublandlord) in order to operate the Facility as a skilled nursing facility shall be vested in Sublandlord or its designee upon any termination of this Sublease and shall not be utilized by Subtenant (or any party claiming under Subtenant) at any other facility.

(e) To effect Subtenant’s obligations in this Section 8.2, Subtenant hereby grants to Sublandlord an irrevocable power of attorney for the limited purpose of ensuring licensure or certification of the Facility is not jeopardized and to assure an orderly transfer of operational control of the Facility at the end of the Sublease Rental Term, if Subtenant fails to do so.

9. INDEMNIFICATION BY SUBTENANT. To the extent permitted by law, Subtenant shall indemnify, defend and hold Sublandlord and Owner and their respective shareholders, members, officers, directors, employees, representatives and agents harmless from any and all, claims, demands, obligations, losses, liabilities, damages, recoveries and deficiencies, including interest, penalties, costs and expenses (including reasonable attorneys’ fees) directly or indirectly arising from or as a result of (a) any breach or default of Subtenant of Section 8 of this Sublease, or
(b) the gross negligence or willful misconduct of Subtenant, its Affiliates or any of its or their respective employees or agents, directly (and not through Subtenant’s agent, Sublandlord or its Affiliates or any of its or their respective employees or agents) with respect to the use by Subtenant of the Facility during the Sublease Rental Term under this Sublease in violation of the terms of this Sublease. Subtenant’s obligations under this Section 9 shall survive the expiration or earlier termination of this Sublease.
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10. MISCELLANEOUS.
10.1
Conditions to Effectiveness of Sublease.

(a) As a condition precedent to the effectiveness of this Sublease and of each party’s obligations hereunder, each of the following shall have been satisfied: (i) Subtenant shall have obtained all licenses and permits necessary to allow it to legally perform its obligations under this Sublease; (ii) no suit, action or proceeding shall be pending in any court or before any governmental administrative body seeking to enjoin or otherwise prevent the consummation or performance of this Sublease by either party; (iii) all governmental authorizations, consents and approvals, if any, necessary to legal consummation of this Sublease shall have been obtained; and (iv) the execution by Owner of the Owner Consent. Notwithstanding anything else to the contrary, if DADS does not issue a nursing facility license and Medicaid provider agreement to Subtenant as of April 1, 2017, or earlier, then this Sublease shall, at the election of either party, be void ab initio.

(b) Required Court Approval. Notwithstanding anything to the contrary contained in this Sublease, as a condition precedent to the effectiveness of this Sublease and of Subtenant's obligations hereunder, on or before March 22, 2017 (the “Approval Deadline”), final approval of this sublease transaction by the Dallas County Commissioners Court (the “Court Approval”) shall have been obtained. Subtenant shall notify Sublandlord in writing upon obtaining the Court Approval. If Subtenant notifies Sublandlord on or before the Approval Deadline that Subtenant has been or will be unable to obtain the Court Approval, then this Sublease will automatically terminate as of the Approval Deadline, and the parties will have no further rights or obligations under this Sublease (except for any that expressly survive the termination). Subject to obtaining the Court Approval, Subtenant hereby represents and warrants to Sublandlord that Subtenant has full right and authority to execute and deliver this Sublease, and that each person signing on behalf of Subtenant is authorized to do so.

10.2 Notices. Sublandlord shall promptly forward to Subtenant, and Subtenant shall promptly forward to Sublandlord, any notice or other communication received by Sublandlord or Subtenant, as the case may be, from Owner or others relating to the Facility. To be effective, all notices, requests, consents, approvals, waivers, demands and other communications required or permitted to be given or made under this Sublease shall be in writing and shall be deemed delivered to the parties (a) on the date of personal delivery, transmission by facsimile with confirmation of completed transmission, or transmission by electronic mail with confirmation from the recipient of the successful delivery of such transmission, (b) on the first (1st) business day following the date of delivery to a nationally recognized overnight courier service, or (c) the third (3rd) business day following the date of deposit in the United States Mail, postage prepaid, or by certified mail, in each case, addressed as follows, or to such other address or Person as any party may designate by notice to the others in accordance herewith:
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If to Subtenant:

Dallas County Hospital District

d/b/a Parkland Health & Hospital System

5201 Harry Hines Boulevard

Dallas, Texas 75235

Attention: Chief Executive Officer

Fax Number: (214) 590-8077



If to Sublandlord: c/o Nexion Health, Inc. 6937 Warfield Avenue Sykesville, Maryland 21784 Attention: Francis P. Kirley Fax Number: (410) 552-4811

With a copy to:

Dallas County Hospital District

d/b/a Parkland Health & Hospital System

5201 Harry Hines Boulevard

Dallas, Texas 75235

Attention: General Counsel

Fax Number: (214) 590-4686



With a copy to:

Arnold & Porter Kaye Scholer LLP

250 West 55th Street

New York, New York 10019-9710

Attention: John R. Fallon, Jr., Esq.

Fax Number: (212) 836-6802

10.3 Amendments. This Sublease may not be changed or terminated verbally or in any manner other than by an agreement in writing and signed by the party against whom enforcement of the change or termination is sought. There have been no representations or statements, verbal or written, that have been relied on by any party hereto, except those expressly set forth in this Sublease. Sublandlord agrees not to amend the Master Lease in any manner that would materially and adversely affect Subtenant without the written consent of Subtenant, which consent shall not be unreasonably withheld, conditioned or delayed.

10.4 Entire Agreement. All Exhibits and Schedules to this Sublease shall constitute part of this Sublease and shall be deemed to be incorporated in this Sublease by reference and made a part of this Sublease as if set out in full at the point where first mentioned. This Sublease embodies the entire agreement and understanding of the parties related to its subject matter and supersedes all prior proposals, understandings, agreements, correspondence, arrangements and contemporaneous oral agreements relating to subject matter of this Sublease. No representation, promise, inducement or statement of intention has been made by any party that has not been embodied in this Sublease.

10.5 Successors and Assigns. Subject to Section 10.6, the terms, covenants and conditions contained herein shall be binding upon and inure to the benefit of the parties hereto and their respective heirs, successors, executors, administrators, and assigns. The term “Sublandlord” in this Sublease shall include Sublandlord, its successors, and assigns. The term “Subtenant” shall include Subtenant and its permitted successors and assigns.

10.6 Sublease and Assignment. Subtenant may not make any assignment of this Sublease or any right hereunder, nor enter into any sublease of all or any part of the Facility, without (a) all consents required under the Master Lease, and (b) the prior consent of Sublandlord in each instance. For purposes of this Section 10.6, Subtenant will be deemed to have made an assignment if, at any time during the Sublease Rental Term, the management of the Facility is contracted out to anyone other than Sublandlord. In all instances, Subtenant shall
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remain liable for payment of Sublease Rent required hereunder and for the performance of all other terms of this Sublease required to be performed by Subtenant. Subtenant shall be entitled to cure any defaults by any assignee during the same period allowed to the assignee for curing such default.

10.7 Recordation. Subtenant shall have the right to record a Memorandum of Sublease regarding this Sublease, subject to the terms of the Master Lease.

10.8 Only Landlord and Tenant Relationship. Nothing contained in this Sublease shall be deemed, or be construed by the parties hereto, or by any third person, to create the relationship of principal and agent or partnership or of joint venture or of any association between Sublandlord and Subtenant, and no provision contained in this Sublease, or any acts of the parties hereto, shall be deemed to create any relationship between Sublandlord and Subtenant, other than the relationship of landlord and tenant.

10.9 Brokers. Each of the parties hereto (a) represents and warrants to the other that it has not dealt with any broker or finder in connection with this Sublease; and (b) indemnifies and holds the other harmless from any and all losses, liability, costs or expenses (including, without limitation, reasonable and documented attorneys’ fees), incurred as a result of an alleged breach of the foregoing warranty.

10.10 Time is of the Essence. Time is of the essence, and whenever action must be taken (including the giving of notice or the delivery of documents) hereunder during a certain period of time or by a particular date that ends or occurs on a Saturday, Sunday, or federal holiday, then such period or date shall be extended until the immediately following business day.

10.11 Governing Law and Venue. This Sublease is made under and shall in all respects be governed by, and construed and enforced in accordance with, the internal laws of the State of Texas and is to be interpreted and construed without regard to conflicts of law principles. Venue in any judicial proceeding in regard to this Sublease shall be in Dallas County, Texas.

10.12 Severability. If any provision of this Sublease is held to be invalid, illegal or unenforceable in any respect by a court of competent jurisdiction, it shall be ineffective to the extent of such invalidity, illegality or unenforceability, and the validity, legality and enforceability of the remaining provisions contained herein shall remain in full force and effect and shall not be affected thereby.

10.13 Waiver. No failure or delay on the part of any party hereto in the exercise of any power or right, and no course of dealing between Sublandlord and Subtenant shall operate as a waiver of such power or right, nor shall any single or partial exercise of any power or right preclude other or further exercise thereof or the exercise of any other power or right. No waiver by a party hereto of any condition or of any breach of any term contained in this Sublease shall be effective unless in writing, and no waiver in any one or more instances shall be deemed to be

64068192_6
-15-

a further or continuing waiver of any such condition or breach in other instances or a waiver of any other condition or breach of any other term.

10.14 Attorneys’ Fees. In the event either party brings an action against the other to enforce any condition or covenant of this Sublease, the prevailing party in such action shall be entitled to recover the court costs and reasonable and documented attorneys’ fees in the judgment rendered through such action.

10.15 Counterparts. This Sublease may be executed in counterparts, both of which executed counterparts shall together constitute a single document. Signature pages may be detached from the counterparts and attached to a single copy of this document to physically form one document. Executed copies of this Sublease may be delivered via facsimile or electronic mail, each of which and all of which shall constitute a delivery of originally signed copies of this Sublease.

10.16 Interpretation. Because each party has been represented by counsel and this Sublease has been freely and fairly negotiated, all provisions shall be interpreted according to their fair meaning and shall not be strictly construed against any party. Whenever the words “including”, “include”, or “includes” are used in this Sublease, they shall be interpreted in a non-exclusive manner as though the words “without limitation” immediately followed. Whenever the words “day” or “days” are used in this Sublease, they shall mean “calendar day” or “calendar days” unless expressly provided to the contrary. The captions and headings of Articles and Sections of this Sublease have been intended solely for convenience of reference and shall not control or affect the meaning or construction of any of the provisions of this Sublease. The table of contents preceding this Sublease is inserted for convenience of reference only and shall not control or affect the meaning or construction of any of the provisions of this Sublease. Unless otherwise expressly provided, references to any “Section” mean a Section of this Sublease (including all subsections) and to any “Exhibit” or “Schedule” mean an exhibit or schedule attached hereto.

10.17 Anti-Terrorism Representations. Subtenant hereby represents and warrants that neither Subtenant, nor any persons or entities holding any legal or beneficial interest whatsoever in Subtenant, are (a) the target of any sanctions program that is established by Executive Order of the President or published by the Office of Foreign Assets Control, U.S. Department of the Treasury (“OFAC”), (b) designated by the President or OFAC pursuant to the Trading with the Enemy Act, 50 U.S.C. App. § 5, the International Emergency Economic Powers Act, 50 U.S.C.

· 1701-06, the Patriot Act, Public Law 107-56, Executive Order 13224 (September 23, 2001), or any Executive Order of the President issued pursuant to such statutes, or (c) named on the following list that is published by OFAC: “List of Specially Designated Nationals and Blocked Persons” (collectively, “Prohibited Persons”). Subtenant hereby represents and warrants to Sublandlord that no funds tendered to Sublandlord by Subtenant under the terms of this Sublease are or will be directly or indirectly derived from activities that may contravene U.S. federal, state, or international law, including anti-money laundering laws. If the foregoing representations are untrue at any time during the Sublease Rental Term, an Event of Default will be deemed to
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have occurred, without the necessity of notice to Subtenant. Subtenant shall not during the Sublease Rental Term engage in any transactions or dealings, or be otherwise associated with, any Prohibited Persons in connection with the use or occupancy of the Facility. A breach of the representations contained in this Section 10.17 by Subtenant shall constitute a material breach of this Sublease and shall entitle Sublandlord to any and all remedies available hereunder, or at law or in equity.

10.18
Subtenant is Political Subdivision. Sublandlord acknowledges and agrees that

(a) Subtenant is a political subdivision of the State of Texas, and (b) notwithstanding anything to the contrary in this Sublease, Subtenant shall have the right during the Term of this Sublease, upon the failure of its governing body and/or the Dallas County Commissioners Court to appropriate finances to meet the terms and obligations herein, to terminate this Sublease as of the effective date of such lack of fiscal funding. This Section shall be effective only so long as Subtenant or any successor or permitted assignee of Subtenant under this Sublease is a political subdivision of the State of Texas, and not otherwise.

SIGNATURE PAGE FOLLOWS
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IN WITNESS WHEREOF, the parties have executed and delivered this Sublease Agreement as of the Commencement Date.

SUBLANDLORD:

NEXION HEALTH AT FORNEY, INC.

By:


Name: Francis P. Kirley


Title: President and Chief Executive Officer


SUBTENANT:

DALLAS COUNTY HOSPITAL DISTRICT

D/B/A PARKLAND HEALTH & HOSPITAL

SYSTEM

By:


Name: Frederick Cerise


Title: President and Chief Executive Officer
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EXHIBIT A

FACILITY

Ridgecrest Healthcare and Rehabilitation Center

561 East Ridgecrest Road

Forney, Texas 75126

116 Licensed Beds
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EXHIBIT B

REAL PROPERTY

SEE ATTACHED
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