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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD 
APPLICATION FOR PERMIT 

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CE;t(f!~WEIQ) 

This Section must be completed for all projects. AUG 2 1 2015 

Health Plannin Area: 097 

Applicant ICo-Applicant Identification 
[Provide for each co-applicant [refer to Part 1130.220l 

Exact Legal Name: Transitional Care of Lake County, LLC 

Address: 1125 N. Milwaukee Ave, Libertyville, IL 60048 
Name of Registered Agent: Steven L. Baerson, 1 N La Salle St., Ste 1350, Chicago, IL 60602 
Name of Chief Executive Officer: Brian Cloch CEO 
CEO Address: 3333 Warrenville Rd Suite 200, Lisle IL 60532 
Telephone Number: 847-309-6000 

o o 
~ 

Non-profit Corporation 
For-profit Corporation 
Limited Liability Company 

o o o 
Partnership 
Governmental 
Sole Proprietorship o 

o Corporations and limited liability companies must provide an Illinois certificate of good 
standing. 

Other 

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

Primary Contact 
[Person to receive ALL correspondence or inquiries) 
Name: Charles Sheets 
Title: Attorney 
Company Name: Polsinelli P.C. 
Address: 161 North Clark Street, Suite 4200, Chicago, IL 60601 
Telephone Number: 312-873-3605 
E-mail Address: csheets@polsinellLcom 
Fax Number: 312-873-3793 
Additional Contact 
rPerson who is also authorized to discuss the application for permit] 
Name: Nicholas J. Lynn 
Title: Attorney 
Company Name: Duane Morris LLP 
Address: 190 South LaSalle Street, Suite 3700 
Tele~hone Number: 312-499-6731 
E-mail Address: NJLynn@duanemorris.com 
Fax Number: 312-499-6701 

I$'- otf.1 
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD 
APPLICATION FOR PERMIT 

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION 

This Section must be completed for all projects. 

FacilitylProject Identification 
Facility Name: Winchester House 
Street Address: 1125 N. Milwaukee Ave 
City and Zip Code: Libertyville IL 60048 
County: Lake Health Service Area 8 Health Planning Area: 097 

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

Exact Legal Name: County of Lake 

Address: 18 N. County Street, 10th Floor Waukegan, IL 60085 
Name of Registered Agent: 
Name of Chief Executive Officer. Aaron Lawlor, County Board Chair 
CEO Address: 18 N. County Street, 10th Floor, Waukegan, IL 60085 
Telephone Number: 847-377-2300 

o o o 

of Ownersh 

Non-profit Corporation 
For-profit Corporation 
Limited Liability Company 

o 
~ o 

Partnership 
Governmental 
Sole Proprietorship o 

o Corporations and limited liability companies must provide an Illinois certificate of good 
standing. 

Other 

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

Primary Contact 
[Person to receive ALL correspondence or inquiries) 
Name: Charles Sheets 
Title: Attorney 
Company Name: Polsinelli P.C. 
Address: 161 North Clark Street. Suite 4200, Chicago, IL 60601 
Tele~hone Number: 312-873-3605 
E-mail Address: csheets@polsineilLcom 
Fax Number: 312-873-3793 .. 
Additional Contact 
Person who is also authorized to discuss the a 

Name: Nicholas J. L nn 
Title: Attorne 
C NOM' LLP ompany ame: uane oms 

i Address: 190 South LaSalle Street, Suite 3700 
Telephone Number: 312-499-6731 
E-mail Address: NJLynn@duanemorris.com 
Fax Number: 312-499-6701 
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Post Permit Contact 
[Person to receive all correspondence subsequent to permit issuance-THIS PERSON MUST BE 
EMPLOYED BY THE LICENSED HEALTH CARE FACILITY AS DEFINED AT 20 ILCS 3960 
Name: Brian Cloch 
Title: CEO 
Company Name: Transitional Care of Lake County, LLC 
Address: 3333 Warrenville Rd, Suite 200, Lisle, IL 60532 
Telephone Number: 847-309-6000 
E-mail Address: bcloch@tc-mgmt.com 
Fax Number: 

Site Ownership 

o 
o 
/0 

Non-profit Corporation 
For-profit Corporation 
Limited Liability Company 

o 
o o 

Partnership 
Governmental 
Sole Proprietorship o Other 

o Corporations and limited liability companies must provide an Illinois Certificate of Good Standing. 
o Partnerships must provide the name of the state in which organized and the name and address of 

each partner specifying whether each is a general or limited partner. 
o Persons with 5 percent or greater interest in the licensee must be identified with the % of 

own 

uz;ul(:mal Relationshi 
Provide (for each co-applicant) an organizational chart containing the name and relationship of any 
person or entity who is related (as defined in Part 1130.140). If the related person or entity is partiCipating 
in the development or funding of the project, describe the interest and the amount and type of any 
financial contribution. 
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Flood Plain Requirements 

Provide documentation that the project complies with the requirements of Illinois Executive Order #2005·5 
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements 
please provide a map of the proposed project location showing any identified floodplain areas. Floodplain 
maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.orq. This map must be in a 
readable fonnat. In addition please provide a statement attesting that the project complies with the 

uirements of Illinois Executive Order #2005-5 

Historic Resources Preservation Act Requirements 

regarding compliance with the requirements of the Historic Resources 

DESCRIPTION OF PROJECT 
1. Project Classification 
[Check those applicable - refer to Part 1110.40 and Part 1120.20(b)] 

Part 1110 Classification: 

o Substantive 

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

The County of Lake ("Lake County" or "County") has been the operator and licensee of Winchester House 
since 1847. The proposed project contemplates a transfer of the operational control of the facility from 
Lake County to Transitional Care of Lake County, LLC ("Transitional Care"). Upon HFSRB approval, 
Transitional Care will apply to the Illinois Department ofPubIic Health ("IDPH") to become the licensee, 
necessitating a change of ownership, while Lake County will remain the owner of the site and structure. 
As this is currently a County-owned and -operated facility, it is not exempt from obtaining HFSRB 
approval for the change of ownership. 

The anticipated date for this transaction to occur is as soon after receiving HFSRB approval that IDPH 
issues the license to Transitional Care. Transitional Care has already taken over the operation of the facility 
pursuant to a management agreement. 

Pursuant to 77 111. Admin. Code J 11 OAO(b), the proposed change of ownership constitutes a non­
substantive project. 
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Project Costs and Sources of Funds 

Complete the following table listing all costs (refer to Part 1120.110) associated with the project. When a 
project or any component of a project is to be accomplished by lease, donation, gift, or other means, the 
fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated 
project cost. If the project contains non-reviewable components that are not related to the provision of 
health care, complete the second column of the table below. Note, the use and sources of funds must 
equal. 

-6-
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Related Project Costs 
Provide the following information, as applicable. with respect to any land related to the project that 
will be or has been acquired during the last two calendar years: 

Land acquisition is related to project 0 Yes li!J No 
Purchase Price: $ _______ _ 
Fair Market Value: $ ______ _ 

The project involves the establishment of a new facility or a new category of service 
DYes li!J No 

If yes. provide the dollar amount of all non-capitalized operating start-up costs (including 
operating deficits) through the first full fiscal year when the project achieves or exceeds the target 
utilization specified in Part 1100. 

Estimated start-up costs and operating deficit cost is $ ______ _ 

o Preliminary 

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

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

n will occur after 

State Agency Submittals 
Are the following submittals up to date as applicable: . 

o Cancer Registry 
DAPORS 
~ All formal document requests such as IDPH Questionnaires and Annual Bed Reports been 
submitted 
D All reports regarding outstanding permits 
Failure to be up to date with these requirements will result in the application for permit being 
deemed incomplete. 

-7-
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Cost Space Requirements 

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

Dept./ Area 

NON 
REVIEWABLE 

Cost 

Gross Square Feet 

Existing Proposed 

-8-

Amount 

New 
Const. 



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition 

Facility Bed Capacity and Utilization 

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

FACILITY NAME: I CITY: 

REPORTING PERIOD DATES: From: to: 

Category of Service Authorized Admissions Patient Days Bed Proposed 
Beds Changes Beds 

Medical/Surgical 

Obstetrics 

Pediatrics 

Intensive Care 

Comprehensive Physical 
Rehabilitation 

Acute/Chronic Mental Illness 

Neonatal Intensive Care 

General Lona Term Care 

Specialized Long Term Care 

Long Term Acute Care 

Other ((identify) 

TOTALS: 

-9-
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CERTIFICATION 
The application must be signed by the authorized representative(s) of the applicant entity. The 
authorized representative(s) are: 

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

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

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

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

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

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

PRINTED NAME 

Manager 

PRINTED TITLE 

Notarization: 
SUbj~d and swoJ.n to before me 
this day of ~f> IJ~, 

OFFIClA.L SEAL 
Seal DIANE LUCIA·· 

NOTARY PUBLIC· STATE OF ILLINOIS 
MY COMMISSION EXPIRES:04101/17 

*Insert EXACT/egal nar It: VI U1t:' ~t"'t"' ,~~, •• 

-10-

SIGNATURE 

PRINTED NAME 

PRINTED TITLE 

Notarization: 
Subscribed and sworn to before me 
this __ day 

Signature of Notary 

Seal 
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CERTIFICATION 
The application must be signed by the authorized representative(s) of the applicant entity_ The 
authorized representative(s) are: 

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

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

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

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

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

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

~/~~ 
~ .2rPlf~ If: (~L.(7~ 
PRINTED NAME . PRINTED NAME 

~ -N "T' ""\ eo ~~ (~f'\\'Ii?~ {ltfltV'tt6tl- /kACPt AAJP 
PRINTED TITLE C t>.~ ... PRINlED TIT~ • 4 L 

Notarization: 
Subscri'?tCi and swom to before me I 
thisleLdayof ~LA~ 

"OFFICIAL SEAt:' 
J R RICE 

• I,~OTARY PUBLIC, STATE OF ILLINOIS 
"Insert E«~r.;. ~ a _ 

rNr 1i..I¥;''? JU1( VIC" 6" J {...11 r"&. 

Notarization: 
SUbrr~ and sw~ before me ~ f..D 6 
this day of 9"& ~ 

,At:="1-....--

-11-

"OFFICIAL SEAl: 
J R RICE 

NOTARY PUBLIC, STATE OF ILLINOIS 
MY COMMISSION EXPIRES 01-22-18 
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SECTION II. DISCONTINUATION 

This Section is applicable to any project that involves discontinuation of a health care facility or a category 
of service. NOTE: If the project is solely for discontinuation and if there is no project cost, the remaining 
Sections of the application are not applicable. 

Criterion 1110.130 - Discontinuation 

READ THE REVIEW CRITERION and the .n'''''.'''· .... information: 
GENERAL INFORMATION REQUIREMENTS 

1. Identify the categories of service and the number of beds, if any that is to be discontinued. 

2. Identify all of the other clinical services that are to be discontinued. 

3. Provide the anticipated date of discontinuation for each identified service or for the entire facility. 

4. Provide the anticipated use of the physical plant and equipment after the discontinuation occurs. 

5. Provide the anticipated disposition and location of all medical records pertaining to the services 
being discontinued, and the length of time the records will be maintained. 

6. For applications involving the discontinuation of an entire facility, certification by an authorized 
representative that all questionnaires and data required by HFSRB or DPH (e.g., annual 
questionnaires, capital expenditures surveys, etc.) will be provided through the date of 
discontinuation, and that the required information will be submitted no later than 60 days following 
the date of discontinuation. 

The applicant shall state the reasons for discontinuation and provide data that verifies the need for the 
proposed action. See criterion 1110. 130(b) for examples. 

1. Document that the discontinuation of each service or of the entire facility will not have an adverse 
effect upon access to care for residents of the facility's market area. 

2. Document that a written request for an impact statement was received by all existing or approved 
health care facilities (that provide the same services as those being discontinued) located within 
45 minutes travel time of the applicant facility. 

3. Provide copies of impact statements received from other resources or health care facilities 
located within 45 minutes travel time, that indicate the extent to which the applicant's workload 
will be absorbed without conditions, limitations or discrimination. 

-12-
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SECTION 111- BACKGROUND, PURPOSE OF THE PROJECT. AND ALTERNATIVES -
INFORMATION REQUIREMENTS 

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

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

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

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

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

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

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

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

3. Identify the existing problems or issues that need to be addressed, as applicable and appropriate for the 
project [See 111 O.230(b) for examples of documentation.) 

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

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

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

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

-13-
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ALTERNATIVES 

1) Identify ALL of the alternatives to the proposed project: 

Alternative options must include: 

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

8) Pursuing a joint venture or similar arrangement with one or more providers or 
entities to meet all or a portion of the project's intended purposes; developing 
alternative settings to meet all or a portion of the project's intended purposes; 

C) Utilizing other health care resources that are available to serve all or a portion of 
the population proposed to be served by the project; and 

D) Provide the reasons why the chosen alternative was selected. 

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

3) The applicant shalf provide empirical evidence, including quantified outcome data that 
verifies improved quality of care, as available. 

-14-
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SECTION VI- MERGERS. CONSOLIDATIONS AND ACQUISITIONS/CHANGES OF 
OWNERSHIP 

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

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

A. Criterion 111 O.240(b).lmpact 
Read the criterion and provide an impact statement that contains the following information: 

1. Any change in the number of beds or services currentfy offered. 
2. Who the operating entity will be. 
3. The reason for the transaction. 
4. Any anticipated additions or reductions in employees now and for the two years following 

completion of the transaction. 
S. A cost-benefit analysis for the proposed transaction. 

B. Criterion 1110.240(c). Access 
Read the criterion and provide the following: 

1. The current admission policies for the facilities involved in the proposed transaction. 
2. The proposed admission policies for the facilities. 
3. A letter from the CEO certifying that the admission policies of the facilities involved will 

not become more restrictive. 

C. Criterion 111 O.240(d). Health Care System 
Read the criterion and address the following: 

1. Explain what the impact of the proposed transaction will be on the other area providers. 
2. List all of the facilities within the applicant's health care system and provide the following 

for each facility. 
a. the location (town and street address): 
b. the number of beds; 
c. a list of services; and 
d. the utilization figures for each of those services for the last 12 month period. 

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

4. Provide time and distance information for the proposed referrals within the system. 
S. Explain the organization policy regarding the use of the care system providers over area 

providers. 
6. Explain how duplication of services within the care system will be resolved. 
7. Indicate what services the proposed project will make. available to the community that are 

not now available. 

-15-
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The following Sections DO NOT need to be addressed by the applicants or co-applicants responsible for 
funding or guaranteeing the funding of the project if the applicant has a bond rating of A· or better from 
Fitch's or Standard and Poor's rating agencies, or A3 or better from Moody's (the rating shall be affirmed 
within the latest 18 month period prior to the submittal of the application): 

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

VIII. - 1120.120 - Availability of Funds 

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

$1.236.960 

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

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

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

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

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

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

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

3) For mortgages, a letter from the prospective lender attesting to the expectation 
of making the loan in the amount and time indicated, Including the anticipated 
interest rate and any conditions assOCiated with the mortgage, such as, but not 
limited 10, adjustable interest rates. balloon payments, etc.; 

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

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

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

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

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

-16-
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IX. 1120.130 - Financial Viability 

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

The applicant is not required to submit financial viability ratios if: 
1. "A" Bond rating or better . 
2. All of the projects capital expenditures are completely funded through internal sources 
3. The applicant's current debt financing or projected debt financing is insured or anticipated to be 

insured by MBIA (Municipal Bond Insurance Association Inc.) or equivalent 
4. The applicant provides a third party surety bond or performance bond letter of credit from an A 

rated guarantor. 

The appl or that is 
viability ratios for the three years for which audited financia are available and for the full 
fiscal year at target utilization, but no more than two years following project completion. When the applicant's 
facility does not have facility specific financial statements and the facility is a member of a health care system that 
has combined or consolidated financial statements, the system's viability ratios shall be provided. If the health care 
system includes one or more hospitals, the system's viability ratios shalf be evaluated for conformance with the 
applicable hospital standards. 

Current Ratio 

Net Margin Percentage 

Percent Debt to Total Capitalization 

Projected Debt Service Coverage 

Days Cash on Hand 

Cushion Ratio 

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

2. Variance 

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

-17-
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X. 1120.140· Economic Feasibility 

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

A. Reasonableness of Financing Arrangements 

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

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

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

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

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

B. Conditions of Debt Financing 

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

1) That the selected form of debt financing for the project will be at the lowest net cost 
available; 

2) That the selected form of debt financing will not be at the lowest net cost available, but is 
more advantageous due to such terms as prepayment privileges, no required mortgage, 
access to additional indebtedness, term (years), financing costs and other factors; 

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

C. Reasonableness of Project and Related Costs 

Read the criterion and provide the following: 

Department 
(list below) 

Contingency 

TOTALS 

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

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE 

A 8 

Cost/Square Foot 
New Mod. 

C D E F 

Gross Sq, Ft. Gross Sq. Ft. 
ew Circ.* Mod, Circ" 

G H 

Const. $ ! Mod. $ 
(A x C) (8 x E) 

Total 
Cost 

(G + H) 

* I nelude the percentaqe(%} of space for circulation 
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The applicant shall provide the projected direct annual operating costs (in current dollars per equivalent 
patient day or unit of service) for the first full fiscal year at target utilization but no more than two years 
following project completion. Direct cost means the fully allocated costs of salaries, benefits and supplies 
for the service. 

E. Total Effect of the Project on Capital Costs 

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

XI. Safety Net Impact Statement 

SAFETY NET IMPACT STATEMENT that describes all of the following must be submitted for ALL SUBSTANTIVE AND 
DISCONTINUATION PROJECTS: 

1. The project's material impact, if any, on essential safety net services in the community, 10 the eldent that it is feasible for an 
applicant to have such knowledge. 

2. The projecfs impact on the ability of another provider or health care system to cross-subsidize safety net services, if reasonably 
known to the applicant. 

3. How the discontinuation of a facility or service might impact the remaining safety net providers in a given community. if 
reasonably known by the applicant. 

Safety Net Impact Statements shall also include all of the following: 

1. For the 3 fiscal years prior to the application. a certificalion ~escribing the amount of chanty care provided by the applicant. The 
amount calculated by hospital applicants shall be in accordance with the reporting requirements for charity care reporting in the 
Illinois Community Benefits Act. Non-hospital applicants shall report charity care, at cost, in accordance with an appropriate 
methodology specified by the Board. 

2. For the 3 fiscal years prior to the application, a certification of the amount of care provided to Medicaid patients. Hospital and non-
hospital applicants shall provide Medicaid information in a manner consistent with the information reported each year to the Illinois 
Department of Public Health regarding "Inpatients and Outpatients Served by Payor Source" and "Inpatient and Outpatient Net 
Revenue by Payor Source" as required by the Board under Section 13 of this Act and published in the Annual Hospital Profile. 

3. Any information the applicant believes is directly relevant to safety net services, including information regarding teaching. 
research, and any other service. 

A table in the following format must be provided as part of Attachment 43. 

Safety Net Information per P A 96-0031 

CHARITY CARE 

Charity (# of patients) 
Year Vear Year 

Inpatient 

Outpatient 

Total 

Charity (cost In dollars) 

Inpatient 

Outpatient 
Total 

MEDICAID 

Medicaid (# of patients) Year Year Year 

Inpatient 

Outpatient 

Total 

-19-
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XII. Charity Care Information 

Care information 

1. All applicants and co-applicants shall indicate the amount of charity care for the latest three audited fiscal years, the cost 
of charity care and the ratio of that charity care cost to net patient revenue. 

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

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

Charity care" means care provided by a health care facility for which the provider does not expect to receive payment from 
the patient or a third-party payer. (20 ILCS 396013) Charity Care must be provided at cost. 

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

CHARITY CARE 

Year Year Year 

Net Patient Revenue 

Amount of Charity Care (charges) 

Cost of Charity Care 

-20- -------



Section I, Identification, General Information, and Certification 
Applicants 

A Certificate of Good Standing for the applicant, Transitional Care of Lake County, LLC is attached at 
Attachment - 1. 

Attachment - 1 
50837528.3 

-21-



File Number 0528106-7 

To all to whom these Presents Shall Come, Greeting: 

I, Jesse White, Secretary of State of the State of Illinois, do hereby 
certify that I am the keeper of the records of the Department of 
Business Services. I certify that 
TRANSITIONAL CARE OF LAKE COUNTY, LLC, HAVING ORGANIZED IN THE STATE OF 
ILLINOIS ON MAY 08, 2015, APPEARS TO HAVE COMPLIED WITH ALL PROVISIONS OF 
THE LIMITED LIABILITY COMPANY ACT OF THIS STATE, AND AS OF THIS DATE IS IN 
GOOD STANDING AS A DOMESTIC LIMITED LIABILITY COMPANY IN THE STATE OF 
ILLINOIS. 

In Testimony Whereof, I hereto set 

my hand and cause to be affixed the Great Seal of 

the State of Illinois, this 20TH 

day of JULY A.D. 2015 • 

Authentication #: 1520102054 verifiable until 07120/2016· 

Authenticate at: http://www.cyberdriveillinois.com 

-22-
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Section I, Identification, General Information, and Certification 
Site Ownership 

The Lease and Management Agreement between County of Lake and Transitional Care of Lake County, 
LLC to lease the facility at 1125 N. Milwaukee Ave, Libertyville, IL 60048 is attached at Attachment - 2. 

Attachment - 2 
50831528.3 
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LEASE AND MANAGEMENT AGREEMENT 

between 

. . ......... ... _- .. ,..,." ...... ····,·· .... ·,··_-_···,-·"COUNTYOF·:LA:KE·' .. -. 

an lllinois municipal corporation 

LalldloTt/ 

and 

TRANSITIONAL CAnE OF LAKE COUNTY, LLC 
an Illinois Limited Liability Company 

Tenant 

May 12,2015 

-24-
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LEASE AND MANAGEMENT AGREEMENT 

This Lease and Management Agreement ("Agreement") is made and entered into as of the 12lh 

day of May, 2015 (the "Signing Date"), between the COUNTY OF LAKE, an Illinois unit of 
local government CLandlm'd"), and. TRANSITIONAL CARE OF LAKE COUNTY, LLC, 
an Illinois Limited Liability Company ("Tenant"), 

RECITALS: 

WHEREAS, Landlord is the owner of that certain tract of land, improved with a 224 
licensed bed skilled nursing facility commonly known as Winchester House and located at 
1125 NOI1h Milwaukee Avenue, Libertyville, Illinois 60048, as more particularly described in 
Exhibit A attached hereto and made a part hereof (the "Premises"); 

WHEllEAS, Landlord is the licensed operator and owner of the Premises, including all 
"'of the' furnishings; furnitul'c; '-equipmei1t~gtlpplies'l\nd'fixtltreius'ed'irr'oraboUl;l:lndTequired 'for 

the use of the Premises as a 224 licensed bed skilled llursing facility (the "Facility"); 

WHEREAS, the County Board of the County of Lake (the "County Board") 
established the Winchester House Advisory Board (the "WHAB'I) to. among other things, 
recommend the best option for constructing a new skilled nursing facjJity; 

WHEREAS, the WHAB recommended the Landlord issue a Request for Proposal 
(attached as Exhibit J) to solicit proposals from qualified entities in the pIivate sector to lease 
the Facility, to become the licensee, and to provide for a replacement facility (the "Replacement 
Facility") by the end of the ternl of the lease; 

WHEREAS, part of the Illinois Counties Code, 55 IlL Compo Stat. § 515·21001, 
authorizes Landlord to establish and maintain a county nursing home, as well as to sell, dispose 
of or lease for any term, any part of the home properties in such manner and upon such telms as 
it deems best for the interest of Lake County; 

WHEREAS, Tenant submitted a proposal to lease the Facility and to construct a 
Replacement Facility suitable to house the existing residents in a fully operational skilled nursing 
facility at the conclusion of the Ternl of this Agreement; 

WHEREAS, Landlord desires to lease the Facility to Tenant, to relinquish its IDPH 
Facility license in favor of Tenant, and to have Tenant lease. manage and operate the Facility; 

WHEREAS, Tenant desires to lease, manage and operate the Facility; 

WHEREAS, Tenant desires to construct a Replacement Facility suitable to house the 
existing residents in a fully operational skilled nursing facility at the conclusion of the Term; 

WHEREAS, the parties hereto have agreed to the ternlS and conditions of this 
Agreement; 
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WHEREAS, contemporaneously with entel'ing into this Agreement, the parties are 
entering into an operations transfer agreement (the "Opcl1dions Transfer Agreement") to 
facilitate the orderly transition of the operations of the Facility to Tenant; 

WHEllEAS, this Agreement and the transactions contemplated herein were authorized 
by the County Board at its regular meeting on May 12, 2015; and 

NOW THEREFORE, in consideration of the promises and mutual agreements 
contained herein and for consideration received by the parties, the receipt and sufficiency of 
which is hereby acknowledged. the parties, intending to be legally bound. agree that the lise and 
occupancy of the Facility and construction of the Replacement Facility shall be subject to and in 
accordance with the terms, conditions and provisions of this Agreement as follows: 

ARTICLE 1 
----.-.---.. ~.--.-.-------~-- ~-.~REAMBLES·AND-ImRODUCT_ION -----.. _ .. ---. -~-----~----- ... -----

1.1 Incorporation of Recitals. The preceding recitals are hereby made a part of the 
contractual provisions of this Agreement to the same extent as if specificalJy set forth in full in 
this Article I. 

1.2 Three Phases. By way of introduction, the parties agree that this Agreement shall 
be comprised of three essential phases, each having a distinct operating schedule and 
requirements for the Tenant. The actions to occur during each of the three phases are 
sWllmarized below, and are further described throughout this Agreement. Collectively, the 
actions contemplated by this Agreement to occur during each of the three phases are referred to 
ill this Agl'cement as the "Transaction." 

Phase J: Interim OjJel'ation & Management Under Landlord's License: 

Phase I shall commence as of the Effective Date (as defined in Article 2). 
During Phase I, Tenant shall take aU commercially reasonable actions 
necessary to secure all Healthcare Licenses and Approvals needed to 
operate the Facility, During the pendency of Tenant's receipt of the 
Healt11care Licenses and Approvals. Tenant shall assist Landlord (or 
Landlord's agent) by becoming the interim manager of the Facility. 
Tenant shall manage the provision of services at the Facility for the bealth, 
safety, nursing cat'e, and welfare of all Facility residents ill accordance 
with the Lake County Mission (as defined in Article 2), utilizing 
Landlord's existing nursing facility license issued by IDPH. 

During Phase I, Tenant shall work cooperatively with Landlord to assure a 
smooth transition to Phase II. Such transition shall include, but not be 
limited to, installation of systems and procedures by Tenant needed to 
operate and sustain operations, performing inventory of existing movable 
equipment and supplies, establishing cut-off procedures for accounts 
receivable and accounts payable, assembling a workforce, transferring 
applicable contractual obligations to Tenant and such othef practices 
necessary for the transition of the Facility operation to Tenant. In addition, 

2 
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Phase II: 

during Phase I, Tenant shall use its best efforts to meet the milestones set 
forth and established in the Phase I Milestones, attached hercto and 
incorporated herein as Exhibit C. 

Phase I shall terminate upon Tenant's receipt of both: (a) the CHOW 
CON Approval (as defined in Section 1.3); and (b) the Healthcare 
Licenses and Approvals (as defined in Article 2) to become the new 
licensee of Facility. Should Tenant not obtain the CHOW CON and 
Healthcare Licenses & Approvals for any reason, the parties shall proceed 
as set forth in Section].3 of this Agreement. 

Operation & Management untler Teltant's New License: 

Phase II shall commence upon Tenant's receipt of the Healthcal'e'Licenses 
···'-·"""·----"'·----"·'·-'·""'and-'Al,prova!s·to·become-the'1ww·J:::icensee'of'FacHity:'-'During-Phase'H;'" 

Tenant shall continue to provide for the health, safety, nursing care and 
welfare of all Facility residents, and shall be the sole operator of the 
Facility pursuant to tbe terms of this Agreement and pursuant to any and 
all applicable Legal Requirements. In addition, during Phase II, Tenant 
shall diligently prepare and submit an application to obtain the 
Replacement Facility CON (as defined in Article 2). In addition, dUling 
Phase II, Tenant shall use its best efforts to meet the milestones set forth 
and established in the Phase II Milestones, attached hereto and 
incorporated herein as Exhibit D. 

Phase II shall terminate upon Tenant's receipt of both: (a) the 
Replacement Facility CON Approval (as defined in Section 1.4); and (b) 
the Healthcare Licenses and Approvals. Should Tenant not obtain the 
Replacement Facility CON for any reaS011, the parties shaH proceed as set 
forth in Section 1.4 of this Agreement. 

PI,ase Ill: Transfer to Replilcement Facility: 

Phase 111 shall commenCe upon Tenant's reccipt of both: (a) the 
Replacement Facility CON Approval; and (b) the Healthcare Licenses and 
Approvals. During Phase IIJ, Tenant shall continue to provide for the 
health, safety, nursing care and welfare of all Facility residents. Promptly 
following Tenant's receipt of the Replacement Facility CON Approval, 
Tcntlnt shall diligently pursue construction of the Replacement Facility in 
accordance with the tenns of the Replacement Facility CON Approval, 
followed by relocation of the residents. In addition, during Phase III, 
Tenant shall use its best efforts to meet the milestones set forth and 
established in the Phase 111 Milestones, attached hereto and incorporated 
herein as Exhibit E. 

Phase 1I1 shall terminate upon transfer of the last then current resident to 
the Replacement Facility, or to slIch other suitable location within Lake 
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County, in accordance with the laws, mles and regulations of the State of 
Hlinois regarding the transfer of residents. 

1.3 Healthcare Licenses and Approvals. Notwithstanding anything to the contrary 
contained in this Agreement, it shall in all events and circumstances of any and every nature 
whatsoever be an express condition precedent to the commencement of Phase II that Tenant shall 
have received the Healthcare Licenses and Approvals, including, without limitation that the 
Illinois Health Facilities and Services Review Board or its successor regulatory agency 
("IHFSRB") grant its permission, approval and/or consent to the impJementation of Phase II of 
the Transaction, and/or issue an exemption from the requirement of obtaining a Certificate of 
Need with l'espect to Phase II, or that it grant and/or issue said Certificate of Need pursuant to 77 
Ill. Admin. Code Sections] ] 30. 110 et seq (collectively, the "CHOW CON Approval"). 

In the event that Tenant fails to obtain the Healthcal'c Licenses and Approvalst 'including 
-.'.'---' ...... ' .. 'iOHFSRB' faiJsoi'-refusesfograiiftne"CHOW'CON'Approvat;'an:y""act16hS taken by thepat1ies' .,.~ .. ""'",,-, 

hereto with respect to Phase II of this Agreement shal.l immediately and forthwith, be 
unwound/undone, and thereafter, this Agreement shall remain in effect with the parties 
continuing Phase 1, and the parties shall cooperate to determine an approptiate course of action 
for moving fOlward. Landlord and Tenant shall cooperate with one another in good faith with 
respect to the preparation and filing of the application(s) necessary to obtain the CHOW CON 
Approval, and the parties shall diligently pursue the approval of such application. 

1.4 Replacement Facility CON Approval. Notwithstanding anything to the contrary 
contained in this Agreement, it shall in all events and circumstances of any and every nature 
whatsoever be an express condition precedent to the commencement of Phase III that the 
IHFSRB grant its permission, approval and/or consent to the implementation of Phase III of the 
Transaction, and/or issue an exemption from the requirement of obtaining a Certificate of Need, 
or that it grant and/or issue said Celtificate of Need pursuant to 77 Ill. Admin. Code Sections 
1130.11 0 et seq. in conjunction with an approval of the discontinuation of the Facility pursuant 
to a Certificate of Need fol' Discontinuation (collectively, the "Replacement Facility CON 
Apl1 ronl"). 

In the event that IHFSRB fails or refuses to grant the Replacement Facility CON 
Approval, any actions taken by the parties hereto with respect to Phase III of this Agreement 
shall immediately and fOlthwith be unwound/undone, and thereafter, this Agreement shall 
remain in effect with the parties continuing Phase J or Phase II (as applicable), and the parties 
shall cooperate to determine an appropriate course of action for moving forward. Landlord and 
Tenant shall cooperate with one another in good faith with respect to the preparation and filing of 
the appJication(s) necessary to obtain the Replacement Facility CON Approval, and the parties 
shall diligently pursue the approval of such application. 

1.5 Operations Transfer Agreement. Notwithstanding anything to the contrary 
contained herein, it shall in all events be a condition precedent to the effectiveness and 
enforceability of this Agreement that the parties shall have entered into and execllted the 
Operations Transfer Agreement, on terms acceptable to each of the parties hereto. 
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ARTICLE 2 
DEFINITIONS 

For purposes of this Agreement, except as otherwise expressly provided or unless the 
context otherwise requires. (a) the capitalized temlS used in this Agreement have the meanings 
assigned to them herein and include the plural as well as the singular, (b) all accounting terms 
not otherwise defined herehi have the meanings assigned to them in accordance with Generally 
Accepted Accounting Principles ("GAAI''') applicable at the time, (c) all references in this 
Agreement to designated "Articles," "Sections" and other subdivisions are to the designated 
Articles, Sections and other subdivisions of this Agreement, and (d) the words "herein," and 
"hereunder" and other words of similar import refer to this Agreement as a whole and not to any 
particular Articles, Section or other subdivisions. 

2.1 Business Day. Business Day means each Monday, Tuesday. Wednesday, 
-_·······--·-Thufsdayand-Priday-whichis·nor a--daY'Olrwhtch·l1ati()nalhank:fin·tbe-City-ofNewYork, New 

Y ol'k, are authorized, or obligated by law or executive order to close. 

2.2 CHOW CON. The Change of Ownership ("Change of Ownership") Certificate of 
Need ("CON") pennit or the CHOW Certificate of Exemption ("COE") from the requirement of 
obtaining a CON that is required under the Illinois Health Facilities Planning Act, 20 Ill. Comp. 
Stat. § 3960/1 et seq., and the IHFSRB rules, 77 IlL Admin. Code Sections 1130.110 el seq. 

2.3 Contingency Amount. The amount sel forth on the Pro Forma to allow for items, 
conditions or events for which the occurrence or effect of is uncertain and will result in 
additional costs. 

2.4 Effective Date. The date upon which Phase I commences, which shall occur 
contemporaneously with satisiaction of each of the following: (a) the Agreement is approved by 
the County Board; and (b) the termination of the management agreement between Landlord and 
the exiting operator; and (c) Tenant has commenced its management of the Facility. 

2.5 Facility Operating Costs. All costs of operating the Facility identified as set forth 
on the Pro Forma, including, without limitation: (i) Taxes and Assessments; (ii) Rent; (iii) Start~ 
Up Capital; (iv) insurance; (v) all employee and employee related costs, including payroH, 
payroll taxes, and employee benefits, (vi) the Contingency Amount, and (vii) all other costs 
needed to operate and/or maintain the Facility ill accordance with the terms of this Agreement 
and applicable Legal Requirements. Notwithstanding the foregoing. the Facility Operating Costs 
shall not include any costs/expenses associated with services provided by the Lake County 
Facilities Operations Staff at the Facility. 

2.6 Hcalthcare Licenses & Approvals. All licenses, approvals, certifications, 
demonstration certifications or approvals, permits, exemptions or other regulatory approvals 
necessary or desirable to operate the Facility, including but not limited to: (0 those approvals 
required under the Nursing Home Care Act, 210 Ill. Comp_ Stat. 45/1-]01 et seq. and all 
associated regulations and rules, including without limitation the Skilled Nursing and 
Intennediate Care Facilities Code, 77 IlL Admin Code Palt 300, governing the 1llinois 
Depart.ment of Public Health ("fDPH") oversight of skilled nursing facilities; (ii) the supportive 
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living fa.cilities program under the Public Aid Code, 305 Ill. Comp StaL 5/5-5.01a, governing the 
Illinois Depaltment of Healthcare and Family Services ("IDHJ:t~S") oversight of the program of 
supportive living facilities ("SLFs"), and all associated regulations and rules, including without 
limitation the SUPPOltive Living Facilities Code, 89 III. Admin Code Sections 146.200, et seq.; 
(iii) the Illinois Health Facilities Planning Act, 20 Ill. Compo Stat. 3960, and the rules 
promulgated by the lHFSRB, 77 Ill. Admin. Code Parts 1100, 1120, 1125, 1130, 1140, 1180, 
1190, and 1250, including, without limitation, receipt of the CON CHOW Approval; 
(iv) requirements of the Centers for Medicare and Medicaid Services ("eMS") Rules, 42 C.F.R. 
Part 483, governing certification of skilled nursing facilities under Title XVIII of the Social 
Security Act and the Medicare Program, including without limitation, Tenant's receipt of a 
Medicare provider agreement and Medicare provider number; and (v) requirements of the 
IDHFS under the Medicaid Long Term Care Program in Illinois for ceJtification as a Medicaid 
provider under Title XIX of the Social Security Act, including without limitation, Tenant's 

.. "., ... ~_ .. _. ,"r.·~~~pt.?f~.M~.~!.~~i~1:>~~y.i~~E..~~.~~I~~~.~~~~,"~~~i.~~~.~p.~?Yi~~!_~,:!p'.~I:':.: .. _ ... _ .. :._ .............. _...............<><_ •..................... 

2.7 Lake County Facilities Opet'ations Staff. Individuals who are employed directly 
by the Landlord, but not by the operator of the Facility or any other party. including Tenant. 

2.8 Lake County Mission. To provide needed health care services in long term care. 
This mission includes providing skilled nursing facility services, intermediate care services. and 
activities for the phYbical, mental, social and recreational needs for the wellbeing of the elderly 
citizens of Lake County in a setting that is compassionate, loving and a place to call home. 

2.9 Lake County Marketplace. The geographic boundaries of Lake County. lllinois. 
as shown on the map attached as Exhibit H. 

2.10 Landlord's Designated Representative. Landlord's County Administrator or his 
designee, or such other individual or individuals as will be designated by Landlord. 

2.11 Legal Requirements. All federal, state, county, municipal and other governmental 
statutes, laws, rules, orders; regulations; ordinances; judgments, decrees and injunctions affecting 
either the Facility or the use thereof. including but not limited to Healthcare Licenses & 
Approvals; whether now or hereafter enacted and in force. 

2.12 Pro Forma. Tenant's estimated budget with respect to the costs of operating the 
FacHity during the Term, as set forth on Exhibit B attached hereto and made part hereof. 

2.13 Progress Paymellt(s). Funds payable to Tenant pursuant to Article 6 of this 
Agreement, in the amounts set f011h on Jines 045 of the Pro Forma. 

2. J 4 Replacement Facility CON. The CON permit necessary for Tenant to begin 
construction on a Replacement Facility that is required under the 11Iinois Health Facilities 
Planning Act, 20 Ill. Compo Stat. § 3960/1 et seq., and the IHFSRB rules, 77 Ill. Admin. Code 
Sections 1130.110 etseq. 

2.15 Start-up Capital. The amount set forth on lines 046 of the Pro Forma set forth in 
Exhibit B to be made available to Tenant for Tenant's start-up and initial management costs for 
the day-to-day operations of the Facility in accordance with the terms of this Agreement, to 
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provide Tenant necessary capital to take over the facility at the beginning of Phase I, to account 
for payment deJays fr0111 the State, and to provide other important start-lIl) costs to help maintain 
continuity of care for the health, safety and well-being of the residents. The Start-Up Capital 
shall be subject to repayment by Tenant as set forth in Section 6.3. 

2.16 State. The State ofJlIinois. 

2.17 Tenant's Designated Representative. Mike Filippo or his designee. Of such other 
individual or individuals as may be designated by Tenant. 

2.18 Term. The period set f011h in Article 4. 

ARTICLE 3 
DEMISED PREMISES AND FACILITY 

3.1 Demised Premises. Landlord, for aud in consideration of the rents, and covenants 
and agreements hereinafter reserved. mentioned and contained on the part of Tenant. its 
successors and assigns, to be paid, kept and performed. does hereby lease unto Tenant the 
Facility for the Ten11, for use and operation as a 224 licensed bed skHled nursing facility. The 
lease under this Agreement shall not include the nurse's house or any other ancillary part of the 
Premises on which the Facility sits. 

ARTICLE 4 
LEASE 

4.1 Term. The term of this Agreement shall commence upon the Effective Date, and 
shall continue for an initial term of three years (the "Initial Term"). If the three Phases of this 
Agreement have not been completed upon the expiration of the Initial Term, then Tenant shall 
request Landlord in writing for an extension of the Teml of this Lease for additional month-to­
month periods ("Month-to-Month Tenancy"), provided that Tenant's request sets forth with 
specificity a revised timeline for the completion of the Milestones set forth in the three Phases, 
and provided further that Landlord approves of said Milestone revisions (allY such periods, 
together with the Initial TelTIl, are collectively referred to as the "Term"). Landlord staff will 
diligently work with Tenant and the Landlord to obtain Landlord approvals for reasonably 
requested modifications to the Term of this Agreement. Landlord approval of modifications to 
the Term shall not be unreasonably withheld. Prior to and during the possible Month-to-Month 
tenancy, the parties shall work together for the purpose of negotiating a new agreement in good 
faith, if necessary. 

4.2 Rent Commencing upon the Effective Date, Tenant shall pay to Landlord, or as 
Landlord shall direct. the amount of $40,000 as fixed monthly rental (the "Rent") for each 
month during the Tenn. After the expiration of the Initial Term, the Rent shall incl'ease by 3% 
on a qual1erly basis, such that rent in months 1-3 after the initial three-year Term would be 
$41,200 per month, months 4-6 would be $42,436 per month, etc. 

In the event the Effective Date shall be other than the first day of the month, Tenant shall 
pay to Landlord a pro rata portion of the Rent for such month. Unless othelwise notified in 
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writing by Landlord, all checks shall be made payable to Landlord and shall be sent as directed 
by Landlord. 

4.3 Net Lease. This Agreement is and shall be deemed and construed to be a net-net-
net lease and the Rent specified herein shall be net to Landlord in each year during the Term. 

TAXES AND ASSESSMENTS 

4.4 Taxes and Assessments. Tenant shall pay all real estate taxes and assessments 
(''Taxes and Assessments") that arise during the term of this Agreement. All such Taxes and 
Assessments shall be a Facility Operating Cost. Nothing herein contained shall require Tenant to 
pay income taxes assessed against Landlord, or capital levy, franchise, estate, succession, 
inheritance or transfer taxes of Landlord. Tenant sha11 have the right to contest the amount or 
validity, in whole or in pa11, of any Taxes and Assessments by appropriate proceedings diligently 
conducted in good faith; but only after payment of such Tnxes and Assessments, unless such .. 
payment would operate as a bar to such contest or interfere materially with the prosecution 
thereof, in which event, Tenant may postpone or defer such payment only if neither the Facility 
nor any part thereof would by reason of such postponement or deferment be in danger of being 
forfeited or lost. Upon the termination of any such proceedings, Tenant shall pay the amount of 
such Taxes and Assessments or part thereof as finally determined in such proceedings, the 
payment of which may have been deferred during the prosecution of such proceedings. together 
with any costs, fees, interest, penalties or other liabilities in connection therewith, and such 
payment, at Tenant's request, shaH be made by Landlord out of the amount deposited with 
respect to such Taxes and Assessments. In the event such amount is insufficient, the balance due 
shall be paid by Tenant. 

4.4.1 Landlord shall not be required to join in any proceedings referred to in 
Section 4.4 of this Agreement, unless the provisions of any law, rule or regulation at the time in 
effect shall require that such proceedings be brought by and/or in the name of Landlord in which 
event Landlord shall join in such proceedings or permit the same to be brought in its name. 
Landlord shaH not ultimately be subjected to any liability for the payment of any costs or 
expenses in connection Witl1 any such proceedings, and Tenant will indemnify and save harmless 
Landlord from any such costs and expenses. 

4.4.2 If any income, profits or revenue tax shall be levied, assessed or imposed 
upon the income, profits or revenue arising fi-om rents payable hereunder, partially or totally in 
lieu of or as a substitute for real estate taxes imposed upon the Facility, then Tenant shall be 
responsible for the payment of such tax. 

UTILITIES, MAINTENANCE AND REPAIRS 

4.5 Landlord Responsibilities. 

4.5.1 Landlord will be responsible fol' repairing and/or maintajning all major 
"Fixed Assets and Equipment." For purposes of this Agreement, "Fixed Assets ~UJd 
Equipment" shall be defined as building infrastructure, systems, and/or equipment which is 
built-in or permanently affixed to the FaciHty. Examples of Fixed Assets and Equipment, 
include, without limitation: the HV AC system, the fire suppression system, tlle fire alarm 
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system, the emergency generator, boilers, elevators, security system/door locks, roofing, Facility 
walls/foundation, electrical/lighting systems replacement, and all building infrastntcture or 
systems maintenance/repairs necessary to ensure compliance with applicable Life Safety Code 
requirements of the IDPH and CMS. 

4.5.2 Tenant shall promptly notiry Landlord of the need to make any 
maintenance/repairs that are the responsibility of Landlord under Section 4.5.] of this 
Agreement. In the event that Landlord fails to commence sllch maintenance/repairs that are the 
responsibility of Landlord within ten (10) Business Days (or such lesser period of time as may be 
required in the event such repairs must be made more quickly in order to ensure compliance with 
Legal Requirements) and/or Landlord fails to diligently pursue completion of the same, Tenant 
shall be entitled to make, at Landlord's cost and expense, and as mutually agreed by the parties, 
all such maintenance and repairs upon first receiving approval frol11 Landlord, and Landlord shall 
compensate Tenant for the actual cost of such repairs/maintenance, plus an administrative fee of 

. '''In%:'oi-a--lesse17'j){';rceiifagelro11ier'wiseiigi~' to···b'y·tlie·~pai1:1es·~-·lorTenanf's·ov·edlead'costs·­
with respect to such repairs/maintenance within ten (10) Business Days of Landlord's receipt of 
an invoice from Tenant for the cost of such repairs/maintenance. 

4.5.3 Landlord shall assign a member or members of its Lake County Facilities 
Operations Staff to the Facility, at Landlord's sole cost and expense. The assigned Lake County 
Facilities Operations Staff member or members shall be responsible for perfonlling andlol' 
contracting the repair and maintenance responsibilities of Landlord under this Section 4.5. 

4.5.4 Notwithstanding anything to the contl'ary that may be contained in this 
Agreement, under no circumstances shall any payment from Landlord for utilities, maintenance 
or repairs, or any payment tied to the Pro Forma (other than the management fee set forth in line 
G28 of the Pro Forma), be used by Tenant or paid to Tenant for the Replacement Facility or for 
predevelopment costs for the Replacement Facility. 

4.6 Tenant Responsibilities. 

4.6.1 Maintenance and repair of items other than those specified in Section 4.5 
shall be the Tenant's responsibility, including, without Jimitation, maintenance of all "Movable 
Equipment" as defined below. For purposes of this Section 4.6, "Movable Equipment" shall be 
defined as equipment which can be moved and is not permanently attached/affixed to the 
Facility. Examples of Movable Equipment includes, without limitation, computers, ovens, 
freezers, stoves, beds, lifts, furniture, wheelchairs, 1ight bulbs, and chairs. In addition, to the 
extent that any Movable Equipment is purchased by Tenant during the Term, Tenant shall be 
entitled to remove such Movable Equipment from the Facility upon expiration of the Tenn. 

4.6.2 Tenant will also arrange for payment of Facility natural gas, electric, 
water, waste, medical waste, cable/satellite TV, internet, and telephone service costs, all of 
which shall be a Facility Operating Cost. Throughout the Term of this Agreement, Tenant, at its 
sole cost and expense, will keep and maintain, or cause to be kept and maintained, the Facility 
(including the grounds, sidewalks and curbs abutting the same) in good order and condition 
without waste and in a suitable state of repair at 1e.'lSt comparable to that which existed 
immediately prior to the Effective Date (ordinary wear and tear excepted), and will make or 
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cause to be made, subject to this Section 4.6, as and when the same shall become necessary. 
nonstl1lctural, exterior and interior, replacing, repairing and restoring necessary to that end. All 
replacing, repairing and restoring required of Tenant shall be in compliance with Legal 
Requirements. 

4.6.3 Tenant will also provide space at the FaciHty for the maintenance shop 
which contains tools and other equipment which shaH remain the sole property of the Landlord. 
The maintenance shop shall be maintained by Landlord. 

4.7 Casualty. Beginning at the commencement of Phase II, when Tenant obtains its 
license to operate the Facility, in the event that any part of the Facility shall be damaged or 
destroyed by fire or other casualty (any such event being called a "Casualty"), Landlord shall 
have the option to either: (a) cause Tenant to promptly replace, repair and restore the same as 
nearly as poss~ble to the condition it ,was in immediately prior to such Casualty, but only to the 

., "-'exteift6f TelHifit'lra:vailablelilSUmnCe]J1'oteecls ·(6t;if-itislrrn1ice'lsun:ava:.ill{ble;-tOlhe-~ovel'nge: ...... . 
limit identified in the insurance that the Tenant was to have maintained under Exhibit G); or (b) 
cause Tenant to remit to Landlord the insurance proceeds payable to Tenant as a result of 
Tenant's available insurance proceeds for such Casualty (or, if insurance is unavailable, up to the 
amount identified in Exhibit G), provided, however, that such action is pelmissible under 
applicable Legal Requirements. After either such event, Tenant shall have the option to 
terminate this Agreement. Notwithstanding anything to the contrary in this Agreement, pursuant 
to the Lake County Surplus Policy. Tenant shall not have the right, at any time, to remove and 
dispose of any personal property on the Facility which Illay have become obsolete or lmfit for 
lise, or which is no longer useful in the operation of the Facility. 

4.8 Use of Premises. Tenant shall use the Premises for the foHowing purpose and no 
other: operation of a skilled nursing facility operating under the name Winchester House. Tenant 
shall not use the name "Lake County," "County Facility," or "County of Lake" in J'eferencing 
and marketlllg the Facility. Tenant shaH utilize the same telephone number which shall remain 
the property of the Landlord. 

4.9 Tenant Covenant.:;. Tenant hereby covenants as follows: 

(I) Tenant shall keep in good standing and in fuB force and effect all 
necessary Healthcare Licenses and Approvals; 

(2) During the Term of this Agreement, Tenant wiJl deliver to Landlord 
within three (3) Business Days following receipt thereof, copies of any and all notices of 
termination, revocation, suspension, receivership or mentorship from IDPH alleging a violation 
with a substandard quality of care determination, as defined by federal regulations (i.e., 
deficiencies under 483.13 or 483.25, form 2567; or any notice fi'om IDHFS or eMS tht'eatening 
disqualification of the Facility from participation in the Medicare or Medicaid programs). 
Tenant will deliver to Landlord within tcn (10) Business Days after written request from 
Landlord, copies of all other notices, exit interviews, inspection reports and surveys and notices 
of administrative hearing andlor court action from all state, federal and local governmental 
bodies regarding the Facility. 
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INSURANCE 

4.10 Insurance. Tenant will obtain the insurance described in Exhibit G. On or before 
the Effective Date and annually thereafter, Tenant will provide Landlord with a Certificate of 
Insurance for such policies. Upon Landlord's reasonable request, Tenant will provide a full copy 
of each such insurance policy to Landlord. The costs of all insurance required to be carded by 
Tenant under this Agreement shall be a Facility Operating Cost in accordance with the Pro 
Forma. Tenant shall also cause to be issued and shall maintain during the Term of this 
Agreement: 

4.1 0.1 Fire, tornado and windstorm insurance with extended coverage 
endorsement on the Facility on the Illinois standard form with a responsible company or 
companies approved by Landlord, which approval will not be unreasonably withheld. Such 
insurance shall. at all times, be maintained (without any co-insurance clause, if possible) in an 

..... ······· .. -aiiiounl"[s·iiia)tbtfreq'fiifeo-by ally·moftgageeorthe'·f'acDity-·oi;;··i\:oserirsiicJi"ieqUite'menf;"wraii"""." .......... . 
amount sufficient to prevent Landlord and Tenant from becoming co-insurers under applicable 
pl'Ovisions of the insurance policies. Such insurance shall at all times be payable to Landlord and 
Tenant as their interests may appear. 

4.10.2 A public liability policy naming Landlord and Tenant, as insureds, and 
insuring them against claims for bodily injury, or property damage occurring upon, in or about 
the Facility, or in or upon the adjoining streets, sidewalks, passageways and areas, such 
insurance to afford protection to the limits of not less than $1,000,000 per each occurrence and 
$2,000,000 in the aggregate. . 

4.10.3 Boiler explosion insurance, if required, in the amount of not less than 
$100,000, under the terms of which Landlord and Tenant will be indemnified, as their interests 
may appear, against any loss or damage which may resu1t from any accident or casualty in 
connection with allY boiler used in the Facility, whereby allY person or persons may be injured or 
killed or property damaged in or about the Facility. 

4.11 Insurance Provisions. All policies of insurance to the extent applicable shall 
provide that: 

4.11.1 They are carried in favor of Landlord, Tenant and any mortgagee, as their 
respective interests may appear, and any loss shaH be payable as therein provided, 
notwithstanding any act or negligence of Landlord 01' Tenant, which might otherwise result in 
fOifeiture of insurance; and 

4.11.2 TIley shall not be canceled, terminated, reduced or materially modified 
without at least twenty (20) days' prior written notice to Landlord. 

4.11.3 All Tenant insurance required under Section 4.1 0 shall be primary 
insurance in the event of any claim. 
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CONDITION OF PREMISES 

4.12 Condition. Tenant has examined and accepts the Premises in its present "as is" 
condition as suitable for tlle purposes for which the same are leased as of the Effective Date. 

4.13 Alterations. All alterations, additions and improvements installed at the expense 
of Ten ant (except computer software) shall remain upon and be sUl1'endered with the Premises as 
a prot thereof upon Tenant vacating the Premises. Alterations, additions, and improvements to 
the Facility with a cost in excess of Five Thousand Dollars ($5,000.00) per instance may be 
made by Tenant upon written notice to and appro va] by Landlord. Notwithstanding the 
foregoing, Landlord notice shall not be required in the event that immediate alterations. additions 
or improvements to the Facility are necessary to ensure compliance with applicable Life Safety 
Code requirements, in which case Tenant shall have ilie option of immediately making such 
necessary alterations, additions and/or improvements, and the parties respective rights and 

"obligatloiis'sliall'be'as"seCfo'rth 'i1f'Sectil:ln'4;S"~tl'd"Sectiofi'4:6;Tlie"fl1akin&,'(}f"afterations~"""""d"" 
additions, and/or improvements to ilie Premises shall not commence until Tenant has furnished 
to Landlord a certificate of insurance showing coverage in an amount satisfactory to Landlord 
which protects Landlord from liability for injury to any person and damage to any personal 
property, on or off the leased premises. in connection with the making of such alterations, 
additions, and improvements. 

4.14 Landlord's Right to Perfonll. Subject to Section 4.21, should Tenant fail to 
perform allY of its covenants herein agreed to be performed, Landlord may, but shall not be 
required to, make such payment or perform such covenants, and all sums so expended by 
Landlord thereon shaH be reduced from ilie Progress Payments payable to Tenant, as applicable, 
under tlle terms of this Agreement, plus an administrative fee of 10% for Landlord's overhead 
costs with respect to performing such obligations. Performance of and/or payment to discharge 
said Tenant's obligations shall be optiona] with Landlord and such performance and payment 
shall in no way constitute a waiver of, or a limitation upon, Landlord's other rights hereunder. 

4.15 Demolition. Tenant will not demolish the Facility 0\' any portion thereof or allow 
it to be removed or demolished, in accordance with the Lake County Surplus Policy, without the 
pdor written consent of Landlord. 

4.16 Compliance with Laws & Ordinances. Throughout the Tenn of this Agreement, 
Tenant will use its best efforts to obey, observe and comply with all Legal Requirements, Tenant 
shall likewise observe and comply with the requirements of all policies of public liability and fire 
insurance and all other policies of insurance at any time in force with respect to the Facility. 

4.17 Discharge of Liens. Tenant shall promptly discharge any lien, encumbrance or 
chat'ge levied on account of any mechanic's, laborer's or materialman's lien upon the Facility for 
work or materials or personal propelty fUlUished or supplied to, or claimed to have been supplied 
to or at the request of Tcnant, unless Tenant timely contests such lien or charge. 

4.18 Inspection & Occupancy of Premises by Landlord. At any time, Landlord 01' its 
authorized representative shaH have the right to enter and inspect the Facility. Landlord agrees 
that upon entering and inspecting the Facility, Landlord will cause as little inconvenience to 
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Tenant and the residents and operations of the Facility as may reasonably be possible under the 
circumstances, and in no event shall Landlord violate the terms of any resident agreement or 
other lease agreement at the Facility. 

4.19 mspection of Accounts. Following any Event of Default hereunder which 
remains uncured after the expiration of any applicable cure period, Landlord shall have the right, 
upon fifteen (15) days prior written notice, to inspect and copy all of Tenant's books, records and 
financial data relating to the Facility incJuding, without limitation, Tenant's quarterly accounts 
receivable and payable. Tenant shall provide Landlord copies of aU licensure and certification 
surveys conducted at the Facility. 

4.20 Condemnation. If all of the Facility is taken by the exercise of the power of 
eminent domain, or sold under eminent domain proceedings, this Agreement shall terminate as 
of the date possession is taken by the condemnor. If less than all of the Facility is taken by the 

'cKercrseofthe'ptiwer-or'emin:enn:lomain-onoltl-mldel"'emiInm,nl011Jain'pi'OCelx'liffgnmc:t'if'suclr'-­
exercise affects the improvements located at the Facility, Landlord shall, with reasonable 
diligence, restore 01' rebuild to the extent reasonably practicable any improvements upon the 
Facility affected by the taking, but shall not be obligated to spend for such restoration any 
amount in excess of the amount awarded or paid to it by the condemnor for such purpose. In the 
event that a1l or less than all of the Facility is taken or sold, and this Agreement shall terminate as 
provided herein, then Landlord shall be entitled to the entire award for the Facility and 
improvements thereof. Tenant shall be entitled to any award that it can prove for damage to its 
leasehold interest, provided that such award is separately allocated to lease by the condemning 
authorities and does not diminish or reduce the award to Landlord for the Facility and 
improvements. 

4.21 Reserved. 

DEFAULT 

4.22 Events of Default. 

4.22.1 The following acts or events shall be deemed to be an "Event of Default": 

(8) The failure of either party to pay when due, and as applicable, any 
sum or sums of money due or payable, other than Progress Payments withheld under the 
discretion of Landlord pursuant to the terms of this Agreement, by Landlord or Tenant under the 
provisions of this Agreement, when such failure shall continue for a period of ten (10) days after 
written notice to such party; . 

(b) Other than the failure to pay under Section 4.22. 1 (a), the failure of 
either PaIty to perfortn, 01' the violation by either party of, any of the covenants, tenns, conditions 
or provisions of this Agreement, if such failure or violation shaH not be cured within thirty (30) 
days after notice thereof by the other party; provided, if within said thirty (30) days such palty in 
good faith commences to correct such breach, and diligently proceeds therewith to completion, 
then sllch failure or violation shall not be considered an Event of Default. Notwithstanding 
anything to the contrary contained in this Agreement, either party's willful failure to pedOl'l11, or 
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gross misconduct in the perfonnance of its duties hereunder shall be a non-curable Event of 
Default; 

(c) The making by either party 01' beneficiary of such party of an 
assignment for the benefit of creditors; 

(d) The levying of a writ of execution Of attachment on or against the 
property of either party utilized under this Agreement which is not discharged or stayed by 
action of such party contesting same, within ninety (90) days after such levy or attachment 
(provided if the stay is vacated or ended, tius paragraph shall again apply); 

(e) Ifproceedings are instituted ill a court of competent jurisdiction for 
the reorganization, liquidation or involuntary dissolution of either party or for its adjudication as 
a bankrupt or insolvent, or for the appointment of a receiver of the property of eithel' party, or 

, ................... -'·--··benefieiary-ofsuci1-palty··and'said'·proceedings·al'e-not,·dismlssed--and··iU1y-l'eeCiver;··trustcc·or··_········_·_··-··-'-... '. 
liquidator appointed therein discharged within runety (90) days after the institution of said 
proceedings; 

(f) The sale of the interest of either party ill the Facility under 
execution or other legal process; 

(g) Tenant receives a final, non-appealable notice of license revocation 
fi'Om the IDPH; or 

(h) The occurrence of any of the Special Defaults (as defined III 

Section 4.24). 

In the event that any Event of Default tmder Section 4.22.] (a) or Section 4.22.1 (b) is not 
cw-ed within the applicable cure period, or in the event that allY other Event of Default is not 
cured within thirty (30) days after notice thereof by the other party; then such Event of Default 
shall be deemed to be a "Default." 

REMEDIES UPON DEFAULT 

4.23 Remedies, 

4.23.1 The parties understand that the Facility constitutes the residence or home 
of each individual residing in it, and that any default or remedy must take into account an orderly 
transition that ensures the safety and wellbeing of the Facility's residents and public at large. In 
the event of any Default, the non-defaulting party may, if it so elects, forthwith terminate this 
Agt'eement. In the event of any material default 011 the part of Tenant, Landlord may, if it so 
elects, forthwith terminate this Agreement and Tenant's right to possession of the Facility. or, at 
the option of Landlord, terminate Tenant's right to possession of the Facility without terminating 
this Agreement. Upon any such termination of this Agreement, Tenant shall, in compliance with 
Legal Requirements, "Vacate tbe Facility" (and in the case of any Default occurring in Phase II 
or thereafter under this Agreement, "Vacate the Facility" shall mean the orderly transfer and 
transition of residents out of the Facility) in an orderly manner while ensuring the safety and 
wellbeing of the residents, and shaH quietly and peaceably deliver possession thereof to 

14 

Attachment - 2 

-41-



Landlord, and Tenant hereby grants to Landlord full and free license to enter into and upon the 
Facility in such event with or without process of law and to repossess the Facility as Landlord's 
former estate, subject to compliance with Legal Requirements. In the event of any such 
termination of this Agreement, Landlord shall again have the right to the possession and 
enjoyment of the Facility to the extent as if this Agreement had not been made, as allowed by 
applicable law, and thereupon this Agreement and everything herein contained on the part of 
Tenant to be done and performed shall cease and terminate. 

4.23.2 Notwithstanding anything to the contrary in this Agreement, in the event 
of Tenant's Default, Tenant shall be responsible for all costs and expenses associated with 
Vacating the Facility, including but not limited to the orderly transition of residents from Facility 
to a comparable licensed, skilled nursing facility. 

4.23.3 In the event that a Default occurs under Section 4.22.He} regarding a 
······receivershfp··by·11·bankruptcy-·cuurt"or·1h/;!-rDPI'I;·thtf'plttties·'Shali··cooperate"with··respect·to-the­

management and transition of the operations of the Facility, and the defaulting pat1y shaH be 
responsible for any and all receivership fees, costs and expenses of the non-defaulting party 
associated with said receivership, including but not limited to receiver fees, resident transfer fees, 
monitor fees, or other staffing fees in accordance with Legal Requirements. 

4.23.4 In the event that a Landlord Default occurs under Section 4.22.1(a) Ol' 

Section 4.22.1(b) and Tenant elects to terminate this Agreement, Landlord shall reimburse 
Tenant for the actual amount of Tenant's Pre-Development Expenses incurred by Tenant as of 
the date of such termination. 

4.24 Use of Phone Nwnber and Name. In the event of any Default on the part of 
Tenant, and Landlord elects to terminate this Agreement, Landlord shall have the right to 
continue to utilize the telephone number and name used by Tenant 

SPECIAL OEF AULTS 

4.25 Special Defaults. Upon the Effective Date, Tenant shall provide an irrevocable 
standby letter of credit in substantially similar form to the irrevocable standby let1er of credit 
attached hereto and incorporated herein as Exhibit M, in an amount equal to Seven Hundred 
Thousand DoBars ($700,000) (the "Letter of Credit") to be used fUr purposes of remedies to be 
paid to Landlord upon committing 1he acts or omissions listed in Sections 4.25.1 - Section 4.25.3 
below (the "Spccial Dcfaults") which cannot be adequately covered by compensatory damages. 
In addition to any other remedjes provided in this Agreement, and not in lieu thereof, Landlord 
shall have the option to draw upon the Letter of Credit upon the occulTence of any of the below 
listed Special Defaults. Notwithstanding the foregoing, Landlord shall not draw on or otherwise 
demand performance under the Letter of Credit unless and until there occurs a Special Default. 

4.25.1 Tenant has its certification to participate in the Medicare and Medicaid 
programs revoked; provided that such suspension or revocation is not due to any action or 
inaction of Landlord; 
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4.25.2 If Tenant relinquishes the Facility to Landlord during the Term of the 
Agreement without adequately providing for the health, safety, or welfare of the residents of the 
Facility; or 

4.25.3 If Tenant fails to commence construction by breaking ground and 
continuing thereafter with consistent progress toward the construction of the Replacement 
Facility within 24 months after receiving the Replacement Facility CON Approval, unless 
Landlord has otherwise granted Tenant an extension of such deadline, or Tenant is pl'evented 
from continuing construction due to acts beyond the reasonable control of Tenant. 

4.26 Letter of Credit Draw Down. TIle parties agree herein. after consultation with 
their attorneys, that the Special Defaults are dift1cult to quantify in terms of money damages, and 
the parties agree that should any Special Default occur, that Landlord sllal] be entitled to demand 
performance under the Letter of Credit and the parties shall hereby allow for release of such 

-··'·'·'''---'''''''-··''l;etten)feredit-h'rth~-anmunr'Of'suct· Letter 'of' ereditthat'exists-at'1he"time' ofSp-ecial-Default: .. ······,··· .... -... , 
The parties acknowledge that the amount of time, cost and expenses for Landlord to find a 
suitable tenant, licensee, and other regulatory approved operator for the Facility is 
unasceltainable and unable to be quantified should Tenant commit the Special Default at the 
expense of Landlord, Facility residents, and LC Residents. The parties understand that the 
Facility constitutes the residence or home of each individual residing therein, and such 
abandonment or failure to act or commit any of the terms of the Special Default is a serious issue 
warranting Landlord to draw upon the Letter of Credit to protect the Facility residents and LC 
Residents. 

4.26.1 Notwithstanding anything to the contrary contained in this Agreement. 
only after Tenant successfully completes Phase I and begins Phase II, the amount of the Letter of 
Credit upon which Landlord is permitted to draw on or otherwise demand performance under 
this Section 4.26 shall be reduced dollar for dollar upon Tenant's payment of the qualifying pre­
development expenses set forth on ExlJibit L (the "PI'e-Dcvelopment Expenses"). 

4.27 Cumulative Remedies of Landlord. The specific remedies to which Landlord may 
resort under the tenns of this Lease are cumulative, except for Rent payments after termination if 
this Agreement is telminated prior to the end of the Tenn, and are not intended to be exclusive of 
allY other remedies or means of redress to which Landlord may be lawfully entitled in case of 
any breach or threatened breach by Tenant of any provision or provisions of this Agreement. 
The failure of Landlord to insist, in any Ol1e or more cases, upon the strict performance of any of 
the terms, covenants, conditions, provisions or agreements of this Agreement, or to exercise any 
option herein contained, shall not be construed as a waiver or relinquishment for the future of 
any such term, covenant, condition, provisions. agreement or option. Furthermore, the 
exhaustion of Landlord's right to draw on or otherwise demand performance under the Letter of 
Credit, Or unavailability of Landlord to draw or otherwise demand performance under the Letter 
of Credit due to Tenant's commencement of construction of the Replacement Facility under 
Section 4.26 shall not preclude Landlord from pursuing other remedies, including compensatory 
damages, for any Defaults or Special Defaults under this Agreement. 
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INDEMNIFICATION 

4.28 Indemnification by Tenant. Tenant shall protect, indemnify and save harmless 
Landlord from and against any and all claims, demands and causes of action of any nature 
whatsoever (including reasonable attomeys' fees) (collectively, "Damages") for injury to or 
deatb of persons or loss of or damage to property, occurring in the Facility or upon any adjoining 
sidewalks, or ways, or in any manner growing out of or connected with the use and occupation of 
the Facility or the condition thereof, or the use of any existing or future sewer system, or the use 
of any adjoining sidewalks or ways during the Term of this Agreement. Tenant further agrees to 
protect, indemnify and save hanllless Land10rd from and against any suits, arbitration 
proceedings, administrative actions or investigations to the extent relating to the lease and use of 
the Premises during the Term of this Agreement (including any Medicaid/Medicare overpayment 
obligations for such periods). Tenant shall provide adequate proof of insurance coverage to 
Landlord with Landlord named as an additional insured. in amounts acceptable and approved by 

·······Larldloi;d"""pef"lfie" "parameref§""sef "forth '." iii ""·Ex1iIblf'~b"";"-pi;ioi"l(f··tne-EtTecti've "Hate-or 'lfiis" 
Agreement, with all Tenant insurance being the primary insurance in the event of any claim. For 
the avoidance of doubt, Tenant's insurance covemge for workers compensation and employer 
liability insurance shall be primary in the event of any claim, Furthel'more. Tenant shall 
maintain adequate Business Interruption Insurance which shall also be primary in the event of 
any claim. Should Tenant fuil to keep such insurance coverages in effect. Tenant shall be 
deemed in breach of this Agreement. 

4.29 Indemnification by Landlord. Landlord shall protect, indemnify and save 
hanniess Tenant from and against any and all Damages for injury to or death of persons or loss 
of or damage to property,occurring in the Facility or upon any adjoining sidewalks, or ways, or 
in any manner growing out of or connected with the use and occupation of the Facility or the 
condition thereof. or the use of any existing or future sewer system, or the use of any adjoining 
sidewalks or ways, to the extent any of the foregoing occurred or relates to the period of time 
prior to or after the expiration of the Term of this Agreement Landlord f1ll1her agrees to protect, 
indemnify and save h31mless Tenant from and against allY suits, arbitration proceedings, 
administrative actiQns or investigations to the extent relating to the ownership and use of the 
Premises on or before the Effective Date (including any Medicaid/Medicare overpayment 
obligations for such periods). In addition, Landlord further agrees to protect indemnify and save 
harmless Tenant from and against any and all Damages related to or arising out of any lawsuits, 
claims or other legal challenges concerning the validity or authority of Landlord to enter into and 
consummate the Transaction in accordance with the terms of this Agreement. 

4.30 Financing. Tenant shall use its best efforts to obtain a written loan commitment 
for financing of the Transaction as soon as practicable during the Term. In the event that Tenant 
is unable to obtain such written loan commitment 011 tern1S reasonably acceptable to Tenant, 
Tenant shall promptly notify Landlord and the parties shall cooperate to determine an 
appropriate course of action for moving forward. 
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AnTlCLE5 
OBLIGATIONS OF TENANT 

5.1 Services. Tenant will provide the following management services in connection 
with the operation of the Facility. Services to be provided under this Agreement shall include 
extraordinary items such as facilities development and planning services. 

5.2 Administrator. Tenant will recruit, retain and provide an oil-site, full-time 
administrator ("Administrator") for the Facility. Under Tenant's supervision, the Administrator 
will oversee on a day-to-day basis the Facility and execute policies governing the Facility's 
operation. The Administrator will be employed or engaged by Tenant, and the salary or wages 
and cost of benefits of such Administrator shall be a Facility Operating Cost. 

5.3. Personnel. Tenant will arrange for such staffing and employment as may be 
··--------·,---·--necessary-.or-required--ror-tile---efficient-operation--of-the'-FacHity~-and--as-othel·wise'-necessary·'to·'-··._-,--.. ,.-.. -._,',." 

meet the applicable Legal Requirements, and the salary or wages and cost of benefits of such 
personnel shall be a Facility Operating Cost 

5.4 Certification. Licensure, Registration. Legal Requirements.Tenant will use its 
best efforts to adhere to aU applicable State and federal rules and regulations applicable to the 
Facility, including without limitation the provisions of the Nursing Home Care Act, 210 111. 
Compo Stat. 45/1-101 et seq. and all associated regulations and rules, including without 
limitation the Skilled Nursing and Intermediate Care Facilities Code. 77 Ill. Admin Code Part 
300, and will cooperate fidly with all legitimate State and federal requests for inspections and 
information. Tenant will oversee the preparation by Facility personnel of all materials necessary 
and compliance with procedures necessary for Tenant to obtain, (a) certification of the Facility as 
a provider of services under Titles XVIII (Medicare) and XIX (Medicaid) of the Social Security 
Act and (b) State licensure and registration of the Facility as a long term care facility under all 
applicable Legal Requirements. Tenant will oversee completion by Facility personnel of all 
reasonable steps necessary to keep the Facility fully licensed and registered by the State and duly 
accredited by applicable agencies and bodies. Tenant may engage legal cOWlsel and accountants 
to accomplish the foregoing. Clinical Consulting, Staff Development, Program Implementation. 
Tenant will be responsible for clinical policymaking and provide general clinical support, staff 

. development and implementation of resident programs and operational efficiencies. 

5.6 Operational Policies. Tenant shall be responsible for the review of existing or 
development and implementation of new policies and pl'ocedures to reasonably conform with all 
applicable Legal Requirements and then·current industry standards in the areas of budgeting, 
business office management, quality assurance, human resources, dietary and nursing. 

5.7 Reviews. Reports and Board Meetings. Tenant will periodically review the 
residel1t care policies, documentation procedures and operational policies used at the Facility to 
determine if they reasonably conform to then·currellt industry standards and applicable Legal 
Requirements. Tenant shaH track and monitor resident satisfaction in a manner consistent with 
Landlord's reasonable direction. Consistent with the requirements of Coullties Code 55 Ill. 
Compo Stat § 5/5-21006, Tenant will provide monthly and annual written reports to the County 
Board or its designee setting forth its reviews of Facility operations and management to the 
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Landlord. The monthly and annuall'eports will include operations, management and financial 
updates for the Facility as compared to the Pro Forma. The content of the monthly and annual 
reports will include a detailed Facility financial repmi, census,updates as to regulatory surveys 
of the Facility, and resident satisfaction surveys. The content of the annual report will also 
incJudc an annual financial audit (the cost of which shall be a Facility Operating Cost), and shall 
further il1cltlde information concerning resident activities; satisfaction, quality ratings, monthly 
census by payor type, Medicare/Medicaid cost reports, a detailed Facility financial repmi, and a 
year-end financial report which will be submitted within one hundred twenty (120) days of the 
end or the Landlord's fiscal year. Tenant will meet with the Landlord at least once every two (2) 
months and will meet with the Landlord promptly upon the County Administrator's reasonable 
advance written request. Tenant will attend all reasonably requested County Board, or its 
designee, and any other Landlord meetings, upon receipt of reasonable advance written notice, 
which notice shaU be not less than three (3) days. Tenant shallensure,in accordance with 55111. 

... _ ... __ .. g.2.I1~P:, Stat~«,§~ __ .?,J_:~lQQ§, __ !hat_tti~~.fuS!Hti~_Jmd recQrs!§_-2:L!h.~_£~~i!!!x_~~~ILJ~!LQPe..f.1.,,[<!!._ .. _.. ... __ , .... 
inspection by the Landlord at all times. 

5.8 Intentionally Deleted. 

5.9 Capital Improvements', An annual capital expenditure reserve for the Tenant of 
Five Hundred Dollars ($500.00) per licensed bed shall be established in accordance with the 
terms of the Pro Forma. Tenant shalJ be responSible for deteI'Iliining the capital needs of the 
Facility, and shall communicate with and cooperate with Landlord in arranging for any necessary 
maintenance and repairs andlor capital improvements in accordance with Section 4.5 and 4.6. 
Any movable capital items procured ,during the Term shall he the property of the. Tenant and it 
shall be the Tenant's responsibility to remove or dispose of items at the conclusion of this 
Agreement. 

5.10 Billing and Third·Party: Reimbursement. Tenant wiH oversee the billing for goods 
and services provided by the FaCility in accordance with the terms of tlle Operations Transfer 
Agreement and in accordance with Legal Requirements. 

5.11 Resident Trust Accounts. Tenant will oversee management of resident trust 
accounts by Facility personnel in accordance with the terms of the Operations Transfer 
Agreement and in accordance with Legal Requirements. 

5.12 Cooperation. The parties shal1 cooperate with one another in good faitll with 
respect to the coordination of all administrative and 1egal matters related to the operation of the 
Facility, and with respect to the implementation and achievement 'Of each of Phase l, Phase n, 
and Phase III and the respective Milestones, including, without limitation, preparation of the 
application necessary to obtain the CON CHOW Approval and Replacement Facility CON 
Approval. 

5.13 Legal Notices and Services to Residents. Tenant will provide legally required 
notice of this Agreement to residents of the Facility and to the State if required, but at aU times 
upon prior approval of Landlord, which shall not be unreasonably withheld. Among other 
things, any notice will explain that Landlord continues to be the owner of the Facility and that 
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the licensed entity for the provision of services to residents will change in accordance with 
Phase II implementation. 

5.14 Confidentiality of Facility Records. The parties to this Agreement recognize that 
the Landlord, as a public entity, is subject to laws suc.h as the Illinois Freedom of Intonnation 
Act and the I1Iinois Open Meetings Act, and that any attempt at providing confidentiality must 
conform with those laws. To the extent possible, the parties agree that the information, 
documents and instruments delivered to one party by another party or their respective agents and 
the information, documents and instruments delivered to a palty by anotber party or their 
respective agents including this Agreement and all documents delivered hereunder are of a 
confidential and proprietary nature ("Confidential Information"). Each of the parties agrees 
that both prior and subsequent to the Teml of this Agreement, it will maintain the confidentiality 
of aU such Confidential information delivered to it by the other party or its agents in connection 
with the negotiation of this Agreement or in compliance with the terms. conditions and 

··'covenarifs"here"ofand-oiiryaTscTose siiCltCOnfiocnflaI Informatron~oo"clliileiits-ana'ijisfiuineij[s-fO~-'-'-'-'----"" 
its duly authorized oflicers, directors, representatives and agents unless (i) compeUed to disclose 
by judicial or administrative process (including in connection with obtaining the necessary 
approvals of this Agreement and the transactions contemplated hereby) or by other requirements 
of law or (H) disclosed in an action or proceeding brought by a party in pursuit of its rights or in 
the exercise of its remedies hereunder; provided. however, that the parties hereto shall not 
disclose any Confidential Information not required to be disclosed as part of such permitted 
disclosure, or (iii) is public information or (iv) has become public through no fault of the 
disclosing party. Each of the parties hereto further agrees that jf the Transaction is not 
consummated, it will return all such documents and instruments and all copies thereof in its 
possession to the other Party to this Agreement. Except as required by Legal Requirements, each 
of the parties hereto agree that any release to the public with respect to the matters set forth 
herein will be made only in the form and manner approved by the parties and their respective 
counsel. Each of the parties recognizes that any breach of this Section would result in 
irreparable harm to the other Party and that therefore either Tenant or Landlord shall be entitled 
to an injunction to prohibit any such breach or anticipated breach. without the necessity of 
posting a bond, cash or otherwise, in addition to all of their other legal and equitable remedies. 
Nothing in this Section, however, shall prohibit the use of such Confidential Informiltion for such 
governmental filings as in the mutual opinion of Landlord's counsel and Tenant's counsel are: 
(i) required by Legal Requirements, or (ii) otherwise appropriate. 

In accordance with Legal Requirements, including but not limited to the Health Insurance 
Portability and Accountability Act of 1996 ("HIJ'AA") and its attendant rules and regulations, as 
tlmCllded by the Health Information Technology for Education and Clinical Health Act 
(<<HITECH Act") and the HITECH Act Final Rule, and as otherwise may be amended, Tenant 
will comply with Legal Requirements concerning confidentiality of health information of 
residents at the Facflity, and will enter into and will cause any other person or entity required to 
do so under the Legal Requirements to enter into a Business Associate Agreement 011 terms and 
conditions mutually acceptable to the parties to such agreements. Additionally, the parties shall 
enter into a Business Associate Agreement, attached hereto and incorporated herein as 
Exhibit F, the final form of which will be agreed upon on or before the Effective Date. 
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5.15 Contracts, Supplies and Equipment. Tenant shall purchase such supplies and nOI1-
capital equipment necessary and appropriate for the operation of the Facility in accordance with 
the terms of the Pro Forma. Tenant shall inform Landlord of the contracts it wishes to continue 
or terminate, as the case may be, in accordance with the Operations Transfer Agreement. 

5.1 6 Ancillary Service~. Tenant will either provide or arrange for the provision of 
ancil1ary services not covered by this Agreement to the Facility as needed, including without 
limitation marketing and promotion, training, construction, and care-related consultants, which 
may include nurse consultants, dietary consultants, therapy health nurses, physician/medical 
director, and activities, social services and religious consultants. 

5.17 Dietary Services. Tenant shall manage the dietary department of the Facility at 
Tenant's direction. 

_·_·_-------_·_-·---_·_-"--------S:18--Marketing---and'-eustomerRetarions:-·-Tenant-wm· .. ovenree-the-devet<:5pment-and .. ·· .. -- .. --'-.-.--­

implementation of marketing and customer relations programs for the Facility, in consultation 
with established groups representing Facility constituencies, such as family, residents and care 
providers. 

5.19 Advisory Support. At no C08110 Landlord, Tenant will provide timely assistance 
to Landlord with respect to reasonable requests for graphs, market analysis, business plans. 
program planning, and analysis charts and information assimilation relating to the Facility. 

5.20 Occupancy. Tenant will lise commercially reasonable efforts to achieve and 
maintain Landlord's historical census and payor mix Vvith respect to Facility occupancy, subject 
to compliance with applicable Legal Requirements concerning discrimination based on payor 
type, and as needed to meet the financial performance set forth in Tenant's pro forma estimates 
in Exhibit B. Nothing in this Agreement affects the powers of the Landlord contained in 55 Ill. 
Compo Stat. §§ 5/5-21009 and 5/5-21010, which are powers Landlord maintains, to the extent 
those Landlord powers do not conflict with the Service Covenant set forth in Section 6.5. 

5.2] Tenant's Designated Representative. For any situation in which pursuant to the 
tel1ns of this Agreement, Tenant is required or permitted to take any action, give any report or 
make any request to or of Landlord. Tenant will act by and through Tenant's Designated 
Representative. 

5.22 Primary Goals & Quality Care. The primary goals of Tenant under this 
Agreement shall be to; 

(a) at all times acknowledge and implement:, through the oversight of the 
Landlord, the Lake County Mission; 

(b) provide an accurate aud objective reporting and approval channel for the 
Facility to the Landlord; and 

(c) maintain and strive to continuaily improve the operations of the Facility 
to; 
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0) Provide quality Ilursing and rehabilitation services for the benefit 
of the community; 

(ii) Maintain programs to promote the effective utilization of Facility's 
services; 

(iii) Maintain the current public image for the Facility; 

(iv) Maintain quality and proper staffing of the Facility; 

(v) Operate the Facility on a sOllnd financial basis; 

(vi) Institute sound financial accounting systems and internal tiscal 
controls through effective bUdgeting procedures, all in accordance with GAAP, with accounting 

"~",-,- ........ , .. pedom1ed,on.aA-accruaL.basis;-,--~,--.-,-.. ,,.--' ..... ,---,-.-.-,.,--.. '' .. ".--".----" ... ' .. ,.,' ..... ,,,_·,' .. _.~,.· ___ ..... __ ·_ ... ··_N·_' __ ·~ ___ ~ .... __ ._,· .. ,_ 

(vii) Provide sOllnd operating and billing procedures; 

(viii) Control the cash position of the Facility through sound collection 
methods; 

(ix) Take such other steps as are necessary to provide quality care to all 
residents of the Facility; and 

(x) Adhere to and fully cooperate with all applicable Legal 
Requirements. 

5.23 Offer of Beds to Current Residents in the Replacement Facility. Prior to the 
transfer of residents from Facility to the Replacement Facility at the end of the Term of this 
Agreement, Tenant shall first offer all then current residents of FaciHty admission to the 
Replacement FaciHty and Tenant shall make all reasonable efforts to maintain that bed for those 
current residents of Facility that choose to be admitted to the Replacement Facility. The Tenant 
obligation under this Section 5.23 shall survive the termination of this Agreement. 

ARTICLE 6 
PAYMENTS 

6.1 . Payments. Landlord shall make Progress Payments and Start-Up Capital 
Payments to Tenant for the Term of this Lease in accordance with the provisions of lhis Article 
and the Pro Forma. Landlord shall be permitted to withhold Progress Payments in accordance 
with the provisions of Section 6.2 of this Agreement. Notwithstanding the foregoing, Landlord's 
obligation to make the Start·Up Capital Payments shall be unconditional, provided that Tenant 
submits written invoices to Landlord at least thirty (30) days in advance for each monthly Start· 
Up Capital Payment. Each such Start-Up Capital Payment shall be paid by Landlord to Tenant in 
the amount set forth on the Pro Fonna, at least ten (10) Business Days prior to the first day of 
each stich month, provided that Tenant Sllbmits written invoices timely in accordance with this 
Section 6.1. 
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6.2· Amount and Conditions for Progress Payments: 

6.2.1 Landlord shall make the Progress Payments to Tenani on a monthly basis; 
beginning on the Effective Date, in the amounts set forth for each respective month on line 045 
of the Pro Forma. Provided that Tenant submits written invoices to Landlord at least thirty (30) 
days in advance for each monthly Progress Payment, Progress Payments shall be paid by 
Landlord to Tenant accordingly. Progress Payments shall be paid by Landlord to Tenant at least 
ten (l0) Business Days prior to the first day of the respective month to which. such. payment 
relates, provided that Tenant submits written invoices timely in accordance with this Section 6.2. 
The parties understand that Progress Payments are expressly conditioned on Tenant meeting the 
mileslones set forth in Exhibits C, D, and E (individually, a "Milestone" and collectively, the 
"Mileston~s"). Should Tenant fail to satisfy any Mjiestone, Landlord shall be permitted, in its 
discretion, to withhold the Progress Payment for such month, along with Progress Payments for 
subsequent months, until such time as Tenant has completed the task/objective covered by such 

··--·-········---··-Mnes-toiie~--Notwlfhsiandlngthe7oregolng;-TfTenruiTsubsequentlycompleteSthetaSkiObjective----.--...... . 

covered by a Milestone that was previously unsatisfied, Landlord shall not be permitted to 
withhold further Progress Payments. 

6.2.2 Landlord shall have no obligation to make Progress Payments: (a) beyond 
the Initial Term; or (b) in an amount greater than the aggregate amount of the Progress Payments 
set forth on the Pro Forma. Upon expiration of the Term, and within ten (l0) calendar days 
following Tenant'g delivery of the final annual financial report at the end of the Term 
contemplated under Section 5.7 of this Agreement, Landlord and Tenant shall conduct a 
reconciliation (the "Reconciliation;') with respect to the Progress Payments paid to Tenant by 
Landlord and the actual Facility Operating Expenses paid by Tenant in operating the Facility~ If 
the Reconciliation indicates that the Progress Payments utilized by Tenant are less than the 
amounts estimated in the ProForma attached as Exhibit B~ then such difference shall be referred 
to as the "Shared Savings", and such Shared Savings shall be treated as follows: 

(a) Tenant shaH be eligible to retain up to 50% of the Shared Savings 
(the 4(Quality Incentive Payment"), subject to Tenant's satisfaction of the following standards: 

(i) Provided that Tenant improves the overall star rating of the 
Facility by showing that the star rating for the last 24 months of this Agreement is on average a 
higher rating than when Tenant took over (Effective Date), and the star rating is higher than it 
was on the Effective Date when the tenant exits the building after successfully accomplishing 
Phase III, as such rating is published on ht1p:l/medicare.gov/nursinghomecompare/search.html 
(or its successor entity/publication location), Tenant shall be entitled to retain 1/3 of the Quality 
Incentive Payment, with the remainder of the Shared Savings remitted back to Landlord; 

(ii) Provided that Tenant maintains an average resident 
satisfaction level equal to or greater than 3.75 out 5 on the Pinnacle Customer Satisfaction 
Surveys and the TCM employee surveys commencing on the Effective Date through the end of 
the Term, Tenal1t shall be entitled to retain 113 of the Quality Incentive Payment with the 
remainder of the Shared Savings remitted back to Landlord; and 
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(jij) Provided that Tenant achieves Shared Savings in its 
management and operation of the Facility commencing on the Effective Date through the end of 
the Term, Tenant shall be entitled to retain 1/3 of the Quality Incentive Payment with the 
rem~linder of the Shared Savings remitted back to Landlord. 

(b) Any Quality Incentive Payment, if applicable, shall be retained by 
Tenant at the end of the Term of this Agreement. Otherwise, any Shared Savings that does not 
constitute a Quality Incentive Payment shall be remitted back to Landlord. 

6.3 Start~lJp Capital. 

6.3.1 Landlord shall make the Start~Up Capital Payments to Tenant on a 
monthly basis, beginning on the Effective Date of this Agreement, in the amounts set forth for 
each respective month on line G46 of the Pro Forma, provided that Tenant complies with, the 

............. -............. ······, .. -rcquirenmnm-and:rtmeftames-set·fo.rth·rn·Section·oct:······-....... --."'-.-.--............... ---.......... ~-<."-.*~.<.--.--- ... ..;".-.. --*~ ....... --.. 

6.3.2 Start-Up Capital, shall be repaid by Tcnant to Landlord as follows: 50% of 
the amount of the Start-Up Capital shall be repaid within 90 days of the first to occur of the 
following, and the remaining 50% shall be repaid within 180 days of the tirst to occur of the 
following: (a) termination of Phase HI; OJ (b) any other termination of this Agreement. 

. Notwithstanding the foregoing, the aggregate amount of the Start-Up Capital which Tenant is 
obligated to repay shall be reduced, only by a maximum of $900,000.00, only if Tenant provides 
evidence to Landlord of1he following, and only to the extent of any of the following: 

(a) any material decrease in Medicaid reimbursement for services 
provided by Tenant to residents of the I~aciIity> calculated by subtracting the aggregate Medicaid 
reimbursement received by Tenant from such payor during the Term from the aggregate 
Medicaid reimbursement that would have been received by Tenant from· sucbpayor if the 
respective Medicaid reimbursement ratc(s) remained consistent with the Medicaid 
,reimbursement rate(s) effective as of the Effective Date throughout the Term; 

(b) any Damages incurred by Tenant that relate, directly or indirectly, 
to the union that is currently providing services at the Facility pursuant to 1he agreement with 
Exiting Operator, including, without limitation, pension obligations related to such union andlor 
any claim made by the union regarding outstanding payment obligations. backpay obligations, or 
other benefits owed by Exiting Operator; provided, however, that for purposes of this Section 
6.3.2(b), Damages shall not include Damages incurred by Tenant that relate, directly or 
indirectly to future union agreements or future union relationships with Tenant; 

(c) the aggregate amount by which the actual real estate taxes payable 
by Tenant exceeds the amount set forth on the 1>ro Forma for real estate taxes; 

(d) any Damages incurred by Tenant as a result of any Change in Law; 
or 

(e) any other Damages incurred by Tenant, which are mutually agreed 
upon by the parties, that relate to a material adverse cvent(s) not reasonably foreseeable by 
Tenant and not caused by any action or inaction of Ten ant. 
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6.4 Changes in Law. Notwithstanding anything herein to the contrary, if during the 
Term hereof any Change in Law results in an Adverse Consequence (as such terms are denned in 
this Section 6.4), the parties agree to cooperate in making reasonable revisions to this Agreement 
and the Pro Forma in order to avoid and/or mitigate the effect of such Adverse Consequence. If 
the parties through good faith negotiations faU to agree to such revisions after thirty (30) days 
following written notice by either party to the other party requesting renegotiation, then this 
Agreement may be immediately terminated by either party upon written notice to the other party. 
In such event, the parties shaH promptly proceed to unwind their relationship and place the' other 
party in SUbsk111tially the same position as such palty was in prior to the Effective Date. During 
such unwinding, Tenant shaH remain as manager of the Facility in accordance with Phase lof 
this Agreement. 

As used herein, "Change in Law" shall mean: (i) any new legislation or rulemaking 
enacted by the federal or any state or local government; Oi) any governmental, judicial, or 

'-''''-~aaniTn1stratrveoraer:~Oeciee-'or-'aeCiSron'tf1aCwoiil(rarrecrTlie·nursrngnomeilli.IiiStiY·~generalTY:-"····'-'········-

and not such orders, decrees or decisions applying to the Facility itself as a result of actions or 
omissions of Tenant; or (iii) any interpretation of (i) or Oi) above by a court of competent 
jurisdiction or by a formal written opinion issued by legal counsel to either party. As used 
herein, "Adverse Consequence" shaH mean a Change in Law that prohibits, restricts. limits or 
otherwise affects either party's rights or obligations hereunder in a material manner or otherwise 
makes it desirable for the parties to restructure the relationship established hereunder because of 
material legal or financial consequences expected to result from such Change'in Law. 

6.5 Service Covenant. In recognition of the role the Facility has played in caring for 
residents of Lake County. and with the intention of maintaining that level ,of commitment to 
Lake County residents and otherwise supporting the County's interest in'Lake County residents 
receiving services, Tenant shall comply with the following covenant; 

6.5.1 In a simple majority of certain referrals to the Facility of prospective 
facility residents who are residents of Lake County ("LC Resident") by Referral Sources 
(defined below) which do not result in an admission because Tenant cannot satisfy the resident's 
needs (e.g., advanced psychotic, schizophrenic, or suicidal conditions), Tenant shaH use 
commercially reasonable efforts to undertake the following actions ("Service Covenant"): 
Within five (5) Business Days of declining to admit such LC Resident, Tenant will either 
identify available services to meet the needs of the LC Resident or identify an alternative nursing 
facility located preferably within the Lake County Marketplace, offering the types of services 
required by the resident ("Alternate Placement"), and Tenant will identify the Alternate 
Placement to the Referral Source by providing written or verbal notice. For ptll'poses of this 
Section 6.4, "Referral Source" means a referral source, other than other facilities, that ha"l 
refelTed a LC Resident to the Facility for admission, and the term "LC Resident" includes 
resident's decision-making proxy, where appropriate in a given context. 

6.5.2 Limitations on the Service Covenant. 

(a) Tenant shall ,not be obligated to admit to the Facility any LC 
Resident who requires or may foreseeably require any of the categories of services listed or is 
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otherwise described on Exhibit I ("Service Limitations") or whose needs lUay otherwise 
negatively affect then-current Facility residents. Such referrals are "Non-qualifying Referrals." 

(b) If Tenant has notified a Refen'al Source in writing of the Facility's 
Service Limitations, and the RefelTal Source makes a referral to the Facility of a LC Resident 
whose needs faJt within or foreseeably may fall within the Service Limitations, then Tenant may 
but shall have no obligation to identify an Alternate Placement, and such Non-qualifying 
Referral shall not be included in the assessment of Tenant's compliance with the Service 
Covenant. 

(c) The following circumstances shall not be included in the 
assessment of Ten ant's compliance with the Service Covenant: 

. ..... .. . '. (i). If TeJlaj)t)s ul1lible to tld1nh .~ J:.,C Resident due to 
·-'---.... ···.··' .. ·-··----insuff'ICient'staffing'llt·the-F'aciiity;-or-discontinuation'orl'lannecl'UlscontilIuatiurr1.Jf-a-category·of----,,_ ... -._.,.--, ... -

service, Tenant may, but shall not be obligated to identify an Altemate Placement. 

(ii) If Tenant is unable to admit a LC Resident due to damage 
to the Facility, construction, renovation, equipment failure or loss, or other structural 01' physical 
cause, Tenant may, but shaH not be obligated to identify an Alternate Placement. 

(iii) Tenant shall not be obligated to identify an Altemate 
Placement for a LC Resident if none exists suitable for the I.C Resident's needs within the Lake 
County Marketplace at the time of the referral to the Facility. 

6.5.3 Tenant Not a Referral Source. 

Under no circumstances shall Tenant be deemed to Ilave made a refen'al in identifying 8n 

Alternate Placement. Landlord shall not take or support the position that Tenant has made a 
referral in identifying an Alternate Placement. 

6.5.4 Certification by Tenant. 

(a) At the end of each quarter beginning with the first three months 
after the Effective Date, and until the temlination of this Agreement, Tenant shall certify 
("Quarterly Certification") to the Landlord that it has or has not met the Service Covenant. 
The Qualterly Certification shall provide cumulative information for the preceding quarters, 
ending in the applicable quarter to date. The Landlord shall meet within ten (10) Business Days 
following delivery of each Quarterly Certification to the Landlord. Such delivery may be 
electronic, at Tenant's option. If for any quarter Tenant has not met the Service Covenant, the 
LandJord will notify the Tenant. 

(b) Tenant shaH deliver a cumulative annual certification to the 
Landlord as to whether Tenant has met the Service Covenant ("Annual Certification"), based 
on an annual cycle starling on the Effective Date. The Annual Certification shall be cle1ivered 
within 10 Business Days of the end of each annual cycle. Such delivery may be electronic, at 
Tenant's option. 
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(c) Both the Quarterly Certification and Annual Certit1cation will 
identify (l) compliance with the Service Covenant by specificaliy setting forth those LC 
Residents referred by Refell'al Sources who are not admitted to the Facility, and state the reason 
and list the Alternate Placement identified by Tenant; provided however, such infomlation shall 
be provided to the Landlord in a manner that wilt not violate standards that protect health 
information and identities of such LC Residents, (2) actual census numbers for the Facility by 
payor type, and (3) progress reports with respect to compliance with the Phase I, II, and II 
Milestones with explanations and evidence of same that is reasonably satisfactory to Landlord, 

(d) An Alternate Placement notification by Tenant shall not be 
invalidated by (i) the refusal or failure of the Referral Source to communicate the Alternate 
Placement to the LC Resident, (ii) the refusal or failure of the Alternate Placement to accept the 
LC Resident, (iii) the failure or refus(il of the LC Resident to become a resident of the Alternate 
Placement, (iv) efforts by the LC. Resident or Alternate Plficement to l'el()c~te or relocation of 

·······-·-·--··---·-·-··SU~lft:e~S'Ii::Wlirf()lJmvimrm:tmt§S'tOfrto:t\lrern1!re'-Pt~tenren:r.oY(vrrefusa:fl5r~gfmrnn1fr-- -,.- ..... ,.-.,-
Alternate Placement based on facts concerning the LC Resident or the Alternate Placement not 
previously known toTenant. 

6.5.5 Landlord's Remedies. If Tenant fails to meet the Service Covenant for 
any quarter, Tenant shall immediately submit a plan of correction to Landlord. In addition, 
Tenant shall pay to Landlord $500 per day for each day in which Tenant is in violation of the 
Service Covenant. If Tenant fails to· meet the Service Covenant a second time while this 
Agreement is iri effect, in addition to the $500 per day penalty set forth: above, Landlord shall 
have the option of arranging for the administration of the Service Covenant by qualified experts 
chosen by Landlord, the cost of which shall be a Tenant expense,but which shall not be 
includable on the Pro Forma. 

6.5.6 Lender's Criteria. Landlord acknowledges that Tenant's and Tenant's 
lenders may imposefmanc.ial performance covenants ("Criteria") on Tenant's operation of the 
Facility, that Tenant's ability to continue to operate the Facilityand provide services to LC 
Residents in Lake County is conditioned on achieving such Criteria and on receiving timely 
Progress Payments under this Agreement, and that achieving the Criteria and/or making 
payments to Landlord under this Agreement may require Tenant to deviate from .the Objective 
from time to time. In such event, together with any Quarterly or Annual Certification so effected, 
Tenant shall provide to Landlord financial information to demonstrate Tenant's need to deviate 
from the Objective, and identify what Criteria is implicated, and the Tenant shall be entitled to 
suspend the provisions of Section 6.2, at the reasonable discretion of the Landlord, without 
waiving Tenant's requirements to abide by the Objective throughout the Term of this Lease. If 
Landlord's non-payment of the Progress Payment would cause Tenant to fail to comply with the 
Criteria or be unable to make timely payments under the Lease, withholding of such Progress 
Payment and any previously withheld Progress Payments may be deferrecl by Landlord at 
Landlord's discretion. 
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ARTICLI~ 7 
REPRESENTATIONS AND WARRANTIES 

7.1 Landlord's Representations and Warl'allties. 

7.1.1 Organization and Qualification; Authority; Binding Effect. 

(a) Landlord in an Illinois municipal corporation, duly fonned, validly 
existing and in good standing under the laws of the State of Illinois, and has all requisite power 
and authority to own, lease, operate, and consummate the Transaction contemplated under this 
Agreement. Landlord is the sole owner of the FaciHty and holds good and clear title to the 
Facility and all of the related assets to be leased to Tenant under this Agreement 

(b) Landlord has, and as of the Effective Date and at all times up to 
·,",-,·,---,--~-·-·-,-and,-ii1Gluding.,t@I'miHat:ieH:-of--P-1i3se-In-wiU-hav('l.-4:he-~full-and-NHr.estI~Gt6d--llgbt~,-p~f,.and",------,-,.""-,,,­

authority to execute, deliver and perform this Agreement and to consummate the Transactions 
and perform all obligations contemplated hereby and in all agreements. instruments and 
documents being or to be executed and delivered by it in connection with such transactions, 
including the Operations Tmnsfer Agreement (collectively. the "Landlord Related 
Documents"). The execution and delivery of this Agreement and the Landlord Related 
Documents by Landlord, the performance of this Agreement and the Landlord Related 
Documents by Landlord, and the consummation of the Transaction contemplated hereby and 
thereby, have been duly authorized by Landlord and no other proceeding on the part of Landlord 
is necessary to authorize this Agreement or the Landlord Related Documents or to COllsunmlate 
the Transaction contemplated hereby or thereby. This Agreement has been duly executed and 
delivered by Landlord and constitutes the valid and binding obligation of Landlord, enforceable 
against Landlord in accordance with its terms. When each of tlle other Landlord Related 
Documellts has been duly .executed and delivered by Landlord, such Landlord Related 
Docmnents will constitute a legaJ and binding obligation of Landlord enforceable against it in 
accordance with its terms, except to the extent that enforcement may be limited by or subject to 
any bankruptcy. insolvency, reorganization, moratorium or similar law as is now or hereinafter in 
effect relating to creditors' rights generally. 

7.1.2 No Conflict; Required Filings and Consents. 

(a) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a pa11y, Landlord's performance of this Agreement 
and the Landlord Related Docl.IInents to which it is a party, and the consummation of the 
Transaction contemplated hereby and thereby will not conflict with or violate or constitute, with 
or without notice or the lapse of time 01' both, a breach of 01' defal.l1t under: (i) the governing or 
charter documents of Landlord. (ii) any Legal Requirement, (iii) any contract to which Landlord 
is a party, or (iv) any other instrument to which Landlord is a party or by which Landlord may be 
bound or to which Landlord or any portion ofthe Facility is subject. 

(b) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a party, Landlord's perfonnance of this Agreement 
and the Landlord Related Documents to which it is a party, and the consummation of the 
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Transaction contemplated hereby and thereby will not with or without notice or the lapse of time 
or both, give to others any rights of termination, amendment, acceleration or cancellation of: or 
.requirc payment under, or result in the creation of any lien or adversely affect the Facility. 

(c) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a party, Landlord's performance of this Agreement 
and lhe Landlord Related Documents to which it is a party, and the consummation of the 
Transaction contemplated hereby and thereby will not require Landlord to obtain any consents, 
authorizations, orders and approvals of, or to make any filing with or notification to, any 
governmental entity or any other person or entity, except with respect to the approval of the 
County Board. 

7.1.3 Compliance with Laws. Landlord is, and has been, in material compliance 
with all Legal Requirements applicable to the Fac::i1ity. Landlord has not received, and to 

......... -···LahaloroTKiiowledge,~·no01herpiiffY1ias-receivea.·aiiY-Wfmexrn6fic~nmCgiifgnQiFcoffiP1iance·· 
with any material Legal Requirements within the five year period preceding the Signing Date. 

7.1.4 Environmental Matters. Landlord has not received any notice of any 
violation or alleged violation of any Environmental Law. and Landlord and the Facility are in 
compliance with 'all Environmental Laws. Neither Landlord nor the Facility are subject to any 
outstanding or threatened Environmental Action. The Facility has not been used by Landlord or 
any other person for the generation, storage, manufacture, use, transportation, disposal or 
treatment of Hazardous Substances, except for medical waste in the ordinary course of operating 
the Facility. There has been no Hazardous Discharge on or from the Premises by Landlord, or, 
to Landlord's knowledge, by any other person or entity. As used in this Agreement, 
"Environmental Law" means each and every applicable federal, state, local and foreign law, 
statute, ordinance, regulation, rule, judicial or administrative order or decree, permit, license, 
approval, authorization or ~imilar requirement of each and every governmental entity and the 
common law, pertaining to the protection of human health, safety the environment, or natural 
resources. including, without limitation, the Comprehensive Environmental. Response 
Compensation and Liability Act ("CERCLA"), 42 U.S.C. 9601, et seq., the Resource 
Conservation and Recovery Act ("RCRA"), 42 U.S.C. 690], et seq., the Toxic Substances 
Control Act ("TSCA"), 15 U.S.c. 2601, et seq., the Water Pollution Control Act ("FWPCA"), 
33 U.S.C. 1251, et seq., the Occupational Safety and Health Act ("OSHA"), 42 U.S.C. 655, all 
as amended. As used in this Agreement, "Hazardous Discharge" shall mean any releasing, 
spi\1ing, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping, 
leaching, disposing or dumping of Hazardous Substances. As used in this Agreement, 
"Haz~u'd()us Substance" shall mean any substance, compound, chemical or element which is: 
(i) defined as a hazardous substance, hazardous material, toxic substance, hazardous waste, 
medical waste, pollutant or contaminant under any Environmental Law; (ii) a petroleum 
hydrocarbon, including crude oil or any fraction [hereof; (iii) asbestos in any form; or (iv) radon, 
mold, lead, or other toxic compounds or substances. As used in this Agreement, 
"Environmental Action" means any Actions and Proceedings under or by viliue of any 
EllvironmcntaI Law or in connection with any Hazardous Discharge oj' H,lzardous Substcmce. 

7.1.5 full Disclosure. No representation or warranty by Landlord in this 
Agreement contaIns any untrue statement of a material fact, or omits to state a material fact 
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necessary to make the representation or waT1'anty contained therein, in light of the circumstances 
in which they are made. 

7.2 Tenant's Representations and WalTanties. 

7.2.1 Organization and Qualification; Authority; Binding Effect. 

(a) . Tenant is a limited liability company, duJy formed, validly ex.isting 
and in good standing under the laws of the State of IHinois, and has all requisite power and 
authority to own, lease, operate, and consummate the Transaction contemplated under this 
Agreement. 

(b) Tenant has, and as of the Effective Date and at all times up to and 
including termination of Phase 111 will have, the full and unrestricted right, power and authority 

·---·---·----··········to·e>Eeeute,-deliver·flfld-pel'ferm·t-ais-Agreemeflt-and-te·eonsummate.:the-+ransaG~ian&and .. ped01'nl-·-"-"--.-'."­
all obligations contemplated hereby and in all agreements, instruments and documents being or 
to be executed and delivered by it in connection with such transactions, including the Operations 
Transfer Agreement (co.llectively, the "Tenant Related Documents"). The execution and 
delivery of this Agreement and the Tenant Related Documents by Tenant, the performance of 
this Agreement and the Tenant Related Documents by Tenant, and the consummation of the 
Transaction contemplated hereby and thereby, have been duly authorized by Tenant and no other 
proceeding on the part of Tenant is necessary to authorize this Agreement or the Tenant Related 
Documents or to consummate the Transaction contemplated hereby or thereby. This Agreement 
has been duly executed and delivered by Tenant and constitutes the valid and binding obligation 
of Tenant, enforceable against Tenant in accordance with its terms. When each of the other 
Tenant Related Documents has been duly executed and delivered by Tenant, such Tenant 
Related Documents will constitute a Jegal and binding obligation of Tellant enforceable against it 
in accordance with its terms, except to the extent that enforcement may be limited by or subject 
to any bankruptcy, inSolvency, reorganization, moratorium or similar law as is now or hereinafter 
in effect relating to creditors' rights generally. 

7.2.2 No Conflict; Required Filings and Consents. 

(a) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party. Tenant's performance of this Agreement and 
the Tenant Related Documents to which it is a party, and the consummation of the Transaction 
contemplated hereby and thereby will not conflict with or violate or constitute, with or without 
notice or the lapse of time or both, a breach of or default under: (i) the governing or charter 
documents of Tenant, (ii) any Legal Requirement, (iii) any contract to which Tenant is a party, or 
(iv) any other instrument to which Tenant is a party or by which Tenant may be bound or to 
which Tenant is subject. 

(b) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party, Tenant's pel'formance of this Agreement and 
the Tenant Related Documents to which it is a party, and the consummation of the Transaction 
contemplated hereby and thereby will not with or withollt notice or the lapse of time or both, 
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give to others any rights of termination, amendment, acceleration or cancellation of, or require 
payment under, or result in the crcation of any lien or adversely affect the Facility. 

(c) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a pru1Yt Tenant's performance of this Agreement and 
the Tenant Related Documents to which it is a party, and the consummation of the Transaction 
contemplated hereby and thereby will not require Tenrult to obtain rulY consents, authorizations, 
orders and approvals of, or to make any filing with or notification to, any governmental entity or 
ooy other pcrson or entity. 

7.2.3 Compliance with Laws. Tenant is; and has been, in material compliance 
with all Legal Requirements to allow Tenoot to fulfill its obligations under this Agreement. 
Tenant has .not received, and to Tenant's knowledge, no other party has received, any written 
notice alleging non-cQI!lp!iaIlce~i!h !:!!1YJ!lB.:t~~t?I~~g~IR~q~irt?l1!ents, including but not limited 

_.,._" .. _ .... ·······, .... ·to'tmy·petltllnlfC'Offiptta.ffeelfctlIDlrowIll'ilh1:rIl:iFSR:B:--· ._ .. _ ..... _ ... _ ..... _ .. __ .... _-_ .......... _,_ .... _ .... " ....... -._., .. " ...... . 

ARTICLE 8 
MISCELLANEOUS 

8.1 Quiet Enjoyment. Tenoot, upon paying the Rent and all other charges herein 
provided, Md for observing ood. keeping the covenants, agreements, terms and conditions of this 
Agreement on its pru1 to be perfonned. shall lawfully and quietly hold, occupy Md enjoy the 
Facility during the Term of this Agreement, .Md subject to its tenns, without hindrance by 
Landlord or by any other person or persons claiming under Landlord. 

8.2 Notices. All notices, approvals or other communications that a party may desire 
or be required to give to another party under the tenns of this Agreement shall be in writing and 
shall be deemed to have been properly given, served ood received: (i) if delivered by messenger, 
when delivered; (ii) if mailed in the United States certified or registered mail, postage prepaid, 
return receipt requested, on the third (3cd) postal delivery day after mailing; or (iii) if sent for next 
Business Day delivery by reputable, national next business day express carrier, freight prepaid, 

.-- .. ,.< •. , ... ·-tlitrhext ·biis1iles-s'aayanefaispatclno:siich~carrier;'a(fdfesse{ff6'Sticli'paftjas'TolJows:'" 

If fo Tenant: 

Witlr copies to: 

If to Landlord: 

Transitional Care of Lake County, LLC 
6400 Shafer Court, Suite 600 
Rosemont, IL 60018 
Attention: Mike Filippo 

Benesch, Friedlander, Coplan & AronoffLLP 
200 Public Square, Suite 2300 
Cleveland,OH 44114-2378 
Attention: Daniel J. O'Brien 

County of Lake 
18 N. County Street 9th floor 
Waukegan, IL 60085 
Attn: County Administrator 

31 

-58-

Attachment - 2 



Witl, copies to: 

Additional Copies 
To: 

County of Lake 
18 N. County Street 9th floor 

Waukegan, lL 60085 
Attn: Deputy of the Civil Division 

Duane Morris LLP 
190 South laSalle Street 
Suite 3700 
Chicago, 1L 60603 
Attn: Nicholas 1. Lynn 

8.3 Memorandum of Lease. Upon demand by either party, Landlord and Tenant 
... "'agi;ee'lo'execiife:"ana~deIiver'~:CsliortToi:mTease-iii'recoroabTitTorni·sotl1iif·tnc·same··may"oe-····· 

recorded by either party. 

8.4 Estoppel. Each party agrees that any time, and from time to time, upon not less 
than ten (10) days prior written request from the other party, to execute,. acknowledge and deliver 
10 the other party a statement in writing, certifying that this Agreement is unmodified and in fuB 
force and effect (or if there have been modifications,that the same is in full force and effect as 
modified, and stating the modifications), Ihe dates to which the Rent has been paid; and whether 
any events have occurred Which, with the giving of notice or the passage of time; or both, could 
or do constitute a Default hereunder. 

8.5 Fair Market Value. In determining the payments to be paid under this Agreement, 
including but not limited to the Progress Payments, the parties have agreed to the fair market 
value of the payments in light of the time, energies, training, experience and skills required, and 
experience and general economic conditions. The partieS agree that the payments,including the 
Progress .Payments set forth herein 'reflect fair market value and have not been determined by 

.. tfl~it1gJ!l.tQ.!lqg2!!!:lt.j~. ~y~~y ... !h~".Y9J!1.!1}~-E! .. y~.!!!'?QL~1~J~f~~~1~ .. ?.r. .. ~11~i~~s.~ .. g~!1.~!a~e.~ ....... _....................._ 
between the parties which is reimbursed under Medicare, Medicaid or any private health 
insurance. 

8.6 No Requirement to Refer. Nothing in this Agreement shall constitute an 
agreement for referrals or an agreement 10 offer or receive anything of value as an inducement 
fO!' referrals. The terms of this Agreement are not dependent upon the amount or volume of 
referrals. Nothing in this Agreement ,is intended to be, nor will it be construed as, an offer, 
inducement or payment, whether directly or indirectly, overtly or covertly, tor the referral of 
residents or patients, or for the recommending or arranging of the purchase, lease or order of any 
item or service. No referrals are required under this Agreement. 

8.7 Change in Legal Requirements. Upon either party's good faith determination, on 
the basis of events occurring subsequent to the date of this Agreement, that the Agreement fails 
to comply in a material' way with any applicable Legal Requirements, the parties agree 10 take no 
action deemed to be in violation of such law and, after notice has been given, the parties shall 
promptly meet within a period of thirty (30) days and using good faith and due diligence shall 
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attempt to agree upon a new structure that will satisfy the business objectives of the Agreement 
and applicable Legal Requirements. It: by the end of the thilty (30) day period the parties have 
agreed upon a new structure, then the parties may amend this Agreement. 

8.8 lnterpretation. All of the provisions of this Agreement shaH be deemed and 
construed to be "conditions" and "covenants" as though the words specifically expressing or 
importing covenants and conditions were used in each separate provision hereof. Any reference 
herein to the termination of this Agreement shaH be deemed to include any tennination thereof 
by expiration, or pursuant to Articles referring to earlier termination. AU nouns and pronouns 
and any variations thereof shaU be deemed to refer to the masculine, feminine, neuter, singular 01' 

plural as the identity of the perSOll or persons, firm or firms, corporation or corporations, entity 
or entities or any other thing or things may require. 

8.9 Headings. The headings and titles in this Agreement are inserted only as a matter 
ofconventenee~nnd·'f()f'~f'efef~fi(re'llIfd~lfr-:fioWa-y:'de:fltfe;'tlnl1t'ordescribe"tner~ope (YrtIiteftr'(5f·'~· . ,.""."",.--.,. 
this Agreement, nor in any way affect this Agreement 

8.10 Entire Agreement. This Agreement contains the entire agreement between the 
parties, but arises from the Lake County RFP dated July 23,2014, (attached to this Agreement as 
Exhibit J), and approved by the Landlord on May 12, 2015, and a Transitional Care 
Management Proposal dated August 14, 2014 (attached to this Agreement as Exbibit K. In the 
event of a conflict between these three documents, the order of precedence shaH be (1) this 
Agreement; (2) the RFP;(3) the Transitional Care & Management Proposal. No oral 
modifications to this Agreement shall be valid, but rather all modifications must be made in 
writing and signed by both parties. 

8.11 Assignment. Neither party shaH be permitted to assign or sublet, whether by 
operation of law or otherwise, all or any portion of this Agreement without the prior written 
consent of the other party. 

8.12 Force Majeure, Neither party shall be liable nor deemed to be in Default for any 
, delay' 'ofTailtire Tifpefformance'unaeflliis'Agreemen{or oilier interruption of service' resulting," 

directly or indirectly, from aetsof God, acts of public enemy, war, accidents, fires, explosions, 
earthquakes, floods. 'failure of iran sport at ion, strikes or other work intefluptions by either patties' 
employees, legislative changes or rulemakings, or any similar or dissimilar cause beyond the 
reasonable control of either party . 

8.13 Severability. If any term or provision of this Agreement shall to any extent be 
held invalid 01' unenforceable, the remaining terms and provisions oftl1is Agreement shaH not be 
affected thereby, but each term and provision shall be valid and be enforced to the fulles1 extent 
permitted by law. 

8.14 Survival. The provisions of Sections 4.28 and 4.29 of this Agreement shall 
survive the termination of this Agreement for a period of one (I) year. 

8.J 5 Counterparts. This Agreement may be executed in any number of counterparts 
with the same effect as if the parties hereto had signed the same document. Signatures 
transmitted by facsimile Qr PDF shall have the same effect as original signatures. 
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8. I 6 Dates. If a party signs but fails to date a signature, the dale that the other party 
receives the signing party's signature will be deemed to be the date that the signing party signed 
this agreement, and the other party may inscribe that date as the date associated with the signing 
party's signature. 

{SIGNATURE PAGE FOLLOWS ON NEXT PAGEl 
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IN WITNESS, WHEREOF, the parties hereto have caused this Agreement to be signed 
by persons authorized to do so on behalf of each of them respectively the day and year just above 
written. 

DM2\5540662.9 

Lnndlord: 

COUNTY OF LAKE, an Illinois municipal 
corporation 

BY4L-8~ Its;· ,,~ 

COllsented to tltis __ day of Mati 
2015 J 

Tenant: 

TRANSITIONAL CARE OF LAKE 
COUNTY, LLC, an Illinois Limited Liability 
Company 
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Winchester House 
1125 North Milwaukee Avenue 
Libertyville. Illinois 60048 

EX HlHITA 

PREMISES 

A-I 
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EXHIBIT B 

TENANT'S PRO FORMA ESTIMATJl:S FOR OP)i~RATION O}t' Ii' ACILITY 

See attached. 

, 

B-1 
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EXHIBITC 

PHASE I MILESTONES 

Phase I shall commence as of the Effective Date. During Phase I, Tenant shall take all 
commercially reasonable actions necessary to secure all Healthcare Licenses and Approvals 
needed to operate the Facility. During the pendency of Tenant's receipt of the Healthcare 
Licenses and Approvals, Tenant shal1 assist Landlord (or Landlord's agent) in Landlord's 
provision of services for the health, safety, nursing care, and welfare of all Facility residents. 
During this Phase I. Tenant shall work cooperatively with Landlord to assure a smooth transition 
to Phase II. Such transition shall include, but not be limited to, installation of systems and 
procedures needed to operate and sustain operations. performing inventory of existing movable 
equipment and supplies, establishing cut-off procedures for accounts receivable and accounts 

--"-"'.< <.< •. _- ·····payable;·assem bling· acworkfaree;· :transfcITing:~applieflble":eOlltraetu[lFobHgo.t-iens--to·+enantc-aHd·~· -.<, ...•. ~ .• :.~ .• --..­

sllch other practices necessary for the transition of the Facility operation to Tenant. Phase I shall 
terminate upon Tenant's receipt ofthe Healthcare Licenses and Approvals. 

• Filing of CHOW CON Application within thirty (30) days of the Effective Date. 

• Filing of Application for Licensure ("l .. icensure Application") with IDPH within ten 
(10) days of receipt of the CHOW CON Approval. 

• Filing of documents for Medicare Certification fourteen (14) days after approval by 
lDPH of the Licensure Application. 

• Filing of documents for Medicaid Ce11ification fourteen (14) days after approval by 
IDPH of the Licensure Application. 

C-J 
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EXHIBIT f) 

PHASE II MILESTONES 

Phase II shall commence upon Tenant's receipt of the Healthcare Licenses and Approvals. 
During Phase II, Tenant shall continue to provide for the health, safety, nursing care and welfare 
of all Facility residents, and shall be the sole operator of the Facility pursuant to the terms of this 
Agreement and pursuant tonny and all applicable Legal Requirements. In addition, during 
Phase II, Tenant shall diligently prepare and submit an application to obtain the Replacement 
Facility CON Approval. Phase II shall terminate upon Tenant's receipt of both: (a) the 
Replacement Facility CON Approval; and (b) the Healthcare Licenses and Approvals. 

(A) Contract to secure land for construction of Replacement Facility ten (l0) 
monthsfrom...Effective.Date....... . ...... _"". ......... . 

(B) Presentation of master design, architectural drawings. and master plan for 
Replacement Facility to Landlord - nine (9) months from Effective Date. 

(C) Preparation by Tenant of CON for Replacement Facj]ity and discontinuation 
CON, and presentation to Landlord of Replacement Facility CON and any 
discontinuation CON in DRAFT form - nine (9) months from Effective Date. 

(D) Preparation by Tenant of construction schedule and list of contractors for building 
of Replacement Facility; presentation of same to Landlord sixteen (16) months 
from Effective Date. 

(E) Filing of Replacement Facility CON Application by Tenant for Replacement 
Facility (to be coordinated by Tenant with Landlord discontinuation of Landlord 
CON) with IHFSRB - ten (10) months from Effective Date. 

D-t 
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EXHIBITE 

PHASE III MILESTONES 

Phase III shall. commence upon Tenant's receipt of both: (a) the Replacement Facility CON 
Approval; and (b) the Healthcare Licenses and Approvals. During Phase III, Tenant shall 
continue to provide for the health, safety,. nursing care and welfare of all Facility residents. 
Promptly following Tenant's receipt of the Replacement Facility CON Approval, Tenant shall 
diligently pursue construction of the Replacement Facility in accordw1ce with the tenus of the 
Replacement Facility CON Approval, followed by relocation of the residents. Phase III shall 
tenninate upon transfer of the last then current resident to the Replacement Facility,. in 
accordance with the laws, rules and regulations of the State of Illinois regarding the transfer of 
residents. 

(A) Tenant to begin construction of Replacement Facility project pursuant to 
Replacement Facility CON Approval- 24 months from Effective Date. 

(B) Filing of discontinuation of Facility CON with the IHFSRB - 24 months from 
Effective Date. 

(C) Completion of construction and submission of Final Project Report by Tenant to 
IHFSRB - 36 months from Effective Date. 

(D) Filing of Facility Closure Plan, with input from mPH that is gathered by Tenant, 
including details of transfer of residents to replacement facility; presentation of 
same to Landlord - 30 months from Effective Date. 

(E) Filing of Application for Licensure ("Licensure Application") for Replacement 
Facility with mPH 30 months from Effective Date . 

................... _._._.(E1 .. _._I~!L<!nJtQ.P-IQykkJQ .. L<\!1dlp.nt<L drnft .. Jr~n$itiQn ... ~n.q._<;QmmJIDi~~!iQ!I...PIoo.JQL_. __ . ... ......... . 
families and residents regarding tl'ansfer of residents into Replacement Facility 
30 months from Effective Date. 

£-1 
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EXHUUTF 

BUSINESS ASSOCIATE AGREEMENT 

See attached. 

F-l 
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EXnIBITG 

INSURANCE COVERAGES 

[Include retJuirement$ jor illsllT(mce COW!f(lge jor Tellant] 

See attached. 

0-1 
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EXHIBITH 

LAKE COUNTY MARKETPLACE 

See attached. 

H-l 
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EXHIBIT I 

SERVIC~~ LIMITATIONS ON SERVICE COVENANT 

Assisted Living Services 

Hospital Services 

Mental Health Services 

I-I 

Attachment - 2 

-71-



See attached. 

EXHIBIT.} 

RFP 

J-J 
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See attached. 

EXHIBITK 

-reM PROPOSAL 

K-l 
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See attached. 

EXHlBlTIJ 

PRE-J)EVELOPMENT COSTS 

L-I 
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EXHIBITM 

IRREVOCABLE STANDBY LEyrER OF CRJ~])IT 

ISSUING BANK: _______ [date] 
Letter of Credit No. _____ _ 
Letter of Credit Amount $700,000.00 

Issuing Bank Letter of Credit Reference No. _______ ~_ 

BEN EflCIARY: 

County of Lake 

18 North County Street - 9th Floor 

Waukegan, IL 60085.-4334 

Attn: County Administrator 

Ladies and Gentlemen: 

We hereby confirm the enclosed Irrevocable Letter of Credit No, and 
amendments thereto, if any, issued in favor of the Beneficiary by [insert 
name of issuing bank] for drawings up to the aggregate principal amount of $700,000.00, 

"effective-Immediately " "'11ii8 confiilnalioii i!r1ssued, ···presentableaifd·paya6nnir6i.ir6ffiCe·ar·-······ --.-..... 
_________ " ,and expires with our close of business on 
___ .,---___ [insert same expiration date as Letter of Credit]. The expiration date of this 
Letter of Credit shall be automatically extended for successive one (1) year periods unless we 
notify the Beneficiary by certified mail Of other receipted means of delivery sent to Beneficiary's 
above stated address sixty (60) or mOl'e calendar days before the then current expiration date. 
The expiration date is not subject to automatic extension beyond , and pending 
automatic extension shall be ineffective beyond that date. The expiration date shall also be 
extended in accordance with the temlS of an amendment issued by Issuer to which Beneficiary 
consents and in accordance with ISP98 Rules on elosllI'e of the place for presentation on the 
expiration date. 

We hereby undertake to fully and promptly honor within three (3) business days any 
drawings made by Beneficiary hereunder and presented at our oflice specified above on or 
before the expiration date of this confirmation or any automatically extended expiration date 
which is made by a completed drawing certificate in the form attached hereto as Attachment A 
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Except as expressly stated herein, our undertaking is not. subject to any agreement, 
condition or qualification. The obligation of the undersigned under this confirmation is the 
individual obligation of the undersigned and is in no way contingent upon reimbursement with 
respect thereto. 

This Letter of Credit is transferable one or m-ore times, in each instance to a single 
transferee and only in the full amollnt available to be drawn under the Letter of Credit at the time 
of such transfer. Any sllch transfer may be affected only through ourselves and only lIpon 
presentation to us at our above-specified office of a duly executed instrument of transfer in the 
format attached hereto as AUacbment B together with the original of this Letter of Credit. Any 
transfer of this Letter of Credit may not change the place of expiration .of this Letter of Credit 
from our above~specified office. Each transfer shan be evidenced by our endorsement on the 
reverse of the original of this Letter of Credit, and we shalf deliver the original of this Letter of 
CredH so endorsed .to the transferee. 

The term "Beneticiary" as used in this Letter of Credit means the beneficiary named in 
this Letter of Credit and any person who succeeds to substantially all of the rights of such 
beneficiary by operation of law or, in the event of a transfer of this Letter of Credit, the transfer 
beneficiary named in our advice -of transfer of this Letter of Credit and any pers-on who succeeds 
to substantially all of the. rights of such transfer beneficiary by operation of law. 

This confirmation is issued subject to the International Standby Practices 1998 ("ISP98") 
and the laws of the State of , and in the event of any conflict, the laws of the 
State of shall controL 

__________ [Issuer's name) 

By: 

M-2 
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Section I, Identification, General Information, and Certification 
Operatinp Identitv/Licensee 

A Certificate of Good Standing for the applicant, Transitional Care of Lake County, LLC is attached at 
Attachment - 3. 

Name Ownership 

Brian Cloch 60% 

Denise Norman 10% 

Charles Ross 10% 

Sarah Glumm 10% 

Michael Filippo 10% 

Attachment - 3 
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File Number 0528106-7 

To all to whom these Presents Shall Come, Greeting: 

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

certify that I am the keeper of the records of the Department of 

Business Services. I certify that 
TRANSITIONAL CARE OF LAKE COUNTY, LLC, HAVING ORGANIZED IN THE STATE OF 
ILLINOIS ON MAY 08, 2015, APPEARS TO HAVE COMPLIED WITH ALL PROVISIONS OF 
THE LIMITED LIABILITY COMPANY ACT OF THIS STATE, AND AS OF THIS DATE IS IN 
GOOD STANDING AS A DOMESTIC LIMITED LIABILITY COMPANY IN THE STATE OF 
ILLINOIS. 

In Testimony Whereof, I hereto set 

my hand and cause to be affixed the Great Seal of 

the State of Illinois, this 20TH 

day of JULY A.D. 2015 . 

Authentication #: 1520102054 verifiable until 07/20/2016 

Authenticate at: http://www.cyberdriveillinois.com 

-78-
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Section I. Identification, General Information, and Certification 
Organizational Relationships 

The organizational chart for Transitional Care of Lake County, LLC is attached at Attachment - 4. 

Attachment - 4 
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I 
Brian Cloch 

I 
I 60% 

I 
(Xl 
o 

I 

Organizational Structure 
Winchester House 

---

Denise Norman Cha rles Ross Sarah Glumm Michael Filippo 

I 10% I 10% 

l 
Transitional Care of lake County, llC 

, , , , , , 

I 10% 

-
, , r--· ..... - ... -------... ---.. ------.. - .. ---.... ------------....... • ... - .... ..... _""\ 
, 
, , , , , . . , , 

i lease and Management Agreement between ! 
i Transitional Care of lake County, LlC and County of lake i 
L .... __ .. ________ .. _ ...... _ .. _ .. _ .. _ .. __ .. _______________________ .. ___ .... ___ J 

........ _ ..... * ........... ~ _____ .. _ ............ ~ ____ ....... L ....... "' __ ...... _______ ........ _ ..... ____ .. _ .............. " 

i Winchester House i 
i i 
i i l .. _ .. _ .. ____ ........ _ ..... ______ .............. _ .. __ .. _ .. _______ ................... ______ .. _ ... _____ -1 

i 
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Section I, Identification, General Information, and Certification 
Flood Plain Requirements 

The Applicants propose a change of ownership of Winchester House. The proposed project involves no 
construction or modernization. Accordingly, this criterion is not applicable. 

Attachment - 5 
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Section I, Identification, General Information, and Certification 
Historic Resources Preservation Act Requirements 

The Applicants propose a change of ownership of Winchester House. The proposed project involves no 
construction or modernization. Accordingly, this criterion is not applicable. 

Attachment - 6 
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Section I, Identification, General Information, and Certification 
Cost Space Requirements 

50837528.3 
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Section III, Project Purpose, Background and Alternatives -Information Requirements 
Criterion 1110.230. Project Purpose. Background and Alternatives 

Background of the Applicant 

1. The County of Lake currently owns and operates Winchester House. A copy of Winchester 
House's license issued by the Illinois Department of Public Health ("IDPH") is attached at 
Attachment - 11A. 

2. Certified listings of any adverse action taken against any facility owned and/or operated by the 
Applicants are attached at Attachments - 11 Band 11 C. 

3. Authorizations permitting the State Board and IDPH access to any documents necessary to verify 
information submitted, including. but not limited to: official records of IDPH or other State 
agencies and the records of nationally recognized accreditation organizations are attached at 
Attachment-11B and 11C. 

4. The Applicants have not previously submitted an application for permit during this calendar year. 
Accordingly, this criterion is not applicable. 

Attachment - 11 
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§tate of Ulinobi 2201139 

LICENSE, PERMIT, CERTIFICATION, 

Thl! person, firm Of corporation whose name .ppaars on this cartificale has compiled wtlh thl) 
provisions of Ihe Illinois StalUtas and/or rules and r~gu'ations alld is hereby authoriZed to 
enyaga In the activity ~s indicated below. 

COUNTY OF LAKE 

18._ \Jn~.r 1M. "v!norlly oj 
Tn. Slata 01 1I'lnois 
Dep.rtm.nl of PUbl;c, HoOiln 

BUSINESS ADDRESS 

. lICENSEE 

~I~~~~~~~~·~t~~~U~EE AVENlJE 
LIBERT Llf Il 600.8 . 
ThaUi ~:\lJoA~_~:tr6nOUlAnt~'OI Ole StaID Q(llUlwls .;ii/91'. 
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-1 

~~ LakeCounty 
~~ . 

Kathryn Olson, Chair 
Illinois Health Facilities and Services Review Board 
525 West Jefferson Street, 2nd Floor 
Springfield, Illinois 62761 

Dear Chairwoman Olson: 

. County Board Office 

18 North County Street 10th Floor 
Waukegan, Illinois 60085-4351 
Phone 847 377 2300 
Fax 847 360 7322 
Web http://wwwlakecountyiLgov 

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of 
Civil Procedure, 735 ILCS 511-109 that no adverse actions as defined in 77 Ill. Admin. Code 
1130.140 have been taken against Winchester House, the only health care facility owned or 
operated by the County of Lake in the State of Illinois, during the three year period prior to filing 
this application, other than noted below: 

NH 12-C0442, Type B violation of the Nursing Horne Care Act ("Act") with a $1,100 fine. 
NH 13-S05371NH 13-C0538. Type B Violation of the Act with a $2,200 fine. 

There are also two pending allegations that, dependent upon their resolution, could 
constitute adverse actions. Since they remain pending, these matters do not qualify as adverse 
actions and, in both circumstances, Lake County has requested administrative hearings so as to 
dispute the claims and present the appropriate challenges. However, in the interest of 
transparency, Lake County wanted to disclose the existence of these circumstances so as to 
provide a complete and truthful accounting of Winchester House's regulatory history. They are: 

NH 14-S0484 alleging a Type A violation of the Act; and 
NH 15-C0323 alleging a Type B violation of the Act. 

Additionally, pursuant to 77 Ill. Admin. Code § l11O.230(a)(3)(C), I hereby authorize the 
HFSRB and the Illinois Department of Public Health ("IDPH") access to any documents 
necessary to verify information submitted as part of this application for permit. I further 
authorize HFSRB and IDPH to obtain any additional information or documents from other 
government agencies which HFSRB or IDPH deem pertinent to process this application for 
permit. 

Sincerely, 

DM2\6060793.2 

"OFFICIAL SEAL' 
J R RICE 

NOTARY PUBLIC, STATE OF ILLINOIS 
MY COMMISSION EXPIRES 01-22-18 
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August 18,2015 

Kathryn Olson 
Chair 

Transitional Care of Lake County 

Illinois Health Facilities and Services Review Board 
525 West Jefferson Street, 2nd Floor 
Springfield, Illinois 62761 

Dear Chairwoman Olson: 

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of 
Civil Procedure, 735 ILCS 5/1-109 that no adverse action as defined in 77 lAC 1130.140 has 
been taken against any in-center dialysis facility owned or operated by Transitional Care of Lake 
County, LLC in the State of Illinois during the three year period prior to filing this application. 

Additionally, pursuant to 77 Ill. Admin. Code § 1110.230(a)(3)(C), I hereby authorize the 
Health Facilities and Services Review Board ("HFSRB") and the Illinois Department of Public 
Health ("IDPH") access to any documents necessary to verify information submitted as part of 
this application for permit. I further authorize HFSRB and IDPH to obtain any additional 
information or documents from other government agencies which HFSRB or IDPH deem 
pertinent to process this application for permit. 

-----rtf Brian Cloch 
Manager 
Transitional Care of Lake County, LLC 

Subscqped and s'A0m to me . 
Thi~_t'n_ day of .8\J6 11 Y, ,2015 ---~---

~<-
Notary Public 
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Section III, Project Purpose, Background and Alternatives -Information Requirements. 
Criterion 1110.230(b), Project Purpose, Background and Alternatives 

Purpose of the Project 

1. The purpose of this project is to ensure that the residents of Lake County continue to have 
access to quality long-term care services, and to ensure that there will be a continued 
commitment to the provision of care to the underserved and indigent residents of Lake 
County. The purpose of changing the licensee for Winchester House to Transitional Care is 
to maintain access to high quality skilled nursing home services for residents of Lake County. 

50837528.3 

Several years ago, Lake County realized that the financial impact upon the community of 
continuing to operate Winchester House was untenable. The issues related, in part, to the 
overwhelming financial losses being experienced, along with the need for constructing an 
entirely new replacement facility. Nevertheless, Lake County has been continuously 
committed to providing care to its underprivileged and elderly at this site since 1847. Thus, 
the County set out to explore every available option of how to continue the provision of care 
at Winchester House in a fiscally responsible manner. 

Winchester House opened in 1847 as a poor farm and has since evolved into a long-term 
care facility providing 24-hour care. The existing buildings that make up the Winchester 
House complex date back to 1942, and the five-story care center dates back to 1970. To 
identify what possible options existed to allow for the continued provision of care, the County 
Board commissioned several studies relating to the Winchester House management and 
financial performance, its position in the skilled nursing services market. projections regarding 
future senior care demand, and the feasibility of a new replacement facility. 

To properly evaluate this information, in 2007, the County Board established the Winchester 
House Advisory Board ("Advisory Board") to recommend, among other things. the best 
option(s) for constructing a new skilled nursing facility. The Advisory Board was comprised of 
Lake County residents who are industry professionals and also included two current Lake 
County Board members. 

The Advisory Board spent a significant amount of time researching the changing healthcare 
environment in Illinois, the trends in utilization and reimbursement. With the help of the 
Advisory Board, Lake County analyzed available data to determine the best available options 
to ensure high quality care for current/future residents of Winchester House. 

One of the first conclusions reached was that Winchester House was outdated and that the 
cost involved with renovating the existing facility or building a new replacement facility would 
not be fiscally responsible to the Lake County taxpayers. The operation of Winchester House 
has conSistently yielded a substantial financial loss for the County. To ensure that the issue 
was not related to the limited experience the County had in managing a long-term care 
facility, the County took the step of bringing in a management company with experience 
operating long-term care facilities. The notion was that allowing an existing provider to utilize 
its experience might reduce the financial burden to an acceptable level. This proved not to 
be the case. 

The AdviSOry Board further concluded that trends in healthcare, such as the Affordable Care 
Act rACA"), the State's transition to a managed care model, and the existence of other State 
and federally funded agencies and/or programs (e.g., Illinois Department on Aging, Northeast 
Area Agency on Aging, Catholic Charities) that are designed to fulfill the same mission as 
Winchester House, specifically ensuring access to quality care for those who may not be able 
to afford it. would minimize any impact of Lake County exiting the marketplace. These 
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programs and agencies will be able to continue to achieve this goal without Lake County 
continuing to operate Winchester House. 

Furthermore. the Advisory Board found that consumer preference continues to show a desire 
to stay at home for the provision of care, which strongly suggests the potential that nursing 
home utilization will continue to decline due to economic constraints, Additionally, the State 
continues to explore lower cost options other than nursing home placement, such as 
increased utilization of home care and other home and community based services. 

After all of the information was gathered, analyzed, and discussed, the Advisory Board 
presented its recommendation that the County issue a Request for Proposal ("RFP") to solicit 
proposals from qualified entities in the private sector looking to: (1) enter into a lease to 
operate Winchester House for a term certain; (2) go through the Certificate of Need process 
to become the licensee; and (3) pursue regulatory approval for the establishment of a 
replacement facility by the end of the term of the lease. This plan of action was the Advisory 
Board's plan to ensure that the existing residents of Winchester House would continue to 
receive quality care, that a quality operator could be identified which would commit to 
ensuring that every resident of Winchester House would continue to have a facility in which to 
receive care, and that the residents of Lake County would continue to have access to quality 
care at a new facility in the future. 

RFPs were extended to 80 potential vendors and. despite the volume of initial inquiries, 
sealed proposals were received from only two vendors. Based on the criteria set forth in the 
RFP for the Lease and Replacement of Winchester House, the conclusion was reached that 
the proposal submitted by Transitional Care was the most favorable for Lake County. 

Lake County has coordinated with the staff of the Health Facilities and Services Review 
Board ("HFSRB") regarding the design and results of the RFP process by seeking technical 
assistance. In May 2014, the County met with George Roate, Courtney Avery, and Frank 
Urso to ensure that all of the relevant considerations related to the potential of a County 
stepping out of the operation of a long-term care facility were being conSidered. Great insight 
was obtained which was then factored into the RFP process. In May 2015, another technical 
assistance meeting took place with Michael Constantino, George Roate, and Juan Morado to 
discuss the practical steps to be taken to execute the plan of action designed by the Advisory 
Board in a manner consistent with the requirements of the HFSRB. 

As part of the lease, an agreement has been reached regarding Transitional Care 
maintaining a continued commitment to serving a Medicaid population. In the event 
Transitional Care receives regulatory approval to establish a replacement facility, it has 
committed that every resident of Winchester House wanting to reside in the new facility will 
have the opportunity to do so. The project outlined is the best path forward to ensure that 
when Lake County steps out of its role as a provider of long-term care services, that it has the 
least impact upon the community. Lake County's partnership with Transitional Care is the 
best means of achieving that goal. 
Transitional Care has expertise in value engineering and can implement programs designed 
to improve quality and reduce costs that are not available to Lake County. Through value 
engineering, Transitional Care will redesign resident care and eliminate functional 
redundancies to ensure that the residents of Lake County continue to have access to high 
quality skilled nursing home services in the future. 

2. A map of the market area for Winchester House is attached at Attachment - 12. The market 
area encompasses approximately an 18 mile radius around the proposed facility. The 
boundaries of the market area of are as follows: 

• North approximately 30 minutes normal travel time to Wisconsin border. 
• Northwest approximately 30 minutes normal travel time to Wisconsin border. 

Attachment -12 
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• West approximately 30 minutes normal travel time to McHenry. 
• Southwest approximately 30 minutes normal travel time to Palatine, 
• South approximately 30 minutes normal travel time to Rolling Meadows. 
• Southeast approximately 30 minutes normal travel time to Northbrook. 
• East approximately 12 minutes to North Chicago. 
• Northeast approximately 30 minutes to Zion. 

Attachment - 12 
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812012015 Driving Directions from 1125N MllwaukeeAve, Ubertyvllle, Dllnois60048to Northbrook. illinois I MapQuest 

mgmapquest' 
Notes 

Trip to: 

Northbrook, IL 
16.32 miles 121 minutes 

• 

EXIT 
JI 

tit 
I .. .. .. 
• 

, 1125 N Milwaukee Ave, Libertyville, IL 60048-1304 

1. Start out going south on N Milwaukee Ave 11L-21 toward W Winchester Rd I 
County Hwy-69/County Hwy-A34.MW2 

[1761 2. Tum left onto E Park Ave IIL·176. Map 

IDSII 3. Merge onto 1·94 E ITri State Tollway S via the ramp on the left (Portions toll) . .M.rul 

" RIll 4. Keep left to take 1·94 E I Trl State Tollway S toward Chicago (Portions tOil). M!m. 

e 
5. Take the IL-43/Waukegan Rd exit. Mw2 

~ 6. Merge onto IL-43/Waukegan Rd.MaQ 

[§!] 7. Turn right onto Dundee RdIlL-68. Map 

8. Tum left onto Meadow Rd . .Mim 

9. Take the 1 st right onto Cherry Ln. Mw2 

10. Welcome to NORTHBROOK,IL.,Mim , Northbrook. IL 

http://www.mapquest.com/prlnt?a=app.core.fb871d6ae4bf8c29ae8c67 

-92-

Download 
FreeApp 

0.9 MI 
O.9MiTotal 

2.0 MI 
2.9M; Total 

9.3 Mi 
12.2 Mi Total 

2.6MI 
14.7 Mi Total 

O.2Mi 

14.9 Mi Total 

O.5MI 

15.4 Mi Total 

O.3Mi 
15.7 Mi Total 

O.5MI 

16.2 MI Total 

O.2Mi 

16.3 Mi Total 
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8I20I2015 Driving DirecUons from 1125N Milwaukee Ave, Ubertyvllle,lIlInols 60048 to Northbrook, illinois I MapQLeSt 

Total Travel Estimate: 16.32 miles - about 21 minutes 

Highland 

l(ttark 

Gloncoo 
() 

@2015 MapQuest, Inc. Use of directions and maps is subject to the MapQuest Terms of Use. We make no guarantee of the accuracy of 
their content, road conditions or route usability. You assume all risk of use. View Terms of Use 

hI1p:JAvww.mapquest.comlprlnt?a=app.core.fb871dSae4bf8c29ae8c6eb7 
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812012015 Driving Dlrecl/ons from 1125 N Milwaukee Ave, Uberlyville. Rllnols 60048 to Palatine, Ulinois I MapQuest 

r::Imapquest" 
Notes 

Trip to: 

Palatine, IL 
16.79 miles 128 minutes , 1125 N Milwaukee Ave, Libertyville, IL 60048-1304 

• 1. Start out going south on N Milwaukee Ave 11L-21 toward WWInc::hester Rd I 
County Hwy-&81 County Hwy-A34. Map 

.. 117612.TumrightontoWparkAveIlL-176.Map 

.. 3. Tum left onto County Hwy-57/County Hwy-W11 IS Butterfield Rd. Map 

4. Tum right onto IL-&O I Townllne Rd. Map 

.. ISIlIITHl 5. Tum left onto Slake St I US-45 S. Map 

145" ~ 
t [!!J 6. Slake Stl US-45 S becomes N IL Route 83/IL-83. Mw2. 

7. Turn right onto IL-53. Map 

t 8. Stay straight to go onto N Hicks Rd. Map 

CiiID 9. Tum left onto N Northwest Hwy I US-14 E. Map 

@ 
10. Tum right onto E PalaUne Rd. Map 

• 11. Welcome to PALA llNE.IL . .MW2 

, Palatine. IL 

hIIp:ltwww.mapqueslcom/print7a=~.core.fb871d6ae4bf8c29ae8c6eb7 

-94-

Download 
FreeApp 

O.8MI 
0.9MiTota/ 

1.1 MI 

2.0 Mi Total 

2.8Mi 
4.8 Mi Total 

O.9Mi 
5.7Mi Total 

0.3Mi 
5.9 Mi Total 

4.1 Mi 

10.1 Mi Total 

3.1 Mi 
13.2 MI Total 

2.5Mi 
15.7 Mi Total 

0.6 Mi 
16.3 Mi Total 

0.5 MI 
16.8 Mi Total 
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612012015 Drlvlng Directions from 1125 N Milwaukee Ave, Ubertyvllle,lllInols 60048 to Palatlne.llllnas I MapQuest 

Total Travel Estimate: 16.79 miles - about 28 minutes 

@2015 MapQuest. Inc. Use of directions and maps is subject 10 the MapQuesl Terms of Use. We make no guarantee of the accuracy of 
their content. road conditions or route usability. You assume all risk of use. V!eWTerms of Use 
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&'1812015 Driving Directions from 1125 N Milwaukee Ave. Ubertyville. Illinois 00048 to North Chicago. Ulinols I MapQuest 

m:;mapquest" Find Your Graduating Class 

Trip to: 

North Chicago, IL 
7.16 miles 112 minutes 

Notes 

.,. 
classmates· 

, 1125 N Milwaukee Ave, Libertyville, IL 60048-1304 

• 1. Start out going north on N Milwaukee Ave IIL-21 toward Walnut St. MaD 

... I fl71 2. Tum right onto W Buckley Rd IIL-137. Map 

.. IiRiiHI 3. Turn left onto N Skokie Hwy I US-41 N. Map 

@ 
4. Take the 1 st right onto Martin Luther King Jr Dr. Map 

• 5. Welcome to NORTH CHICAGO, IL. Mru2. 

, North Chicago, IL 

hIIp:lllNWW.mapQl.eSt.com/prlnt7a=app.core.a515C395f5704beef7cac9af 
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1985 
1915 
1965 
1955 .!.I 

Download 
FreeApp 

O.7MI 
O.7MI Total 

4.4MI 
5.2Mi Total 

O.7Mi 
5.9Mi Total 

1.3Mi 

7.2 Mi Total 
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8118f2015 Driving Directions (r00l 1125 N Milwaukee Ave, Uberlyville, illinois 60048 to North Chicago, illinois I MapQuest 

Total Travel Estimate: 7.16 miles - about 12 minutes 
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@2015 MapQuest, Inc. Use of directions and maps is subject to the MapQuest Terms of Use. We make no guarantee of the accuracy of 
theircontenl, road conditions or route usability. You assume an risk of use. YlewTerrns or Use 
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811812015 DrMI'll DlrecUons fran 1125N Milw8lJ<eeAve, Ubertyvllle,lIIlnols 60048toMcHenry,lIIlros I MapQuesl 

!&1mapquest" 
Trip to: . 
McHenry,IL 
18.88 miles I 28 minutes 

Notes 

Obama Increases 
Amount Seniors 
Can Get From 
Reverse 
Mortgages 

TAP YOUR AGE: 

62-66 66-70 

71·75 Over 75 

Calculate New Payment 

, 
• 

1125 N Milwaukee Ave, Libertyville, IL 60048-1304 

1. Start out going south on N Milwaukee Ave 11L-21 toward E Winchester Rd . .M.ru! 

2. Take the 1 st right onto W Winchester Rd I County Hwy-691 County Hwy­
A34. Map 

3. Turn left onto N IL Route 83 I IL-83. Map 

4. Turn right onto W IL Route 60 IIL-60. Map 

.. luol 5. Turn left onto W Belvidere Rd IIL-120. Continue to follow IL-120. Map 

• 6. Welcome to MCHENRY, IL. Mm 

, McHenry, IL 

http:fhvww.mapquestcomlp"lnt?a=aw·core.a515c395ffl704beef7cac9af 
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Download 
Free App 

O.04MI 

0.04 Mi Total 

4.0MI 
4.0 Mi Total 

1.6MI 
5.5MiTotal 

6.7Mi 
12.3 Mi Total 

6.6M; 
1B.9MiTotal 
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811&'2015 Drivi~ Direclions from 1125 N Milwaukee Ave. Ubertyville,lIlinois 6004810 McHenry, illinois I MapQuest 

Total Travel Estimate: 18.88 miles· about 28 minutes 

M;'Jflllnfl Hi.".~ 

StU/tlP,iI/< [~ 
\ Island lake 

o r 

I~I 
---~!! / 
~CtY$tal L:ke . 1'""2-m""-l ----, 

~r:J~pqUQst 1F.5t:i;iO*OOX"m====L---. 
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II Wauconda 

\
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. Z 
- ;0 

~ 
©2015 MapQues!. Inc. Use of directions and maps is subject to the MapQuest Tenns of Use. We make no guarantee oHhe accuracy of 
their content, road conditions or route usability. You assume all risk of use. View Tenns of Use 
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811812015 Driving Directions from 1125 N Milwaukee Ave, Ubertyville, Illinois 60048 to Kenosha, Wisconsin I MapQuest 

rlmmapquest" 
Notes 

Trip to: 
Kenosha, WI 
28.18 miles I 36 minutes 

• 

• , 

1125 N Milwaukee Ave, Libertyville, IL 60048-1304 

1. Start out going north on N Milwaukee Ave IIL·21 toward Walnut St. Continue to 
follow IL·21. Map 

I!.DiI 2. Merge onto 1·94 Wvla the ramp on the left toward Milwaukee (Portions toll) 
• (Crossing into Wisconsin). Mim 

3. Take EXIT 342 toward WI-iSS I Kenosha. Map 

4. Tum slight right onto S2nd St/Wl·1S8. Continue to follow 52nd St. Map 

• 5. Welcome to KENOSHA, WI. Map 

, Kenosha, WI 

htlp:ltwww.mapqu!JSt.com/prlnt?a=app.core.a515c395f5704beef7cac9af 
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Download 
FreeApp 

4.9MI 
4.9 MI Total 

i6AMI 
21.3 Mi Total 

O.3Mi 
21.6 Mi Total 

6.6Mi 
28.2 Mi Total 
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811812015 Drilling Directions from 1126 N Milwaukee Ave, Uber\yville, illinois 60048 to Kenosha, WisCClIlSln I MapOuest 

Total Travel Estimate: 28.18 miles· about 36 minutes 

RI."(;t!lillr{ltl 

;trim 'I 1 
,I »--,ii_~enOSha 

l II K E 

""".::0::" .. "" ....... _ ....... -..-. S ®2015 MapQuest • POI1lolis @2015 Tom Tom I D!:m! I ~ 

@2015 MapQuest, Inc. Use of directions and maps is subject 10 the MapQueSI Terms of Use. We make no guarantee of the accuracy of 
their content, road conditions or route usability. You assume all risk of use. VlewTe!IllS of Use 
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&'18f.2015 Drlvlrg Directions from 1125 N MllwallkeeAve. UbertyviUe, Illinois 6004810 Roiling Meaoows.lllinois I MapQuesl 

Notes 

emmapquest
ft 

Trip to: 
Rolling Meadows, IL 
20.55 miles 131 minutes 

• 
1125 N Milwaukee Ave, Ubertyville, IL 60048-1304 

1. Start out going south on N Milwaukee Ave 11 .... 21 toward WWlnchester Rd 1 
County Hwy-G9 1 County Hwy·A34. Map 

r+ /1761 2. Tum right onto W Park Ave IIL·176. Map 

3. Tum left onto county Hwy-51 I County Hwy-W11 1 S Butterfield Rd. M!m 

r+ ~ 4. Tum right onto IL-GO 1 Townline Rd. MiU! 

+t (SOUTHI 5. Turn lett onto Slake St I US45 S. Map 

@3 

't ~ 6. Slake St I US-45 S becomes N Il Route 83/Il.83. Map 

,. ~ 7. Turn right onto Il.53. Map 

., ~ 8. Turn lett onto Lake Cook Rd IIL-83. Map 

tjt 9. Merge onto IL·53 S toward West Suburbs. Mim. 

EXIT 10. Take the Euclid Ave W exit. M.n 
JI 

tit 11. Merge onto Euclid Ave. Map 

+t 12. Take the 1st lett onto Hicks Rd. M.iu2. 

+t 13. Turn left onto Kirchoff Rd. Msm 

• 14. Welcome to ROLLING MEADOWS. IL. Map , ROiling Meadows, IL 

htIp:llwww.mapqueslcom/prlnt?a=app.core.a515c395f5704beef7cac9af 
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Download 
FreeApp 

O.9MI 
O.9MI Total 

1.1 Mi 
2.0M; Total 

2.8Mi 
4.8MiTotal 

O.9Mi 
5.7Mi Total 

0.3 Mi 
5.9MI Total 

4.1 Mi 
10.1 Mi Total 

3.1 Mi 

13.2 Mi Total 

DAMI 
13.7 Mi Total 

5.2 Mi 
18.9 Mi Total 

DAMi 
19.2 Mi Total 

O.04MI 
19.3 Mi Total 

OAMI 
19.6 Mi Total 

0.9 MI 
20.5 Mi Total 
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811812015 Driving Directions from 1125 N Mifwaukee Ave, Uberlyville. Illinois 60048 to Roiling Meadows. Illinois I MapQuest 

Total Travel Estimate: 20.55 miles - about 31 minutes 

'oodsloct 

.0 
Wlnne.ka 

©2015 MapQuest. Inc. Use of directions and maps is subject 10 the MapQuest Terms of Use. We make no guarantee of the accuracy of 
their content. road conditions or route usability. You assume a/l risk of use. View Terms of Use 
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811812015 DrivlllJ DlrecUons from 1125 N MIlWaukeeAve. UbertyviIJe. Illinois 6004810 Zion. illInois I MapQuesl 

a:imapquesta 

Notes 

Trip to: 
Zion,IL 
19.03 miles 128 minutes , 1125 N Milwaukee Ave, Libertyville, IL 60048-1304 

• 1. Start out going north on N Milwaukee Ave 111.-21 toward Walnut St. Continue to 
follow 11.-21. Map 

~ 2. Tum left onto N Skokie Hwy I US-41 N. Continue to follow US-41 N. Map 

r4i~ 
\..:;1 

3. Turn right onto W IL Route 173/1 .... 173. Continue to followW IL Route 173. Map 

t [1131 4. WIL Route 173 becomes 1 .... 173. Map 

• 5. Welcome to ZION,IL. Mim 

, Zion,IL 

http://www.m~1.com/prlnt1a=app.core.a515c395f5704beef7cac9af 
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Download 
FreeApp 

7.1 MI 
7.1 Mi Total 

5.5MI 
12.6 Mi Total 

4.7MI 
17.3 Mi Total 

1.7Mi 
19.0 Mi Total 
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811812015 DrivIng Directions from 1125 N Milwaukee Ave, Uberlyllflle, 811rols 60048 to Zion, illinois I M~t 

Total Travel Estimate: 19.03 miles - about 28 minutes 

o 

~I 
I' r 

!f 

f ., ' 

J/ 
I 

, Waukogan 
mt 

f 
{ 

0Norfh Chicago 

lOkI! Bluff 
MapQuest • POrtiOIlll ®2015 TmnTom I IIf.mI.I f£!Da 

, @2015 MapQuest, Inc. Use of directions and maps Is subject to the MapQuesl Terms of Use. We make no guarantee of the accuracy of 
their content, road conditions or route usability. You assume all risk of use. View Terms or Use 
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Section III, Project Purpose, Background and Alternatives -Information Requirements 
Criterion 1110.230(c), Project Purpose, Background and Alternatives 

Alternatives 

1. Do Nothing 

The Advisory Board concluded that notably adverse circumstances would eventually arise if Lake 
County did not take thoughtful and strategiC action. The continued operation of Winchester 
House would be fiscally irresponsible when considering the obligations to the entire population of 
Lake County. The condition of the physical plant has been maintained by utilizing the on-site 
efforts of dedicated employees, but will soon reach a point where the functional utility of the 
structure will warrant replacement The financial impact of that (or of implementing continued 
temporary solutions) would be ruinous. Finally, the long-term interests of those residents utilizing 
Winchester House would be compromised by not taking affirmative action to provide for their 
present, as well as their future health needs. 
Cost: Technically, dOing nothing would have no cost. However, the financial and social cost 
would be such that this alternative had to be disregarded as a viable option. 

2. Close Winchester House 

From a purely fiscal perspective, this alternative might make the most sense. However, Lake 
County takes its commitment to providing care to the underserved residents of Lake County 
seriously. History has shown that a County-run facility simply exiting the market without any 
organized plan on how to continue providing care to the residents dependent upon the County 
can have a notably adverse effect on access to care. For that reason, simply announcing the 
closure of the facility and transferring the existing residents to other facilities did not seem like the 
responsible option from either a social or a health planning perspective. 
Cost: The cost of closing Winchester House would not be Significant to Lake County. However, 
the cost to today's residents and the potential impact for not considering "tomorrow's" residents 
would be substantial. Lake County did not feel this option was consistent with its goal of 
identifying an orderly way to exit the marketplace and still providing for the future of Lake County 
residents. 

3. Lake County Continue to Operate Winchester House 

Lake County's operation of Winchester House has yielded substantial losses every year for an 
extended period of time. Lake County has commissioned studies and explored all of the 
commercially reasonable means to operate the facility more efficiently or effectively without 
sacrificing resident care. Lake County brought in external consultants and operators to assist in 
the operation without success. It is not feasible for Lake County to continue operating Winchester 
House. 
Cost: The mounting losses would be harmful to the financial health of Lake County. 

4. Lake County Build a Replacement Facility 

There are two substantial obstacles to the feasibility of Lake County building a replacement 
facility itself: logistical and financial. The logistical issues relate to the location of the facility 
within the larger County complex. The available space to replace the facility adjacent to the 
existing facility does not exist. Therefore, if it were to be rebuilt on the same site, it would either 
require the replacement of the structure in stages or the temporary closure of the facility. The 
temporary closure to allow for demolition and reconstruction of the facility would be inappropriate 
because it would interfere with the provision of care and entirely cease the generation of income 
that helps minimize the already substantial losses. The phasing of the project would add cost 
and reduce census, also exacerbating the financial impact. 

Attachment - 13 
50837528.3 
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The alternative would be the acquisition of new land and the construction of an entirely new 
facility. This undertaking would involve the commitment of tens of millions of additional dollars 
with no reason to believe that the operational losses would cease, thereby exacerbating the 
financial strain caused by the County's operation of the facility. 
Cost: This alternative has the highest possible cost with the least basis to believe it would yield 
a different financial result. For that reason it was dismissed as an alternative. 

5. Bring in an Experienced Management Company to Operate the Facility 

This option was tried and did not succeed. A reputable and experienced management company 
was identified and brought in to operate Winchester House. Despite their experience over that of 
the County's, the facility continued to operate at a substantial loss and necessitated the Advisory 
Committee's progression to explore additional alternatives. 
Cost: The cost of this alternative was worth Its trying - but having done so and having been 
unable to produce the necessary results, is not worth pursuing again. 

6. Pursue a Joint-Venture between the County of Lake and a Private Entity 

There is no incentive for a private operator to take on the risk involved with the ownership and 
operation of a long-term care facility without being able to enjoy the potential upside. There is no 
reason for Lake County to continue in its ownership capacity if all studies and efforts have yielded 
the conclusion that the County needs to exit the marketplace as a provider of long-term care 
services. 
Cost: The cost would be similar to the current proposal, but with the guarantee of further fiscal 
strain. When compared to the current proposal which identifies a limited window of time in which 
Lake County will continue to carry the financial burden of this facility, a joint ventu re with 
continued ownership interest does not make any sense. 

7. Sell Winchester House Outright 

From a purely financial perspective, along with the possibility of simply closing Winchester House, 
selling it might make the most sense. However, it is not a practical solution, nor is it consistent 
with the priority identified by the Advisory Board of Lake County ensuring that the operator of 
Winchester House would remain committed to serving a Medicaid population and that these 
services would continue to be available for Lake County residents. The logistical concern is the 
location of the facility. As mentioned above, it is within a complex including multiple County 
buildings and services, and the notion of annexing and selling the facility is not feasible. 
Cost: Despite being the one option that could be financially beneficial to the County, the cost of 
losing the ability to influence the continued operation of Winchester House, even on a temporary 
basis, was not worth pursuing. 

8. Transfer Operational Control of Winchester House to a Private Operator Committed to 
Building a Replacement Facility 

This option was selected because it proved to be the best balancing of the competing interests. 

Transitional Care is a quality and experienced provider. Transitional Care was willing to agree to 
maintain a commitment to serving a Medicaid population during the period of time it would 
continue operating Winchester House. This allowed Lake County to ensure that its underserved 
and indigent residents would continue to have access to quality care. Transitional Care was 
willing to go before the HFSRB to eventually seek permission to build a replacement facility. This 
would ensure that Lake County had access to a new facility operated by quality care givers. 
Transitional Care was also willing to commit that every resident of Winchester House who wanted 
to reside in any new facility it was authorized to establish would be able to move into the new 
replacement facility. Transitional Care established itself as a committed partner to allow Lake 

Attachment - 13 
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50837528.3 

county to address its concerns in providing for the present and future health, safety and welfare 
of Winchester House's residents. 

Moreover, this project allows Lake County, despite having explored every other alternative 
available, to exit the marketplace as a provider of long-term care services. In addition, this 
project allows Lake County to exit in a conscientious, strategic, and organized manner that 
minimizes the disruption to the community and the residents of Winchester House. 

Those residents at Winchester House will be able to maintain access to high quality skilled 
nursing home services. The acquisition will create economies of scale, integrate clinical, 
administrative and support functions, and eliminate functional redundancies. Through the 
acquisition, Transitional Care will implement programs designed to improve quality of care while 
redUCing costs. 

The cost of this alternative has been established as the fair market value of the lease, 
$1,236,960. 

Attachment - 13 
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Section VI, Mergers, Consolidations and Acquisitions/Changes of Ownership 
Criterion 111 O.240(b), Impact Statement 

1. Transactional Documents 

The executed Lease and Management Agreement between County of Lake and Transitional Care of 
Lake County, LLC for Winchester House is attached at Attachments 19A. Language conditioning the 
change of ownership upon HFSRB approval is included in Sections 1.3 and 1.4 of the Lease and 
Management Agreement. 

2. Change in Services Currentlv Offered 

There will be no change in the services currently offered at Winchester House. 

3. Operating Entity 

Transitional Care of Lake County, LLC will be the operating entity of Winchester House. 

4. Reason for the Transaction 

The purpose of the proposed acquisition of Winchester House is to maintain access to high quality 
skilled nursing home services to residents of Lake County. Transitional Care of Lake County, LLC 
has expertise in value engineering and can implement programs designed to improve quality and 
reduce costs that are not available to the County of Lake. Through value engineering Transitional 
Care of Lake County will redesign patient care and eliminate functional redundancies to ensure 
Winchester House remains viable in the future. 

5. Anticipated Additions or Reductions of Employees 

No significant additions or reductions in employees are anticipated. Transitional of Lake County, LLC 
determines its staffing needs according to its census. Going forward, staffing hours and/or positions 
will be added or reduced according to resident census and care needs. The Applicant anticipates no 
reduction in employees. 

6. Cost-Benefit Analysis 

The proposed transaction contemplates a change of ownership of Winchester House. Transitional 
Care of Lake County, LLC will lease substantially all of the hard assets of Winchester House for 
$1,236,960. While the applicant will incur costs inherent in operating a skilled nursing facility, it will 
likely achieve costs savings through value engineering initiatives. 

Attachment - 19 
50837528.3 

-109-



LEASE AND MANAGEMENT AGREEMENT 

between 

an llIinois municipal corporation 

Landlord 

and 

TRANSITIONAL CAI~E OF LAKE COUNTY, LLC 
an Illinois Limited Liability Company 

Tenaut 

May 12, 2015 
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LEASE AND MANAGEMENT AGREEM"~NT 

This Lease and Management Agreement (" Agreemcnt") is made and entered into as of the 1 ill 
day of May, 2015 (the "Signing Date"), between the COUNTY OF LAKE, an Illinois unit of 
local govemment ("Landlord"), and, TRANSITIONAL CARE OF LAKE COUNTY, LLC, 
an Illinois Limited Liability Company ("Tcnant"). 

RECITALS: 

WHEREAS, Landlord is the owner of that certain tract of land, improved with a 224 
licensed bed skiJIed Jlllrsing facility commonly known as Winchester House and located at 
1125 NOith Milwaukee Avenue, Libertyville, Illinois 60048, as more particularly described in 
Exhibit A attached hereto and made a part hereof (the "Premises"); 

WHEREAS, Landlord is the licensed operator and owner of the Premises, including all 
····()ftl1l:rfurf!i~hif1g$; .. futnitm;e~ .. elJuipmel1l;·supplies-·l1nd-fixture1f'(lsed··iln):rlibout;~a.nd·~required-·for····· 
the use of the Premises as a 224 licensed bed skilled nursing facility (the "Facility"); 

WHEREAS, the County Board of the County of Lake (the "County Board") 
established the Winchester House Advisory Board (the "WHAB") to, among other things, 
recommend the best option for constructing a new skilled nursing facility; 

WHEREAS. the WHAB recommended the Landlord issue a Request for Proposal 
(attached as Exhibit J) to solicit proposals fi'Om qualified entities in the private sector to lease 
the Facility, to become the licensee, and to provide for a replacement facility (the "Replacement 
Facility") by the end of the telm of the lease; 

WHEREAS, part of the Illinois Counties Code, 55 Ill. Compo Stat. § 515-21001, 
authorizes Landlord to establish and maintain a county nursing home, as well as to sell, dispose 
of or lease for any term, any part of the home properties in such manner and upon such terms as 
it deems best for the interest of Lake County; 

WHEREAS, Tenant submitted a proposal to lease the Facility and to construct a 
Replacement Facility suitable to hOllse the existing residents in a fully operational skilled nursing 
facility at the conclusion of the Term of this Agreement; 

WHEREAS, Landlord desires to lease the Facility to Tenant, to relinquish its IDPH 
Facility license in favor of Tenant, and to have Tenant lease, manage and operate the Facility; 

WHEREAS, Tenant desires to lease, manage and operate the Facility; 

WHEREAS. Tenant desires to construct a Replacement Facility suitable to house the 
existing residents in a fully operational skilled nursing facility at the conclusion of the Term; 

WHEREAS, the parties hereto have agreed to the terms and conditions of this 
Agreement; 
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WHEREAS, contemporaneously with entering into this Agreement, the parties are 
entering into an operations transfer agreement (the "Operations Transfer Agl'eement") to 
facilitate the orderly transition of the operations ofthe Facility to Tenant; 

WHEREAS, this Agreement and the transactions contemplated herein were authorized 
by the County Board at its regular meeting on May 12, 2015; and 

NOW THEREFORE, in consideration of the promises and mutual agreements 
contained herein and for consideration received by the parties, the receipt and sufficiency of 
which is hereby acknowledged, the parties, intending to be legally bound, agree that the use and 
occupancy of the Facility and construction of the Replacement Facility shall be subject to and in 
accordance with the terms, conditions and provisions ofthis Agreement as follows: 

ARTICLE t 
"""""''"'''''''--~----''"'--'''' "".""""-",,,-, ~-p.REAMnLES·AN~IN+RODUCTJON """-<"-" --.,,,,,--, "",,,',,",---.,,,, , .. ", 

1.1 Incorporation of Recita1s. The preceding recitals are hereby made a part of the 
contractual provisions of this Agreement to the same extent as if specificalJy set forth in full in 
this Article 1. 

1.2 Three Phases. By way of introduction, the parties agree that this Agreement shall 
be comprised of three essential phases, each having a distinct operating schedule and 
requirements for the Tenant. The actions to occur during each of the three phases are 
summarized below, and are fUliher described throughout this Agreement. Collectively, the 
actions contemplated by this Agreement to occur during each of the three phases are referred to 
in this Agreement as the "Transaction," 

Phase I: Interim Operation & Managem.el'f Under Lamllord's License: 

Phase I shall commence as of the Effective Date (as defined in Article 2). 
During Phase I, Tenant shaH take all commercially reasonable actions 
necessary to secure all Healthcare Licenses and Approvals needed to 
operate the Facility. During tile pendency of Tenant's receipt of the 
Healthcare Licenses and Approvals, Tenant shall assist Landlord (or 
Landlord's agent) by becoming the interim manager of the Facility. 
Tenant shall manage the provision of services at the Facility for the health, 
safety, nursing care, and welfare of all Facility residents in accordance 
with the Lake County Mission (as defined in Article 2), utilizing 
Landlord's existing nursing facility license issued by IDPH. 

During l)hase I, Tenant shall work cooperatively with Landlord to assure a 
smooth transition to Phase II. Such transition shall include, but not be 
limited to, installation of systems and procedures by Tenanl needed to 
operate and sustain operations, performing inventory of existing movable 
equipment and suppUes, establishing cut-off procedures for accounts 
receivable and accounts payable, assembling a workforce, transferring 
applicable contractual obJigations to Tenant and such other practices 
necessary for the transition of the Facility operation to Tenant. In addition, 
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Phase 11: 

during Phase I, Tenant shall use its best efforts to meet the milestones set 
f011h and established ill the Phase I Milestones, attached hereto and 
incorporated herein as Exhibit C. 

Phase I shall terminate upon Tenant's receipt of both: (a) the CHOW 
CON Approval (as defined in Section 1.3); and (b) the Healthcare 
Licenses and Approvals (as defined in Article 2) to become the new 
licensee of Facility. Should Tenant not obtain the CHOW CON and 
HeaIthcare Licenses & Approvals for any reason, the pal1ies shall proceed 
as set forth in Section 1.3 of this Agreement. 

Operation & Management under Tenant's New License: 

Phase JI shall commence upon Tenant's receipt of the HealthcareLicenses 
.................. , ......... -................. ·······-and--A1'provals ·to-becollle·the·>new~I:;icellsee··offaci-lity~·-During-·Phase·n;-....... . 

Tenant shaIl continue to provide for the health, safety, nursing care and 
welfare of all Facility residents, and shall be the sole operator of the 
Facility pursuant to the terms of this Agreement and pursuant to any and 
all applicable Legal Requirements. In addition, during Phase II, Tenant 
shall diligently prepare and submit an application to obtain the 
Replacement Facility CON (as defined in Article 2). In addition, during 
Phase II, Tenant shall use its best efforts to meet the milestones set forth 
and established in the Phase II Milestones, attached hereto and 
incorporated herein as Exhibit D. 

Phase 11 shall terminate upon Tenant's receipt of both: (a) the 
Replacement Facility CON Approval (as defined in Section 1.4); and (b) 
the Healthcare Licenses and Approvals. Should Tenant not obtain the 
Replacement Facility CON for any reason, the parties shall proceed as set 
forth in Section I A of this Agreement. 

Pilase 111: Transfer to Replacement J?acility: 

Phase III shall commence upon Tenant's receipt of both: (a) the 
Replacement Facility CON Approval; and (b) the Healthcare Licenses and 
Approvals. DUling Phase III, Tenant shall continue to provide for the 
health, safety, nursing care and welfare of aU Facility residents. Promptly 
following Tenant's receipt of the Replacement Facility CON Approval, 
Tenant shall diligently pursue construction of the Replacement Facility in 
accordance with the terms of the Replacement Facility CON Approval, 
followed by relocation of the residents. In addition, during Phase Ill, 
Tenant shall use its best efforts to meet the milestones set forth and 
established in the Phase III Milestones, attached hereto and incorporated 
herein as Exhibit K 

Phase 1II shall terminate upon transfer of the last then current resident to 
the Replacement Facility, or to stich other suitable location within Lake 
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County, in accordance with the laws, rules and regulations of the State of 
Illinois regarding the transfer of residents. 

1.3 Healthcal'e Licenses and AP.I:~rova1{i. Notwithstanding anything to the contrary 
contained in this Agreement, it shall in all events and circumstances of any and every nature 
whatsoever be an express condition precedent to the commencement of Phase II that Tenant shall 
have received the Healthcare Licenses and Appl'Ovals, including, without limitation that the 
JIlinois Health Facilities and Services Review Board or its successor regulatory agency 
("IHFSRB") grant its pennission, approval and/or consent to the implementation of Phase II of 
the Transaction, and/or issue an exemption from the requirement of obtaining a Certificate of 
Need with respect to Phase II, or that it grant and/or issue said Certificate of Need pursuant to 77 
111. Admin. Code Sections 1130.110 et seq (collectively, the "CHOW CON Approval"). 

In the event that Tenant fails to obtain the Healthcare Licenses and Approvals. including 
.. ········ifIHFSRfffaiJs·oJ'·fefilseslo'g'fanf'tne"CHOW-CON·"Apj:5i~ovru~-'any·1l'cti6iistakefii)y·the .. p,wfiM·· 

hereto witJ) respect to Phase II of this Agreement shalJ immediately and forthwith be 
unwound/undone, and thereafter. this Agreement shall remain in effect with the parties 
continuing Phase I, and the parties shall cooperate to determine an appropriate course of action 
for moving forward. Landlord and Tenant shall cooperate with one another in good faith with 
respect to the preparation and filing of the application(s) necessary to obtain the CHOW CON 
Approval, and the parties shall diligently pursue the approval of such application. 

1.4 Replacement Facility CON Approval. Notwithstanding anything to the contrary 
contained in this Agreement, it shall in all events and circumstances of any and every nature 
whatsoever be an express condition precedent to the commencement of Phase III that the 
IHFSRB grant its permission, approval and/or consent to the implementation of Phase m of the 
Transaction, and/or issue an exemption from the requirement of obtaining a Certificate of Need, 
or that it grant and/or issue said CCltificate of Need pursuant to 77 Ill. Admin. Code Sections 
1130.110 el seq. in conjunction with an approval of the discontinuation of the Facility pursuant 
to a Certificate of Need for Discontinuation (collectively, the "Replacement Facility CON 
Approval"). 

In the event that lHFSRB fails or refuses to grant the Replacement Facility CON 
Approval, any actions taken by tbe parties hereto with respect to Phase III of this Agreement 
shall immediately and forthwith be unwound/undone, and thereafter, this Agreement shall 
remain in effect with the parties continuing Phase I or Phase II (as applicable), and the patties 
shall cooperate to determine an appropriate course of actioll for moving forward. Landlord and 
Tenant shall cooperate with one another in good faith with respect to the preparation and filing of 
the appJicfltion(s) necessary to obtain the Replacement Facility CON Approval, and the parties 
shall diligently pursue the approval of such application. 

1.5 Operations Transfer Agl'eemenL Notwithstanding anything to the contrary 
contained herein. it shall in al1 events be a condition precedent to the effectiveness and 
enforceability of this Agreement that the partie~ shall have entered into and executed the 
Operations Transfer Agreement, on terms acceptable to each of the parties hereto. 
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ARTICLE 2 
DEFINITIONS 

For purposes of this Agreement, except as otherwise expressly provided or unless the 
context otherwise requires, (a) the capitalized terms used in this Agreement have the meanings 
assigned to them herein and include the plural as well as the singular, (b) all accounting terms 
not otherwise defined herein have the meanings assigned to them in accordance with Generally 
Accepted Accounting Principles ("GAAP") applicable at the time, (c) all references in this 
Agreement to designated "Articles," "Sections" and other subdivisions are to the designated 
Articles, Sections and other subdivisions of this Agreement, and (d) the words "herein," and 
"hereunder" and othel' words of similar import refer to this Agreement as a whole and not to any 
pm1icular Articles, Section or other subdivisions. 

2.1 Business Day. Business Day means each Monday, Tuesday, Wednesday, 
. "Thufsdayand'Frittaywhich'isn'onr'daYOlrwhith'l1nti'Ohnl"banks-jn'the-ei'ty-of'New'York~New ...... . 

York, are authorized, 01' obligated by law or executive order to close. 

2.2 ~HOW CON. The Change of Ownership ("Change of Ownership") Certificate of 
Need ("CON") permit or the CHOW Certificate of Exemption ("COE") from the requirement of 
obtaining a CON that is required under the Illinois Health Facilities Planning Act, 20 Ill. Compo 
Stat. § 3960/1 et seq., and the IHFSRB rule8t 77 III. Admin. Code Sections 1130.110 el seq. 

2.3 Contingency Amount. The amount set forth 011 the Pro Forma to allow for items, 
conditions or events for which the occurrence or effect of is uncertain and will result in 
additional costs. 

2.4 Effective Date. The date upon which Phase I commences, which shall occur 
contemporaneously with satisfaction of each of the following: (a) the Agreement is approved by 
the County Board; and (b) the termination of the management agreement between Landlord and 
the exiting operator; and (c) Tenant has commenced its management of the Facility. 

2.5 Facility Operating Costs. All costs of operating the Facility identified as set forth 
on the Pro Forma, including, without limitation: (i) Taxes and Assessments; (ii) Rent; (iii) Start­
Up Capital; (iv) insurance; (v) all employee and employee related costs, including payroll, 
payroll taxes, and employee benefits, (vi) the Contingency Amount, and (vii) all other costs 
needed to operate andlor maintain the Facility in accordance with the terms of this Agreement 
and applicable Legal Requirements. Notwithstanding the foregoing. the Facility Operating Costs 
shall 110t include any costs/expenses associated with services provided by the Lake County 
Facilities Operations Staff at the Facility. 

2.6 Healthcare Licenses & Approvals. All licenses, approvals, certifications, 
demonstration certifications or approvals, permits, exemptions or other regulatory approvals 
necessary or desirable to operate the Facility, including but not Hmited to: (i) tllose approvals 
required under the NUrsing Home Care Act, 210 Ill. Compo Stat. 4511-101 et seq, and all 
associated regulations and rules, including without limitation the Skilled Nursing and 
Intermediate Care Facilities Code, 77 III. Admin Code Part 300, governing the Illinois 
Department of Public Health ("IDPH") oversight of skilled nursing facilities; Oi) the supportive 
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living facilities program under the Public Aid Code, 305 Ill. Comp Stat. 5/5-5.01a, governing the 
lIIinois Dep8l1ment of Healthcare and Family Services ("lDHFS") oversight of the program of 
supportive living facilities ("SLFs"), and all associated regulations and rules. including without 
limitation the SupPc)l1ive Living Facilities Code, 89 III. Admin Code Sections 146.200, et seq.; 
(iii) the Illinois Health Facilities Planning Act, 20 Ill. Comp. Stat 3960, and the rules 
promulgated by the IHFSRB, 77 IlL Admin. Code Parts 1100, H20, 1125, 1130, 1140, 1180, 
1190, and 1250, including, without limitation, receipt of the CON CHOW Approval; 
(iv) requirements of the Centers for Medicare and Medicaid Services ("eMS") Rules, 42 C.F.R. 
Part 483, governing certification of skilled nursing facilities under Title XVIII of the Social 
Security Act and the Medicare Program, including without limitation, Tenant's receipt of a 
Medicare provider agreement and Medicare provider number; and (v) requirements of the 
IDHFS under the Medicaid Long Term Care Program in Illinois for certification as a Medicaid 
provider under Title XIX of the Social Security Act, including without limitation, Tenant's 

... _._ .... ,,_ ... ~~~~pt.?,f~_¥~,d._!~~i_d..P£~Y_~9.e,E~~~:~!E~~~_~_~~_~:9_~~~.!~_p~~"~_~~~~_l~~!?:l_~.~~::_,, ___ . ___ ._., __ ._ .. " .. " ...... ,. ,,, .... ",_ .... " ..... . 
2.7 Lake County Facilities Operations Staff. Individuals who are employed directly 

by the Landlord, but not by the operator ofthe Facility or any other party, including Tenant. 

2.8 Lake County Mission. To provide needed health care services in long term care. 
This mission includes providing skilled nursing facility services, intermediate care services, and 
activities for the physical, mental, social and recreational needs for the wellbeing of the elderly 
citizens of Lake County in a setting that is compassionate, loving and a place to call home. 

2.9 Lake County Marketplace. The geographic boundaries of Lake County, Illinois, 
as shown on the map attached as Exhibit H. 

2.1 0 LandlQrd's D~§ignated RJm@.~entative. Landlord's County Administrator 01' his 
designee, or such other individual or individuals as will be designated by Landlord. 

2.11 Legal Requirements. All federal, state, county, municipal and other governmental 
statutes, laws, rules, orders, regulations, ordinances, judgments, decrees and injunctions affecting 
either the Facility or the use thereof, including but not limited to Healthcare Licenses & 
Approvals, whether now or hereafter enacted and in force. 

2.12 Pro Forma. Tenant's estimate<l budget with respect to the costs of operating the 
Facility during the Term, as set forth on Exbibit B attached hereto and made prut hereof. 

2.13 Progress Paymcllt(s). Funds payable to Tenant pursuant to Article 6 of this 
Agreement, in the amounts set fOlth on lines 045 of the Pro Fortna. 

2.14 Replacement Facility CON. The CON permit necessary for Tenant to begin 
construction on a Replacement Facility that is required under the Illinois Health Facilities 
Planning Act, 20 IlL Compo Stat. § 396011 et seq., and the IHFSRB rules, 71 III. Admin. Code 
Sections 1130.110 et seq. 

2.15 Start-up CapitaL The amount set forth on lines 046 of the Pro Fonna set forth in 
Exhibit B to be made available to Tenant for Tenant's stalt-up and initial management costs for 
the day-to-day operations of the Facility in accordance with the terms of this Agreement, to 
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provide Tenant necessary capital to take over the facility at the beginning of Phase I, to account 
for payment delays fro111 the State, and to provide other important start-up costs to help maintain 
continuity of care for the health, safety and well-being of the residents, The Stalt-Up Capital 
shall be subject to repayment by Tenant as set forth in Section 6.3. 

2.16 State. The State of Illinois. 

2.1 7 Tenant's Designated Representative. Mike Filippo or his designee. or such other 
individual or individuals as may be designated by Tenant. 

2.18 Term. The period set forth in Article 4. 

ARTICLE 3 
DEMISED l)REMISES AND FACILITY 

3.1 Demised Premises. Landlord, for and in consideration of the rents, and covenants 
and agreements hereinafter reserved, mentioned and contained on the patt of Tenant, its 
successors and assigns, to be paid, kept and performed. does hereby lease unto Tenant the 
Facility for the Tenn, for use and operation as a 224 licensed bed skilled nursing facility. The 
lease under this Agreement shall not include the nurse's hOllse or any other ancillary part of the 
Premises on which the Facility sits. 

ARTICLE 4 
LEASE 

4.1 Term. The term of this Agreement shall commence upon the Effective Date, and 
shall continue for an initial tenn of three years (the "Initial Term"). If the three Phases of this 
Agreement have not been completed upon the expiration of the Initial Term, then Tellant shall 
request Landlord in writing for an extension of the Tem} of this Lease for additional month-to­
month periods ("Month-to-Month Tenancy"), provided that Tenant's request sets forth with 
specificity a revised timeJine for the compJetion of the Milestones set forth in the three Phases, 
and provided further that Landlord approves of said Milestone revisions (lUlY such periods, 
together with the Initial Tenn, are col1ectively refel1'ed to as the "Term"). Landlord staff will 
diligently work with Tenant and the Landlord to obtain Landlord approvals for reasonably 
requested modifications to the Term of this Agreement. Landlord approval of modifications to 
the Term shall not be unreasonably withheld. Prior to and during the possible Month-to-Month 
tenancy, the parties shall work together for the purpose of negotiating a new agreement in good 
faith, if necessary. 

4.2 Rent. Commencing upon the Effective Date, Tenant shall pay to Landlord, or as 
Landlord shall direct, the amount of $40,000 as fixed monthly rental (the "Rent") for each 
month during the Telm. After the expiration of the Initial Term, the Rent shall increase by 3% 
on a qual1erly basis, such that rent in months 1-3 after the initial three-year Term would be 
$41,200 per month, months 4-6 would be $42,436 per month, etc. 

In the event the Effective Date shaH be other than the first day of the 1110nth, Tenant shall 
pay to Landlord a pro rata portion of the Rent for such mOllth. Unless otherwise notified in 
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writing by Landlord, all checks shall be made payable to Landlord and shall be sent as directed 
by Landlord. 

4.3 Net Leasc. This Agrecment is and shall be deemed and construed to be a net-net-
net lease and the Rent specified herein shall be net to LandlOl'd in each year during the Term. 

TAXES AND ASSESSMENTS 

4.4 Taxes and Assessments. Tenant shall pay all real estate taxes and assessments 
("Taxes and Assessments") that arise during the teml of this Agreement. All such Taxes and 
Assessments shall be a Facility Operating Cost. Nothing herein contained shall require Tenant to 
pay income taxes assessed against Landlord, or capital levy, franchise, estate, succession, 
inheritance or transfer taxes of Landlord. Tenant shall have the light to contest the amount or 
validity, in whole or in part, of any Taxes and Assessments by appropriate proceedings diligently 
conducted in good faith, but only after paymcntof such Taxes and Asscssments, unless'such 
payment would operate as a bar to such contest or illtelfere materially with the prosecution 
thereof, in which event, Tenant may postpone or defer sllch payment only if neither t11e Facility 
nor any pmt thereof would by reason of such postponement or deferment be in danger of being 
forfeited or lost. Upon the termination of any such proceedings, Tenant shall pay the amount of 
such Taxes and Assessments or part thereof as finally determined in such proceedings, the 
payment of which may have been deferred during the prosecution of such proceedings, together 
with any costs, fees, interest, penalties or other liabilities in connection therewith, and such 
payment, at Tenant's request, shall be made by Landlol'd out of the amount deposited with 
respect to such Taxes and Assessments. In the event such amount is insufficient, the balance due 
shall be paid by Tenant. 

4.4.1 Landlord shall not be required to join in any proceedings referred to in 
Section 4.4 of this Agreement, unless the provisions of any Jaw, rule or regulation at the time in 
effect shall require t1lat such proceedings be brought by and/or in the name of Landlord in which 
event Landlord shall join in such proceedings or permit the same to be brought in its name. 
Landlord shall not ultimately be subjected to any liability for the payment of any costs or 
expenses in connection with any such proceedings, and Tenant will indemnifY and save harmless 
Landlord from any such costs and expenses. 

4.4.2 If any income; profits or revenue tax shall be levied, assessed or imposed 
upon the income, profits or revenue arising from rents payable hereunder, partially or totally in 
lieu of or as a substitute for real estate taxes imposed upon the Facility, then Tenant shall be 
responsible for the payment of slich tax. 

UTILITIES, MAINTENANCE AND REPAIRS 

4.5 Landlord Responsibilities. 

4.5.1 Landlord will be responsible for repairing and/or maintaining all major 
"Fixed Assets and Equipment." For purposes of this Agreement, "Fixed Assets and 
Equipment" shall be defined as building infrastructure, systems, and/or equipment which is 
built-in or permanently affixed to the Facility. Examples of Fixed Assets and Equipment, 
include, without limitation: the BV AC system, the fire suppression system, 'the fire alarm 
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system, the emergency generator; boilers, elevators, security system/door locks, roofing, Facility 
wang/foundation, electrical/lighting systems replacement, and all building infrastructure or 
systems maintenance/repairs necessary to ensure compliance with applicable Life Safety Code 
requirements of the IDPH and CMS. 

4.5.2 Tenant shaH promptly notify Landlord of the need to make any 
maintenance/repairs that are the responsibility of Landlord under Section 4.5.1 of this 
Agreement. In the event that Landlord fails to commence such maintenancelrepairs that m'e the 
responsibility of Landlord within ten (10) Business Days (oJ' such lesser period oftime as may be 
required in the event such repairs must be made more quickly in order to ensure compliance with 
Legal Requirements) and/or Landlord fails to diligently pursue completion of the same, Tenant 
shall be entitled to make, at Landlord's cost and expense, and as mutually agreed by the parties, 
all such maintenance and repairs upon first receiving approval from Landlord, and Landlol'd shall 
compensate Tenant for the actual cost of such repairs/maintenance, plus an administrative fee of 

........... ····'··lO%;-·oi; .. ilessci-pei:ceiifage'lfof]lei:wisc··agiiecf' io'lif'die·paitles:TorTeliiiiii's'oveiheaiJcosfs·'· ..... ' ........ . 
with respect to such repairs/maintenance within ten (10) Business Days of Landlord's receipt of 
an invoice n·om Tenant for the cost of such repairs/maintenance. 

4.5.3 Landlord shall assign a member or members of its Lake County Facilities 
Operations Staff to the Facility, at Landlord's sole cost and expense. The assigned Lake County 
Facilities Operations Staff member or members shall be responsible for performing and/or 
contracting the repair and maintenance responsibilities of Landlord under this Section 4.5. 

4.5.4 Notwithstanding anything to the contrary that may be contained in this 
Agreement, under no circumstances shall any payment from Landlord for utilities, maintenance 
or repairs, or any payment tied to the Pro Forma (other than the management fee set forth in line 
G28 of the Pro Forma), be used by Tenant or paid to Tenant for the Replacement Facility or for 
predevelopment costs for the Replacement Facility. 

4.6 Tenant Responsibilities. 

4.6.1 Maintellance and repair of items other than those specified in Section 4.5 
shall be the Tenant's responsibility, including, without limitation, maintenance of all "Movable 
Equipment" as defined below. For purposes of this Section 4.6, "Movable Equipment" shall be 
defined as equipment which can be moved and is not permanently attached/affixed to the 
Facility. Examples of Movable Equipment includes, without limitation, computers, ovens, 
freezers, stoves, beds, lifts, furniture, wheelchairs, light bulbs, and chairs. In addition, to the 
extent that any Movable Equipment is purchased by Tenant during the Term, Tenant shall be 
entitled to remove such Movable Equipment from the Facility upon expiration ofthe Tenn. 

4.6.2 Tenant will also arrange for payment of Facility natural gas, electric, 
water, waste, medical waste, cable/satellite TV, internet, and telephone service costs, all of 
which shall be a Facility Operating Cost. Throughout the Term of this Agreement, Tenant, at its 
sole cost and expense, will keep and maintain, or cause to be kept and maintained, the Facility 
(including the grounds, sidewalks and curbs abutting the same) in good order and condition 
without waste and in a suitable state of repair at least comparable to that which existed 
immediately prior to the Effective Date (ordinary wear and tear excepted), and will make or 
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cause to be made, su~ject to this Section 4.6~ as and when the same shall become necessary, 
nonstructural. exterior and interior, replacing. repairing and restoring necessary to that end. All 
replacing. repairing and restoring required of Tenant shall be in compliance with Legal 
Requirements. 

4.6.3 Tenant will also provide space at the Facility for the maintenance shop 
which contains tools and other equipment which shall remain the sole property of the Landlord. 
The maintenance shop shall be maintained by Landlord. 

4.7 ~asualty. Beginning at the commencement of Phase II, when Tenant obtains its 
license to operate the Facility, in the event that any part of the Facility shall be damaged or 
destroyed by fire or other casualty (any such event being called a "Casualty"), Landlord shall 
have the option to either: (a) cause Tenant to promptly replace, repair and restore the same as 
nearly as possible to the condition it ,was in immediately prior to sucp Casualty, but only to the 

" .. ," ""extei'itofTetlane's-avai]able'inS'iij;mlce"pi'o'ceeds-(ot~-if1ti~UfancetsUijava:itable;'tothe-'covernge" , 
limit identified in the insurance that the Tenant was to have maintained under Exhibit G); or (b) 
calIse Tenant to remit to Landlord the insurance proceeds payable to Tenant as a result of 
Tenant's available insurance proceeds for such Casualty (or, if insurance is unavailable, up to the 
amount identified in Exhibit G), provided, however, that such action is pel1l1issible under 
applicable Legal Requirements. After either such event, Tenant shaH have the option to 
terminate this Agreement. Notwithstanding anything to the contrary in this Agreement, pursuant 
to the Luke County Surplus Policy, Tenant shall not have the right. at any time, to remove and 
dispose of any personal property on the Facility which lllay have become obsolete or unfit for 
use, or which is no longer llSCful in the operation of the Facility. 

4.8 Use of Premises. Tenant shall use the Premises for the following purpose and no 
other: operation of a skilled nursing facility operating under the name Winchester House. Tenant 
shall not use the name "Lake County," "County Facility," or "County of Lake" in referencing 
and marketing the Facility. Tenant shall utilize the same telephone number which shall remain 
the property of the Landlord. 

4.9 Te!.1!lllt Covcnants. Tenant hereby covenants as follows: 

( 1) Tenant shall keep in good standing and in full force and effect all 
necessary Healthcare Licenses and Approvals; 

(2) During the Term of this Agreement, Tenant will deliver to Landlord 
within three (3) Business Days following receipt thereof, copies of any and all notices of 
termination, revocation. suspension, receivership or mentorship fi'om IDPH alleging a violation 
with a substandard quality of care determination, as defined by federal regulations (i.e., 
deficiencies under 483.13 or 483.25, form 2567~ or any notice fTom IDHFS or CMS threatening 
disqualification of the Facility fTom partkipation in the Medicare 01' Medicaid programs). 
Tenant wi1l deliver to Landlord within ten (10) Business Days after written request from 
Landlord, copies of all other notices, exit interviews, inspection reports and surveys and notices 
of administrative hearing and/or court action fi'om all state, federal and local governmental 
bodies regarding the Facility. 
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INSURANCE 

4.10 Insurance. Tenant will obtain the insurance described in Exhibit G. On 0.J' befo.re 
the Effective Date and annually thereafter, Tenant wilJ pro.vide Landlo.rd with a Certificate of 
Insurance for such po.licies. Upon Landlo.rd's reaso.nable request, Tenant will provide a full copy 
Qf each such insurance po.licy to Landlord. The CQsts Qf all insurance required to. be carried by 
Tenant under this Agreement shall be a Facility Operating Co.st in accQrdance with the Pro 
Forma. Tenant shall also cause to be issued and shaH maintain during the Term of this 
Agreement: 

4.10.1 Fire, tornado and windstorm insurance with extended coverage 
endorsement on the Facility Qn the Illinois standard form with a responsible company or 
companies approved by Landlord, which approval wiU not be unreasonably withheld. Such 
insurance shall, at all times, be maintained (without any co-insurance clause, jf po.ssible) in an 

, .... , .... , 'amount' as'maY"birrequii'ed"15y anymongagee-'oflhe'-FacilitY'oi';"aos'enfsuch 'reqillrement;'lifa-n" " 
amount sufficient to prevent Landlord and Tenant from becoming co-insurers wlder applicable 
pl'Ovisions of the insurance policies. Such insurance shall at all times be payable to Landlord and 
Tenant as their interests may appear. 

4.10.2 A public liability policy naming Landlord and Tenant, as insureds, and 
insuring them against claims for bodily injury. 01' property damage occurring upon, in or about 
the Facility, or in or upon the adjoining streets, sidewalks, passageways and areas, such 
insurance to afford protection to the limits of not Jess than $] ,000.000 per each occurrence and 
$2,000,000 in the aggregate. 

4.10.3 Boiler explosion insurance, if required, in the amount of 110t less than 
$100,000, under the terms Qf which Landlo.rd and Tenant will be indemnified, as their interests 
may appear, against any loss or damage which may resuJt from any accident or casualty in 
connection with any boiler used in the Facility, whereby any person or persons may be il1jured or 
kiHed or pro.perty damaged in or about the Facility. 

4.11 Insurance Provisions. AU policies of insurance to the extent applicable shall 
provide that: 

4.11.1 They are carried in favor of Landlord, Tenant and any mQrtgagee. as their 
respective interests may appear, and any loss shall be payable as therein provided, 
notwithstanding any act or negligence of Landlord or Tenant, which might otherwjse result in 
fo.rfeiture o.f insurance; and 

4.11.2 They shall not be canceled, terminated~ reduced 0.1' materially modified 
without at least twenty (20) days' prior written notice to Landlord. 

4.11.3 All Tenant insurance required under Section 4.10 shall be primary 
insurance in the event of any claim. 
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CONDITION OF PREMISES 

4.12 Condition. Tcnant has examined and accepts the Premises in its present "as is" 
condition as suitable for the purposes for which the same are leased as ofthe Effective Date. 

4.13 Alterations. All alterations, additions and improvements installed at the expense 
of Ten ant (except computer software) shall remain upon and be surrendered with the Premises as 
a P31t Ulcreof upon Tenant vacating the Premises. Alterations, additions, and improvements to 
the Facility with a cost in excess of Five Thollsand Dollars ($5,000.00) per instance may be 
made by Tenant upon written notice to and approval by Landlord. Notwithstanding the 
foregoing, Laudlord notice shall not be required in the event that immediate alterations, additions 
or improvements to the Facility are necessary to ensure compliance with applicable Life Safety 
Code tequil'ements, in which case Tenant shall have the option of immediately making such 
necessary' alterations, additions andlor improvements, and the parties respective rights and 

••••• W" •••••• ".- "" '615lJgatic)fls "shaJ I'" be "as'secforttr -iirSectINf4;j""an'd'Sectlo114:6;"'The'lfiaking""of"aItel'atium;;' 
additions, and/or improvements to the Premises shall not commence until Tenant has furnished 
to Landlord a certificate of insurance showing coverage in an amount satisfactory to Landlord 
which protects Landlord from liability for injury to any person and damage to any personal 
property, on or off the leased premises, in connection with the making of such alterations, 
additions, and improvements. 

4.14 Landlord's Right to Perform. Subject to Section 4.21, should Tenant fail to 
perform any of its covenants herein agreed to be performed, Landlord may. but shall not be 
required to, make such payment or perform such covenants, and all sums so expended by 
Landlord thereon shall be reduced from the Progress Payments payable to Tenant, as applicable, 
under the terms of this Agreement, plus an administrative fee of 10% for Landlord's overhead 
costs with respect to perfOlTI1ing such obligations. Performance of and lor payment to discharge 
said Tenant's obligations shall be optional with Landlord and such perfonnance and payment 
shall in no way constitute a waiver of, or a limitation upon, Landlord's other rights hereunder. 

4.15 Demolition. Tenant will not demolish the Facility or any portion thereof or allow 
it to oe removed or demolished, in accordance with the Lake County Surplus Policy, without the 
prior written consent of Landlord. 

4.16 .Compliance with Laws & Ordinance..c:;. Throughout the Term of this Agreement, 
Tenant will use its best efforts to obey, observe and comply with all Legal Requirements. Tenant 
shall likewise observe and comply with the requirements of all policies of public liability and fire 
insurance and all other policies of insurance at any time in force with respect to the Facility. 

4.17 Discharge of Liens. Tenant shall promptly discharge any lien, encumbrance or 
charge levied on account of any mechanic's, laborer's or materialman's lien upon the Facility for 
work or materials or personal propelty fumished or supplied to, or claimed to have been supplied 
to or at the request of Tenant, unless Tenant timely contests such lien or charge. 

4.18 Inspection & Occupancy of Premises by Landlord. At any time, Landlord or its 
authorized representative shaH have the right to enter and inspect the Facility. Landlord agrees 
that upon entering and inspecting the Facility, Landlord wil1 calise as little inconvenience to 
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Tenant and the residents and operations of the Facility as may reasonably be possible under the 
circumstances, and in no event shall Landlord violate the terms of any resident agreement or 
other lease agreement at the Facility. 

4.19 Jpspection of Accounts, Fol/owing any Event of Default hereunder which 
remains uncured after the expiration of any applicable cure period, Landlord shall have the right, 
upon fifteen (15) days prior written notice, to inspect and copy all of Tenant's books, records and 
financial data relating to the Facility including, without limitation, Tenant's quarterly accounts 
receivable and payable. Tenant shall provide Landlord copies of all licensure and certification 
surveys conducted at the Facility. 

4.20 Condemnation. If all of the Facility is taken by the exercise of the power of 
eminent domain, or sold under eminent domain proceedings, this Agreement shall terminate as 
of the date possession is taken by the condemnor. If less than all of the Facility is taken by the 

.. ".. . .... " ." ·· .... l!xerci'sel>f the"'pnwet '{)f"eill1nennloltflfin-or' sjjIClT'fi<.ter·~emt1iet'i.n1(Hl1a1'fi ptoceedilrgs-'anll~if's[RlIC' 
exercise affects the improvements located at the Facility, Landlord shall, with reasonable 
diligence, restore or rebuild to the extent reasonably practicable any improvements upon the 
Facility affected by the taking, but shall not be obligated to spend for such restoration any 
amount in excess of the amount awarded or paid to it by the condemnor for such purpose. In the 
event that all or less than all of the Facility is taken or sold, and this Agreement shall tenninate as 
provided herein, then Landlord shall be entitled to the entire award for the Facility and 
improvements thereof. Tenant shall be entitled to any award that it can prove for damage to its 
leasehold interest, provided that such award is separately allocated to Jease by the condemning 
authorities and does not diminish or reduce the award to Landlord for the Facility and 
improvements. 

4.21 Resel'ved. 

DEFAULT 

4.22 Events of Default. 

4.22.1 The following acts 01' events shall be deemed to be an "Event of Default": 

(a) The failure of either party to pay when due, and as applicable, any 
slim or sums of money due or payable, other than Progress Payments withheld under the 
discretion of Landlord pursuant to the terms of this Agreement, by Landlord or Tenant tinder the 
provisions of this Agreement, when such failure shall continue for a period of ten (J 0) days aftc.' 
written notice to such party; 

(b) Other than the failure to pay under Section 4.22.1(8), the failure of 
either party to perform, or the violation by either party of, any of1he covenants, terms, conditions 
or provisions of this Agreement, if such failll1'e or violation shall not be cured within thirty (30) 
days after notice thereof by the other party; provided, if within said thirty (30) days such palty in 
good faith commences to con'ect such breach, and diligently proceeds therewith to completion, 
then such failure or violation shall not be considered an Event of Default. Notwithstanding 
anything to the contrary contained in this Agreement, either party's willful failure to perf 01111, or 
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gross misconduct in the perfOlnlanCe of it~ duties hereunder shall be a non-curable Event of 
Default; 

(c) The making by either party or beneficiary of such palty of an 
assignment for the benefit of creditors; 

(d) The levying of a writ of execution or attachment on or against the 
property of either party utilized under this Agreement which is not discharged or stayed by 
action of such party contesting same. within ninety (90) days after such levy 01' attachment 
(provided if the stay is vacated or ended, tlus paragraph shall again apply); 

(e) Ifproceedings are instituted in a court of competentjurisdictioll for 
the reorganization, liquidation or involuntary dissolution of either pa11y or for its adjudication as 
a bankrupt or insolvent. or for the appointment of a receiver of the property of either palty, 01' 

'''- --"--beneficiary-of -such-partyalld-said--proeeedil1gs-are-not-"ciismissed--and-llnY"l'eeei ver;-1rustee--or- .....,--_ ..... -_ ... -. 
liquidator appointed therein discharged within ninety (90) days after the institution of said 
proceedings; 

(f) The sale of the interest of either party in the Facility under 
execution or other legal process; 

(g) Tenant receives a final. non-appealabJe notice of license revocation 
fi'om the IDPH; or 

(h) The occurrence of any of the Special Defaults (as defined in 
Section 4.24). 

In the event that any Event of Default under Section 4.22. I (a) or Section 4.22.1 (b) is not 
cured within the applicable cure period, or in the event that any other Event of Default is not 
cured within thirty (30) days after notice thereof by the other party; then such Event of Default 
shall be deemed to be a "Default." 

REMEDIES UPON DEFAULT 

4.23 Remedies. 

4.23.] The parties understand that the Facility constitutes the residence or home 
of each individual residing in it. and that any default or remedy must take into account an orderly 
transition that ensures the safety and wel1being of the Facility's residents and public at large. In 
the event of any Default, the non~defau1ting party may, if it so elects, forthwith terminate this 
Agreement. In the event of any m.aterial default on the part of Tenant, Landlord may, if it so 
ejects, forthwith terminate this Agreement and Tenant's right to possession of the Facility, or, at 
the option of Landlord. terminate Tenant's right 10 possession of the Facility without terminating 
this Agreement. Upon any such termination of this Agreement, Tenant shall, in compliance with 
Legal Requirements, "Vacate the Facility" (and in the case of any Default occurring in Phase II 
or thereafter under this Agreement. "Vacate the Facility" shall mean the orderly transfer and 
transition of residents out of the Facility) in an orderly manner while ensuring the safety and 
wellbeing of the residents. and shall quietly and peaceably deliver possession thereof to 
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Landlord, and Tenant hereby grants to Landlord full and free license to entel' into and upon the 
Facility in such event with or without process of law and to repossess the Facility as Landlord's 
former estate, subject to compliance with Legal Requirements. In the event of any such 
termination of this Agreement, Landlord shall again have the right to the possession and 
enjoyment of the Facility to the extent as if this Agreement had not been made, as allowed by 
applicable law. and thereupon this Agreement and everything herein contained on the part of 
Tenant to be done and performed shall cease and terminate. 

4.23.2 Notwithstanding anything to the contrary in this Agreement, in the event 
of Tenant's Default, Tenant shall be responsible for all costs and expenses associated with 
Vacating the Facility, including but not limited to the orderly transition of residents from Facility 
to a comparable licensed, ski1led nursing facmty. 

4.23.3 In the event that a Default occurs under Section 4.22.l(e) regarding a 
........" ... -- ... "receivership-'bY"'ff'bllnkruptcy''C-ourt''ol''the-'JDPH;lh-e-'paflies··shali-c(Joperate-withl'el>pect·to·the··········· 

management and transition of the operations of the Facility, and the defaulting party shall be 
responsible for any and al1 receivership fees, costs and expenses of the non-defaulting pru1y 
associated with said receivership, including but not limited to receiver fees, resident transfer fees, 
monitor fees. or other staffing fees in accordance with Legal Requirements. 

4.23.4 In the event that a Landlord Default occurs under Section 4.22.1(a) 01' 

Section 4.22. t(b) and Tenant elects to terminate this Agreement, Landlord sbalJ reimburse 
Tenant for the actual amount of Tenant's Pre-Development Expenses incurred by Tenant as of 
the date of such termination. 

4.24 Use of Phone Number and Name. In the event of any Default on the palt of 
Tenant, and Landlord elects to tenninate this Agreement, Landlord shall have the right to 
continue to utilize the telephone number and name used by Tenant. 

SPECIAL DEFAULTS 

4.25 Special Defaults. Upon the Effective Date, Tenant shall provide an irrevocable 
standby letter of credit in substantially similar form to the irrevocable standby letter of credit 
attached hereto and incorporated herein as Exhibit M, in an amount equal to Seven Hundred 
Thousand Dollars ($700,000) (the·"Lettcr of Credit") to be used for purposes of remedies to be 
paid to Landlord upon committing the acts or omissions listed in Sections 4.25.1 - Section 4.25.3 
below (the "Spceial Defaults") which cannot be adequately covered by compensatory damages. 
In addition to any other remedies provided in this Agreement, and not in lieu thereof, Landlord 
shall have the option to draw upon the Letter of Credit upon the occurrence of any of the below 
listed Special Defaults. Notwithstanding the foregoing, Landlord shall not draw on or otherwise 
demand performance under the Letter of Credit unless and until there occurs a Special Default. 

4.25.1 Tenant has its certification to participate in the Medicare and Medicaid 
programs revoked; provided that such suspension or revocation is not due to any action or 
inaction of Landlord; 
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4,25.2 If Tenant relinquishes the Facility to Landlord during the Term of the 
Agreement wi thout adequately providing for the health, safety. or welfare of the residents of the 
Facility; or 

4.25.3 If Tenant fails to commence construction by breaking ground and 
continuing thereafter with consistent progress toward the construction of the Replacement 
Facility within 24 months after receiving the Replacement Facility CON Approval, unless 
Landlord has otherwise granted Tenant an extension of such deadline, or Tenant is' prevented 
from continuing construction due to acts beyond the reasonable control of Ten ant 

4.26 Letter of Credit Draw Down. TIle parties agree herein, after consultation with 
their attorneys, that the Special Defaults are difficult to quantify ill terms of money damages, and 
the parties agree that should any Special Default occur, that Landlord shaH be entitled to demand 
performance under the Letter of Credit and the parties shall hereby allow for release of such 

.... -- ,,'._... ....... ··~J::;e1terufetetlitilrthtr·amount"of-such' i:.::c1terof ered it1hat"exists"at'lhe"tim"e"ofSpecial"Defalllt~"-·, .m_·._......., 

The parties acknowledge that the amount of time, cost and expenses for Landlord to find a 
suitable tenant, licensee, and other regulatory approved operator for the Facility is 
unascertainable and unable to be quantified should Tenant commit the Special Default at the 
expense of Landlord, Facility residents. and LC Residents. The parties understand that the 
Facility constitutes the residence or home of each individual residing therein, and such 
abandonment or failure to act or commit any oftlle terms oft11e Special Default is a serious issue 
warranting Landlord to draw upon the Lettel' of Credit to protect the Facility residents and LC 
Residents. 

4.26.1 Notwithstanding anything to the contrary contained in this Agreement, 
only after Tenant successfully completes Phase I and begins Phase II, the amount of the Letter of 
Credit upon which Landlord is permitted to draw on or otherwise demand performance under 
this Section 4.26 shall be reduced dollar for doHar upon Tenant's payment of the qualifying pre­
development expenses set fOlth on Exhibit L (the "}>rc-DeveJopmentExpenses"). 

4.27 Cumulative Remedies of Landlord. The specific remedies to which Landlord may 
resort under the terms of this Lease are cumulative, except for Rent payments ailer termination if 
this Agreement is terminated prior to the end of the Tenn, and are not intended to be excJusive of 
any other remedies 01' means of redress to which Landlord may be lawfully entitled in case of 
any breach or threatened breach by Tenant of any provision or provisions of this Agreement. 
The failure of Landlord to insist, in anyone or more cases, upon the strict performance of any of 
the tenns, covenants, conditions, provisions 01' agreemellts of this Agreement, or to exercise any 
option herein contained, shall not be construed as a waiver or relinquishment for the future of 
any such term, covenant, condition, provisions, agreement or option. Fm1hermore, the 
exhaustion of Landlord's right to draw on or otherwise demand performance under the Letter of 
Credit, or unavailability of Landlord to draw or otherwise demand performance under the Letter 
of Credit due to Tenant's commencement of construction of the Replacement Facility under 
Section 4.26 shall not preclude Landlord from ptll'suing other remedies, including compensatory 
damages, for any Defallits or SpeciaJ Defaults under this Agreement. 
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lNDEMNIFICATION 

4.28 Indemnification by Tenant. Tenant shall protect, indemnify and save harmless 
Landlord from and against any and all claims, demands and causes of action of any nature 
whatsoever (including reasonable attorneys' fees) (collectively, "Damages") for injUl'y to or 
death of persons or loss of or damage to property. occurl'ing in the Facility or upon any adjoining 
sidewalks, or ways, or in any manner growing out of or connected with the use and occupation of 
the Facility or the condition thereof, or the use of any existing or future sewer system, or the use 
of any adjoining sidewalks or ways duting the Term of this Agreement. Tenant further agrees to 
protect, indemnify and save hal'lnless Landlord from and against any suits, arbitration 
proceedings, administrative actions or investigations to the extent relating to the lease and use of 
the Premises during the Term of this Agreement (including any Medicaid/Medicare overpayment 
obligations for such periods). Tenant shall provide adequate proof of insurance coverage to 
Landlord with Landlord named as an additional insured, in amounts acceptable and approved by 
LiiiidloiH"per"lnetpai;amefers"'scfTofffCH1"EXhI6lt'n'G1f~"prioT'to'tfie'EffectIve'-m\te-orlllis"'-' ........................ .. 
Agreement, witb all Tenant insurance being the primary insurance in the event of any claim. For 
the avoidance of doubt, Tenant's insurance coverage for workers compensation and employer 
liability insurance shall be primary in the event of any claim. Furthermore, Tenant shall 
maintain adequate Business Interruption Insurance which shall also be primary in the event of 
any claim. Should Tenant fail to keep such insurance coverages in effect, Tenant shall be 
deemed in breach of this Agreement 

4.29 Indemnification by Landlord. Landlord shall protect, indemnify and save 
harmless Tenant from and against any and all Damages for injury to or death of persons or loss 
of or damage to property, occUlTing in the Facility or upon any adjoining sidewalks, or ways, or 
in any manner growing out of or connected with the use and occupation of the Facility or the 
condition thereof, or the use of any existing or future sewer system, or the use of any adjoining 
sidewalks or ways, to the extent any of the foregoing occurred or relates to the period of time 
prior to or after the expiration of the Tenn of this Agreement. Landlord fmiher agrees to protect, 
indemnify and save harmless Tenant from and against any suits, arbitration proceedings, 
administrative actions or investigations to the extent relating to the ownership and use of the 
Premises on or before the Effective Date (including any MedicaidlMedicare overpayment 
obligations for such periods), In addition, Landlord further agrees to protect indemnify and save 
harmless Tenant from and against any and all Damages related to or arising out of any lawsuits, 
claims or other legal chaHengcs concerning the validity or authority of Landlord to enter into and 
consummate the Transaction in accordance with the terms of this Agreement. 

4.30 Financing. Tenant shall use its best effOits to obtain a written loan commitment 
for financing of the Transaction as soon as practicable during the Tenn, In the event that Tenant 
is unable to obtain such written loan commitment on terms reasonably acceptable to Tenant, 
Tenant shall promptly notify Landlord and the parties shall cooperate to determine an 
appropriate course of action fbr moving forward. 
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ARTICLES 
OBLIGATIONS OF TENANT 

5.1 Services. Tenant will provide the following management services in connection 
with the operation of the Facility. Services to be provided under this Agreement shall include 
extraordinary items such as facilities development and planning services. 

5.2 Administrator. Tenant will recnlit, retain and provide an on-site, full-time 
administrator ("Administrator") for the Facility. Under Tenant's supervision, the Administrator 
will oversee 011 a day-to~day basis the Facility and execute policies governing the Facility's 
operation. The Administrato!' will be employed or engaged by Tenant, and the salary or wages 
and cost of benefits of such Administrator shall be a Facility Operating Cost. 

5.3 Personnel. Tenant will arrange tor such staffing and employment as may be 
~~'-""-'-'~·'··""-llecessary"m··1·equh'ecr'-fol',·the"efficient-\)peration-of-thc··Faci1ity;-and-as-otherwise"necessal'y ... to-· ..... - .. ,.---"-' .... ,, .... ' 

meet the applicable Legal Requirements, and the salary or wages and cost of benefits of such 
personnel shall be a Facility Operating Cost. 

5.4 Certification, Licensure. Registration, Lega] Requirements.Tenant will use its 
best effolts to adhere to all applicable State and fedeml rules and regulations applicable to the 
Facility, including without limitation the provisions of the Nursing Home Care Act, 210 Ill. 
Compo Stat. 4511·101 e/ seq. and all associated regulations and rules, including without 
limitation the Skilled Nursing and Intermediate Care Facilities Code, 77 111. Admin Code Part 
300, and will cooperate fully with all legitimate State and federal requests for inspections and 
information. Tenant will oversee the preparation by Facility personnel of all materials necessary 
and compliance with procedures necessary for Tenant to obtain. (a) certification of the Facility as 
a provider of services under Titles XVIII (Medicare) and XIX (Medicaid) of the Social Security 
Act and (b) State licensure and registration of the Facility as a long term care facility under all 
applicable Legal Requirements. Tenant will oversee completion by Facility personnel of all 
reasonable steps necessary to keep the Facility fully licensed and registered by the State and duly 
accredited by applicable agencies and bodies. Tenant may engage Jegal counsel and accountants 
to accomplish the foregoing. Clinical Consulting, Staff Development, Program Implementation. 
Tenant will be responsible for clinical policymaking and provide general clinical support, staif 
development and implementation of resident programs and operational efficiencies. 

5.6 Opemtional Policies. Tenant shall be responsible for the review of existing or 
development and implementation of new policies and procedures to reasonably conform with all 
applicable Legal Requirements and then-current industry standards in the areas of budgeting, 
business office management, quality assurance, human resources, dietary and nursing. 

5.7 Reviews, Reports and Board Meetings. Tenant will periodically. review the 
resident care policies, documentation procedures and operational policies used at the Facility to 
determine if they reasonably conform to then-current industry standw'ds and applicable Legal 
Requirements. Tenant shall track and monitor resident satisfaction in a manner consistent with 
Landlord's reasonable direction. Consistent with the requirements of Counties Code 55 ilL 
Comp. Slat § 515~21006. Tenant will provide monthly and annual written reports to the County 
Board or its designee setting forth its reviews of Facility operations and management to the 
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Landlord. The monthly and annual reports will include operations, management and financial 
updates for the Facility as compared to the Pro Forma, The content of the monthly and annual 
reports wiJI include a detailed Facility financial report, census, updates as to regulatory surveys 
of the Facility, and resident satisfaction surveys, The content of the annual report will also 
include an annLlal financial audit (the cost of which shall be a Facility Operating Cost), and shall 
further include information concerning resident activities, satisfaction, quality ratings, monthly 
census by payor type, Medicare/Medicaid cost reports, a detailed Facility financial repOli, and a 
yea I'-end financial report which will be submitted within one hundred twenty (120) days of the 
end of the Landlord's fiscal year. Tenant will meet with the Landlord at least once every two (2) 
months and will meet with the Landlord promptly upon the County Administrator's reasonable 
advance written request. Tenant will attend all reasonably requested County Board, or its 
designee, and any other Landlord meetings, upon receipt of reasonable advance written notice, 
which notice shall be 110t less than three (3) days. Tenant shall ensure, in accordnnce with 55 Ill. 

... ..........g2!l],g:.~~H~!: .. L)j?.:71QQ6.L !h~.1~~_[?.91Et.~~.s.._~.I!~L.~~£grc:Js(!fJ!:t~ ... E,!.9m!Y._~h~U .. Q~_QP~!l: . .fqL .......... _..... . .... . 
inspection by the Landlord at all times. 

5,8 Intentionally Deleted. 

5.9 Capital Improvements. An annual capital expenditure reserve for the Tenant. of 
Five Hundred Dollars ($500.00) per licensed bed shall be established in accordance with the 
terms of the Pro Forma. Tenant shall be responsible for determining the capital needs of the 
Facility, and shall communicate with and cooperate wjrh Landlord in arranging for any necessary 
maintenance and repairs andlor capital improvements in accordance with Section 4.5 and 4.6. 
Any movable capital items procured during the Term shall be the property of the Tenant and it 
shall be the Tenant's responsibility to remove or dispose of items at the conclusion of this 
Agreement. 

5.10 Billing and Third-Party Reimbursement. Tenant wilJ oversee the billing for goods 
and services provided by the Facility in accordance with the terms of the Operations Transfer 
Agreement and in accordance with Legal Requirements. 

5. [ I Resident Trust Accounts. Tenant will oversee management of resident truSt 
accounts by Facility personnel in aecol'dance with the tenns of the Operations Transfer 
Agreement and in accordance with Legal Requirements. 

5.12 Cooperation. The parties shall cooperate with one another in good faith with 
respect to the cool'dination of all administrative and legal matters related to the operation of the 
Facility, and with respect to the implementation and achievement of each of Phase T, Phase II, 
and Phase III and the respective Milestones, including, without limitation, preparation of the 
application necessary to obtain the CON CHOW Approval and Replacement Facility CON 
Approval. 

5,13 Legal Notices and Services to Residents, Tenant will provide legally required 
notice of this Agreement to residents of the Facility and to the State if required, but at all times 
upon prior approval of Landlord, which shall not be unreasonably withheld, Among other 
things, any notice will explain that Landlord continues to be the owner of the Facility and that 
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the licensed entity for the provision of services to residents will change in accordance with 
Phase I1 implementation. 

5.14 Confidentiality of FacililY Records. The parties to this Agreement recognize Ihat 
the Landlord, as a public entity, is subject to laws such as the Illinois Freedom of lnformation 
Act and the Illinois Open Meetings Act, and that any attempt at providing confidentiality must 
conform with those laws. To the extent possible, the parties agree that the infomlation, 
documents and instruments-delivered to one party by another party or their respective agents and 
the information, documents and instruments delivered to a patty by another party or their 
respective agents including this Agreement and all documents delivered hereunder are of a 
confidential and proprietary nature (UConfidential Information"). Each of the parties agrees 
that both prior and subsequent to the Term of this Agrcement, it will maintain the confidcntiality 
of all such Confidential information delivered to it by the other party or its agents in connection 
with the negotiation of this Agreement or in compliance with the terms, conditions and 

--,.,-----,-_. ·----covenarrts'nercorruiaorily·"disCTose-sucnTonTIaenlfiil"rnrormatlon~QoCiIiilentS·and'-insTrumenfs-to'-··"N'" '.' 
its duly authorized officers, directors, repl'esentativcs and agents unless (0 compelJed to disclose 
by judicial or administrative process (including in connection with obtaining the necessary 
approvals of this Agreement and the transactions contemplated hereby) or by other requirements 
of law or (ii) disclosed in an action or proceeding brought by a party in pursuit of its rights or in 
the exercise of its remedies hereunder; provided, however, that the parties hereto shall not 
disclose any Confidential Information not required to be disclosed as part of such pennitted 
disclosure, or (iii) is public infonnation or (iv) has become public through no fault of the 
disclosing party. Each of the parties hereto further agrees that if the Transaction is not 
consummated, it will return all such documents and instruments and all copies thereof in its 
possession to the other Party to this Agreement. Except as required by Legal Requirements, each 
of the parties hereto agree that any release to the public with respect to the matters set forth 
herein will be made only in the fonn and manner approved by the parties and their respective 
couose.!. Each of the parties recognizes that any breach of this Section would result in 
.irreparable hSm1 to the other Party and that therefore either Tenant or Landlord shall be entitled 
to an injuncdon to prohibit any such breach or anticipated breach. without the necessity of 
posting a bond, cash or otherwise, in addition to all of their other legal and equitable remedies. 
Nothing in this Section, however, shall prohibit the use of such Confidential Information for such 
governmental filings as in the mutual opinion of Landlord's counseJ and Tenant's counsel are: 
(i) required by Legal Requirements, or (ii) otherwise appropriate. 

In accordance with Legal Requirements, hlc1uding but not limited to the Health Insurance 
Portability and Accountability Act of 1996 ("HIPAA") and its attendant rules and regulations, as 
amended by the Health Information Technology for Education and Clinical Health Act 
("HITECH Act") and the HlTECH Act Final Rule, and as otherwise may be amended, Tenant 
will comply with Legal Requirements concerning confidentiality of health information of 
residents at the Facility, and wiH entcr into and will cause any other person or entity required to 
do so tmder the Legal Requirements to enter into a Business Associate Agreement on terms and 
conditions mutually acceptable to the parties to such agreements. AdditionaJJy, the parties shall 
enter into a Business Associate Agreement, attached hereto and incorporated herein as 
Exhibit F, the final form of which will be agreed upon on or before the Effective Date. 

20 
Attachment - 19A 

-133-



5.15 Contracts. Supplies and Equipment. Tenant shall purchase such supplies and non­
capital equipment necessary and appropriate for the operation of the Facility in accordance with 
the terms of the Pro Fonna, Tenant shall inform Landlord of the contracts it wishes to continue 
or terminate, as the case may be, in accordance with the Operations Transfer Agreement. 

5. I 6 Ancillary Services. Tenant will either provide or arrange for the provision of 
ancillary services not covered by this Agreement to the Facility as needed, including without 
limitation marketing and promotion, training, construction, and care-related consultants, which 
may include nurse consultants, dietary consultants, therapy health nurses, physician/medical 
director, and activities, social services and religious consultants. 

5.17 Dietary Services. Tenant shall manage the dietary department of the Facility at 
Tenaot's direction . 

... ,. ... -....... ,,-.............. -----.-h···.S:18--·-MnrketinKl111ti-eustomer··Relatitms: .. ~'f-enan:t-witl .. '()versee-1he~tlevetopment"m1t1~··-··-----·-'······-· .. 
implementation of marketing and customer relations programs for the FaciJity, in consultation 
with established groups representing Facility constituencies, such as family, residents and care 
providers, 

5.19 Advisory Support. At no cost to Landlord, Tenant will provide timely assistance 
to Landlord with respect to reasonable requests for graphs, market analysis, business plans. 
program planning, and analysis charts and information assimHation relating to the Facility. 

5.20 Occupancy. Tenant will lise commercially reasonable efforts to achieve and 
maintain Landlord's historkal census and payor mix with respect to Facility occupancy, subject 
to compliance with applicable Legal Requirements concerning discrimination based on payor 
type, and as needed to meet the financial performance set forth in Tenant's pro forma estimates 
in Exhibit B. Nothing in this Agreement affects the powers of the Landlord contained in 55 Ill. 
Comp, Stat §§ 515-21009 and 515-21010, which are powers Landlord maintains, to the extent 
those Landlord powers do not conflict with the Service Covenant set forth in Section 6.5. 

5.21 Tenant's Designated Representative. For any situation in which pursuant to the 
terms of this Agreement, Tenant is required or permitted to take any action, give any report or 
make any request to or of Landlord, Tenant will act by and through Tenant's Designated 
Representative. 

5.22 Primary Goals & Quality Care. The primary goals of Tenant under this 
Agreement shall be to: 

(a) at all times acknowledge and implement, through the oversight of the 
Landlord, the Lake County Mission; 

(b) provide an accurate and objective reporting and approval channel for the 
Facility to the Landlord; and 

(c) maintain and strive to continually improve the operations of the FacHity 
to: 
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(i) Provide quality nursing and rehabilitation services for the benefit 
of the community; 

(ii) Maintain programs to promote the effective utilization of Facility's 
services; 

(iii) Maintain the current public image for the Facility; 

(iv) Maintain quality and proper staffing of the Facility; 

(v) Operate the Facility on a sound financial basis; 

(vi) Institute sound financial accounting systems and internal fiscal 
controls through effective budgeting procedures, all in accordance with GAAP, with accounting 

.~~ .. ~ .. _-- ... ,. pe~fomuul-on.an. accrual. basis; ... -.... ..., .. -....... --.--.-,.-.. - ... -----.. -.-_ ... _ .... _,.,. ... __ ,_. ___ .... _._ ...• , ........ , ....... ,., __ .. .. 

(vii) Provide sound operating and billing procedures; 

(viii) Control the cash position of the Facility through sound collection 
methods; 

(ix) Take such other steps as are necessary to provide quality care to all 
residents of the Facility; and 

(x) Adhere to and fully cooperate with all applicable Legal 
Requirements. 

5.23 Offer of Beds to Current Residents in the Replacement Facility. Prior to the 
transfer of residents from Facility to the Replacement Facility at the end of the Term of this 
Agreement, Tenant shaH first offer all then current residents of Facility admission to the 
Replacement Facility and Tenant shall make all reasonable efforts to maintain that bed for those 
current residents of Facility that choose to be admitted to the Replacement Facility. The Tenant 
obligation under this Section 5.23 shall survive the termination of this Agreement. 

ARTICLE 6 
PAYMENTS 

6.1 Payments. Landlord shaH make Progress Payments and Slart-Up Capital 
'Payments to Tenant for the Term of this Lease in accordance with the provisions of this Article 
and the Pro Forma. Landlord shall be permitted to withhold Progress Payments in accordance 
with the provisions of Se£tion 6.2 of this Agreement. Notwithstanding the foregoing, Landlord's 
obligation to make the Start-Up Capital Payments shall be unconditional, provided that Tenant 
submits written invoices to Landlord at least thirty (30) days in advance for each monthly Start­
Up Capital Payment. Each such Stal1-Up Capital Payment shall be paid by .Landlord to Tenant in 
the amount sel forth on the Pro Forma, at least ten (10) Business Days prior to the first day of 
each such month, provided that Tenant submits written invoices timely in accordance with this 
Section 6.1. 
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6.2 Amount and Conditions for Progress Payments: 

6.2.1 Landlord shall make the Progress Payments to Tenant on a monthlybasis, 
beginning on the Effective Date, in the amounts set forth for each respective month on line 045 
of the Pro Fortna. Provided that Tenant submits written invoices to Landlord at least thirty (30) 
days in advance for each monthly Progress Payment, Progress Payments shall be paid by 
Landlord to Tenant accordingly. Progress Payments shall be paid by Landlord to Tenant at least 
ten (l0) Business Days prior to the first day of the respective month to which such payment 
relates, provided that Tenant submits written invoices timely in accordance with this Section 6.2. 
The parties understand that Progress Payments are expressly conditioned on Tenant meeting the 
mHestones set forth in Exhibits C, D, and E (individually, a "Milestone" and collectively, the 
"Milestones"). Should Tenant fail to satisfy any Milestone, Landlord shall be permitted, in its 
discretion, to withhold the Progress Payment for such month, along with Progress Payments for 
subsequent months, until such time as Tenant has completed the task/objective covered by such 

-_ .... - . -lVIiIestoiic:'NotwItI1·standlngthc· [oregoliig, if Tenant"stibseqllelltFy 'completes"thetzlsk/ob]ectIve--'" . 
covered by a Milestone that was previously unsatisfied, Landlord shall not be pern1itted to 
withhold further Progress Payments. 

6.2.2 Landlord shall have no obligation to make Progress Payments: (a) beyond 
the Initial Term; or (b) in an amount greater than the aggregate amount ofthe Progress Payments 
set forth on the Pro Forma. Upon expiration of the Term, and within ten (10) calendar days 
following Tenant's delivery- of the final annual financial report at the end of the Ternl 
contemplated under Section 5.7 of this Agreement, Landlord and Tenant sha11 conduct a 
reconc:i1iation (the "Reconciliation") with respect to the Progress Payments paid .to Tenant by 
Landlord and the actual Facility Operating Expenses paid by Tenant in operating the Facility. If 
the Reconciliation indicates that the Progress Payments utilized by Tenant are less than the 
amounts estimated in the Pro Forma attached as Exhibit n, then such difference shaH be refen'ed 
to as the "Shared Savings", and such Shared Savings shall be treated as follows: 

(a) Tenant shall be eligible to retain up to 50% of the Shared Savings 
(the "Quality Incentive Payment"), subject to Tenant's satisfaction ofthe following standards: 

(i) Provided that Tenant improves the overall star rating of the 
Facility by showing that the star rating for the last 24 months of this Agreement is on average a 
higher rating than when Tenant took over (Effective Date), and the star rating is higher than it 
was on the Effective Date when the tenant exits the building after successfully accomplishing 
Phase III, as such rating is published on http://medicare.gov/nursinghomecompare/search.html 
(or its successor entity/publication location), Tenant shall be entitled to retain 113 of the Quality 
Incentive PaY111enl, with the remainder of t.he Shared Savings remitted back to Landlord; 

Oi) Provided that Tenant maintains an average resident 
satisfaction level equal to or greater than 3.75 out 5 on the Pinnacle Customer Satisfaction 
Surveys and the TeM employee surveys commencing on the Effective Date through the end of 
the Term, Tenant shall be entitled to retain 1/3 of the Quality Incentive Payment with the 
remainder of the Shared Savings remitted back to Landlord; and 
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(iii) Provided that Tenant achieves Shared Savings in its 
management and operation of the Facility commencing on the Effective Date through the end of 
the Term, Tenant shall be entitled to retain 113 of the Quality Incentive Payment with the 
remainder of the Shared Savings remitted back to Landlord. 

(b) Any Quality Incentive Payment, if applicable, shall be retained by 
Tenant at the end of the Term of this Agr:eemenl. Otherwise, any Shared Savings that does not 
constitute a Quality Incentive Payment shall be remitted back to Landlord. 

6.3 Start-Up Capital. 

6.3.1 . Landlord shall make the Start-Up Capital Payments to Tenant on a 
monthly basis, beginning on tbe Effective Date of this Agreement, in the amounts set forth for 
each respective month on line 046 of the Pro Forma, provided that Tenant complies with the 
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6.3.2 Start-Up Capital, shall be repaid by Tenant to Landlord as follows: 50% of 
the amount of the Start-Up Capital shall be repaid within 90 days of the first to occur of the 
following, and the remaining 50% shall be repaid within 180 days of the first to occur of the 
following: (a) te.nnination of Phase III; or (b) any other termination of this Agreement. 
Notwithstanding the foregoing, the aggregate amount of the Start-Up Capital which Tenant is 
obligated to repay shall be reduced, only by a maximum of $900,000.00, only if Tenant provides 
evidence to Landlord of the following, and only to the extent of any of the following: 

(a) any material decrease .in Medicaid reimbursement for services 
provided by Tenant to residents of the Facility, calculated by subtracting the aggregate Medicaid 
reimbursement received by Tenant from such payor during the Term fi'om the aggregate 
Medicaid reimbursement that would have been received by Tenant from such payor if the 
respective Medicaid reimbursement rate(s) remained consistent with the Medicaid 
reimbursement rate(s) effective as of the Effective Date throughout the Term; 

(b) any Damages incurred by Tenant that relate, directly or indirectly, 
to the union that is currently providing services at the Facility pursuant to the agreement with 
Exiling Operator, including, without limitation, pension obligations related to such union andlor 
any claim made by the union regarding outstanding payment obligations, backpay obligations, or 
other benefits owed by Exiting Operator; provided, however, that for purposes of this Section 
6.3.2(b), Damages shall not include Damages incurred by Tenant that relate, directly or 
indirectly to future union agreements or future union relationships witb Tenant; 

(c) the aggregate amount by whic11 the actuaJ real estate taxes payable 
by Tenant exceeds the amount set forth on the Pro Forma for real estate taxes; 

(d) any Damages incurred by Tenant as a result of any Change in Law; 
or 

(e) any other Damages incurred by Tenant, which are mutually agreed 
upon by the parties, that relate to a material adverse cvent(s) not l't:l'ISOlUlbly fbreseeable by 
Tenant and not caused by any action or inaction of Tenant. 
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6.4 Changes in Law. Notwifhstanding anything herein to the contrary, if during the 
Term hereof any Change in Law results in an Adverse Consequence (as such terms are defined in 
this Section 6.4), the patties agree to cooperate in making reasonable revisions to this Agreement 
and the Pro Fornla in order to avoid and/or mitigate the effect of such Adverse Consequence. If 
the parties through good faith negotiations fail to agree to such revisions after thirty (30) days 
folJowing written notice by either party to the other party requesting renegotiation, then this 
Agreement may be immediately terminated by either palty upon written notice to the other party. 
In such event, the parties shall promptly proceed to uhwlnd their relationship and ,place the other 
party in substantially the same position as such party was in prior to the Effective Date. During 
such unwinding, Tenant shall remain as manager of the Facility in accordance with Phase I of 
this Agreement. 

As used herein, "Change in Law" shall mean: (i) any new legislation or rulemaking 
enacted by the federal or any state or local government; (ii) any governmental. judicial or 

"""'"'-""- -ioiiiTnlstraiiVe'orifei;"aecree'or"oe61sloii-ifia:CwoiiTa-itrecT'fhe"iiursmg-nome'"ii1austry generaTIy'''"-''"--- ,~" 

and not such orders, decrees or decisions applying to the Facility itself as a result of actions or 
omissions of Tenant; 01' (iii) any interpretation of (i) or (ii) above by a court of competent 
jurisdiction or by a formal written opinion issued by legal counsel to either party. As used 
herein, "Adverse Consequence" shall mean a Change in Law that prohibits, restricts. limits or 
otherwise affects either party's rights or obl.igations hereunder in a material manner or otherwise 
makes it desirable for the parties to restructure the relationship established hereunder because of 
material legal or financial consequences expected to result from such Change in Law. 

6.5 Service Covenant. J n recognition of the role the Facility has played in caring tor 
residents of Lake County, and with the intention of maintafning that level of commitment to 
Lake County residents and otherwise supporting .the County's interest in Lake County residents 
receiving services, Tenant shall comply with the following covenant: 

6.5.1 In a simple majority of certain referrals to the Facility of prospective 
facility residents who are residents of Lake County ("LCRcsident") by Referral Sources 
(defined below) which do not result in an admission because Tenant cannot satisfy the resident's 
needs (e.g., advanced psychotic, SChizophrenic, or suicidal conditions), Tenant shall use 
commercially reasonable effOits to undcltake the following actions ("Service Covenant"): 
Within five (5) Business Days of declining to admit such LC Resident, Tenant will either 
identify available services to meet the needs of the LC Resident or identify an alternative nursing 
facility located preferably within the Lake County Marketplace, offering the types of'services 
required by the resident ("Alternate PlacerncJJt"), and Tenant will identify the Alternate 
Placement to the Referral Sow'ce by providing written or verbal notice. Fol'" purposes of this 
Section 6.4. "Referral Source" means a referral source, other than othel' facilities, that has 
referred a LC Resident to the Facility for admission, and the term "LCResident" includes 
resident's decision-making proxy, where appropriate in a given context. 

6.5.2 LimitatiollS on the Service Covenant. 

(a) Tenant shaH not be obligated to admit to the Facility any Le 
Resident who requires or may foreseeably require any of the categories of services listed 01' .is 
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otherwise described on Exbibit 1 ("Service Limitations") or whose needs may otherwise 
negatively affect then-current Facility residents. Such referrals are "Non~qualifying Rcferrals." 

(b) If Tenant has notified a RefclTal Source in writing of the Facility's 
Service Limitations, and the Referral Source makes a referral to the Facility of a LC Resident 
whose needs fall within or foreseeably may fall within the Service Limitations, then Tenant may 
but shall have no obligation to identify 8n Alternate Placement, and such Non-qualifying 
Referral shaH not be included in the assessment of Tenant's compliance with the Service 
Covenant. 

(c) The following circumstances shall not be included III the 
assessment of Tenant's compliance with the Service Covenant: 

(i) If Tenant is unable to admit a LC Resident due to 
-----' .. -.. -.-~--·-···· .. insuffrcient13taffm_g;at:th~r-PacNitY;~or~disoontIriuirtion~or-planned~i~cuntlll\lati'()nuf1rcategorY'of---'-"-'--'--"""--

service, Tenant may, but shall not be obligated to identify an Alternate Placement. 

(Ii) If Tenant is unable to admit a LC Resident due to damage 
to the Facility, construction, renovation, equipment failure or loss, or other structural or physical 
calise, Tenant may, but shall not be obligated to identify an Alternate Placement. 

(iii) Tenant shall not be obligated to identify an Alternate 
Placement for a LC Resident if none exists suitable for the LC Resident's needs within the Lake 
County Marketplace at the time of the referral to the Facility. 

6.5.3 Tenant Not a Referral Source. 

Under no circumstances shall Tenant be deemed to have made a referral in identifying an 
Alternate Placement. LandJord shall not take or support the position that Tenant has made a 
referral in identifying an Altemate Placement. 

6.5.4 Certification by Tenant. 

(a) At the end of each quarter beginning with the first three months 
after the Effective Date, and until the termination of this Agreement, Tenant shall cel1ify 
("Quartcrly Certification") to the Landlord that it has or has not met the Service Covenant. 
The Qllarterly Certification shall provide cumulative information for the preceding quarters, 
ending in the applicable quarter to date. The Landlord shall meet within ten (10) Business Days 
following delivery of each Quarterly Certification to the Landlord. Such delivery may be 
electronic, at Tenant's option. If for any quarter Tenant has not met the Service Covenant, the 
Landlord will notify the Tenant. 

(b) Tenant shall deliver a cumulative annual celtii1cation to the 
Landlord as 10 whether Tenant has met the Service Covenant ("Annual Certification"). based 
011 an annual cycle starting on the Effective Date. The Annual Certification shall be delivered 
within 10 Business Days of the end of each annual cycle. Such delivery may be electronic, at 
Tenant's option. 
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(c) Both the Quarterly Certitication and Annual Certification will 
identify (I) compliance with the Service Covenant by specifically setting forth those LC 
Residents referred by Referral Sources who are not admitted to the Facility, and state the reason 
and list the Alternate Placement identified by Tenant; provided however, such information shall 
be provided to the I,andlord in a manner that will not violate standards that protect health 
information and identities of such LC Residents, (2) actual census numbers for the Facility by 
payor type, and (3) progress reports with respect to compliance with the Phase I. 11. and II 
Milestones with explanations and evidence of same that is reasonably satisfactory to Landlord. 

(d) An Alternate Placement notification by Tenant shall not be 
invalidated by (i) the refusal or failure of the Referral Sourc.e to· communicate the Alternate 
Placement to the LC Resident, (ii) the refusal or failure of the Alternate Placement to accept the 
LC Resident, (iii) the failure or refusal of the LC Resident to become a resident of the Alternate 
Placement, (jv) effo11s by the LC Resident or Alternate Placement to relocate or relocation of 

.... suclrtCRestdeffr·foI16Wi'figndrntsston·t()·AllemlIrir·Plae~ll:nn'i.r,nr(vtrefuslIl-nf"aumisslnrrtfftlTtr···· 
Alternate Placement based on facts concerning the LC Resident or the Alternate Placement not 
previously known to Tenant. 

6.5.5 Landlord's Remedies. If Tenant fails to meet the Service Covenant for 
any quarter, Tenant shall immediately submit a plan of correction to Landlord. In addition, 
Tenant shall pay to. Landlord $500 per day for each day in which Tenant is in violation of the 
Service Covenant. If Tenant fails to meet the Service Covenant a second time while this 
Agreement is in effect, in addition to the $500 per day penalty set forth above, Landlord shall 
have the option of arranging for the administration of the Service Covenant by qualified experts 
chosen by Landlord, the cost of which shall be a Tenant expense, but which shall not be 
includable on the Pro Forma. 

6.5,6 Lender's Criteria. Landlord acknowledges that Tenant's and Tenant's 
lenders may impose financialperfonnance covenants. ("Criteria") on Tenant's operation of the 
Facility, that Tenant's ability to continue to operate the Facility and provide services to LC 
Residents in Lake County is conditioned on achieving Stich Criteria and on receiving timely 
Progress Payments under this Agl'eement, and that achieving the Criteriaand/or making 
payments to Landlord under this Agreement may require Tenant to .deviate from the Objective 
from time to time. In such event, together with any Quarterly or Annual Certification so effected, 
Tenant shall provide to Landlord financial information to demonstrate Tenant's need to deviate 
from the Objective,and identify what Criteria is implicated, and the Tenant shaH be entitled to 
suspend the provisions of Section 6.2, at the reasonable discretion of the Landlord, without 
waiving Tenant's requirements to abide by the Objective throughout the Term of this Lease. If 
Landlord's non-payment of the Progress Payment would cause Tenant to fail to compJy with the 
Criteria or be unable to make timely payments under the Lease, withholding of sllch Progress 
Payment and any previously withheld Progress Payments may be deferred by Landlord ut 
Landlord's discretion. 
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ARTICLE 7 
REPRESENTATIONS AND WARRANTIES 

7.1 Landlord's Representations and Warranties, 

7.1.1 Organization and Qualification; Authority; Binding E1fect. 

(a) Landlord in an Illinois municipaJ cOI'poration, duly formed, validly 
existing and in good standing under the laws of the State of Illinois, and has alJ requisite power 
and authority to own, lease, operate, and consummate the Transaction contemplated undel' this 

. Agreement. Landlord is the sole owner of the Facility and holds good and clear title to the 
Facility and all of the related assets to be leased to Tenant under this Agreement. 

(b) Landlord has, and as of the Effective Date and at all times up to 
-·.------.··.·· .. · ... and-iue).uaing··ttwm-ii18tien-of.··p..]:lase-m~wiJ·I-have.~the-·fun-and,,-ufl:l:estliiGted . .:right)-.. pew€F,·and·· .. ·--.. ···_· .. ·· .. ·_·· .. ·· 

authority to execute, deliver and perform this Agreement and to consummate the Transactions 
and perform all obligations contemplated hereby and in all agreements, instruments and 
documents being Or to be executed and delivered by it in connection with such tt'ansactions, 
including the Operations Transfer Agreement (collectively, the "Landlord Related 
Documents"), The execution and delivery of this Agreement and the Landlord Related 
Documents by Landlord, the performance of this Agreement and the Landlord Related 
Documents by Landlord, and the consummation of the Transaction contemplated hereby and 
thereby, have been duly authorized by Landlord and no other proceeding on the part of Landlord 
is necessary to authorize this Agreement or the Landlord Related Documents or to consunmlate 
the Transaction contemplated hereby or thereby. 1111S Agreement has been duly executed and 
delivered by Landlord and constitutes the valid and binding obligation of Landlord, enforceable 
against Landlord in accordance with its terms. When each of the other Landlord Related 
Documents has been duly executed and delivered by Landlord, such Landlord Related 
Documents will constitute a legaJ and binding obligation of Landlord enforceable against it in 
accordance with its terms, except to the extent that enforcement may be limited by or subject to 
any bankruptcy. insolvency, reorganization, moratorium 01' similar law as is now or hereinafter in 
effect relating to creditors' rights generally. 

7.1.2 No Conflict; Required Filings and Consents. 

(a) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a party, Landlord's performance of this Agreement 
and the Landlord Related Documents to which it is a party, and the consummation of the 
Transaction contemplated hereby and thereby,will not conflict with or violate or constitute, with 
or without notice or the lapse of time or both, a breach of or default under: (i) the governing or 
charter documents of Landlord, (ii) any Legal Requirement, (iii) any contract to which Landlord 
is a party, or (iv) any other instrument to which Landlord is a party or by which Landlord may be 
bound or to which Landlord or any portion of the Facility is subject. 

(b) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a patty, Landlord's performance of this Agreement 
and the Landlord Related Documents to which it is a party, and the consummation of the 
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Transaction contemplated hereby and thereby will not with or without notice or the lapse of time 
or both, give to others any rights of termination, amendment, acceleration or cancellation of: 01' 

require payment under, or result in the creation of any lien or adversely affect the Faci Iity. 

(c) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a party, Landlord's performance of this Agreement 
and the Landlord Related Documents to which it is a party, and the consummation of the 
Transaction contemplated hereby and thereby will not require Landlol'd to obtain any consents, 
authorizations, orders and approvals of, or to make any filing with or notification to, any 
governmental entity or any other person or entity, except with respect to the approval of the 
County Board. 

7.1.3 Compliance with Laws. Landlord is. and has been, in material compliance 
with all Legal Requirements applicable to lh~ Fficility. Landlord has not received, and to 

··-··········'····""· .. ·niIiar6ra's··.Kn6Wleage~-rio·otfierpaffyIfruf'receivea,anYWfifteri'"nouce·alJeging"nofi:coffijJliance···· 
with any material Legal Requirements within the five year period preceding the Signing Date. 

7.1.4 Environmental Matters. Landlord has not received any notice of any 
violation or alleged violation of any Environmental Law, and Landlord and the Facility are in 
compliance with all Environmental Laws. Neither Landlord nor the Facility are subject to any 
olltstanding or threatened Environmental Action. The Facility has not been used by Landlord or 
any other person for the generation, storage, manufacture, use, transportation, disposal or 
treatment of Hazardous Substances, except for medical waste in the ordinary course of operating 
the. Fadlity. There has been no Hazardous Discharge on or from the Premises by Landlord, or, 
to Landlord's knowledge, by any other person or entity. As used in this Agreem'ent, 
"Environmental Law" means each and every applicable federal, state, local and foreign law, 
s1atute, ordinance, regulation, rule, judicial or administrative order or decree, pennit, license, 
approval, authorization or similar requirement of each and every governmental entity and the 
common law, pertaining to the protection of human health~ safety the environment, or natw'al 
resources, including, without limitation, the. Comprehensive Environmental Response 
Compensation and Liability Act ("CERCLA"), 42 U.S.C. 960 I, et seq., the Resource 
Conservation and Recovery Act ('"RCRA"), 42 U.S.C. 690 I. et seq., the Toxic Substances 
ConU'ol Act ("TSCA"), 15 U,S.C. 2601, et seq., the Water Pollution Control Act ("FWPCA"), 
33 U.S.C. 1251, et seq., thc Occupational Safety and Health Act ("OSHA"), 42 U.S.C. 655, all 
as amended. As used in this Agreement, "Hazardous Discharge" shaH mean any releasing, 
spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping, 
leaching. disposing or dumping of Hazardous Substances. As used in this Agreement, 
«JIaZllfdous Substance" shaH- mean any substance, compound, chemical or element -which is: 
(i) defined as a hazardous substance, hw...ardous material, toxic substance, hazardous waste, 
medical waste, pollutant or contaminant under any Environmental Law; (ii) a petroleum 
hydrocarbon, including crude oil or any fraction thereof; (1ii) asbestos in any form; or (iv) radon, 
mold, lead, or other toxic compounds or substances. As lIsed in this Agreement, 
"Environmental Action" means any Actions and Proceedings under or by vit1uc of any 
Environmental Law or ill connection with any Hazardous Discharge or Hazardous Substance. 

7.1.5 Full Disclosure. No representatjon or warranty by LandJord in this 
Agreement contains any untrue statement of a material t:lct, or omits to state a material fact 
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necessary to make the representation or warranty contained therein, in light of the circumstances 
in which they are made. 

7.2 Tenant's Representations and WaITanties. 

7.2.1 Organization and Qualification; Authority; Binding Effect. 

(a) Tenant is a limited liability company, duly formed, validly existing 
and in good standing under the laws of the State of lllinois, and has all requisite power and 
authority to own, lease, operate, and consummate the Transaction contemplated under this 
Agreement. 

(b) Tenant has, and as of the Effective Date and at all times up to and 
including termination of Phase III will have, the full and unrestricted right, power and authority 

-···_··_--_·······-"·-to-e.x:eeute;-cleliver·andperlili'mthis-Ag1'eem.e1lt-and-tQ·Gonsummat~the-::r..f-aIlSaGt~ens.aHd-pel'foHn-·~.-----.. -----..... " 
all obligations contemplated hereby and in all agreements, instruments and documents being or 
to be executed and delivered by it in cOImection with such transactions, including the Operations 
Transfer Agreement (collectively) the "Tenant Related Documents")' The execution and 
delivery of this Agreement and the Tenant Related Documents by Tenant, the performance of 
this Agreement and the Tenant Related Documents by Tenant, and the consummation of the 
Transaction contemplated hereby and thereby, have been duJy authorized by Tenant and no other 
proceeding on the palt of Tenant is necessary to authorize this Agreement or the Tenant Related 
Documents or to consummate the Transaction contemplated hereby or thereby. This Agreement 
has been duly executed and delivered by Tenant and constitutes the valid and binding obligation 
of Tenant, enforceable against Tenant in accordance with its terolS. When each of the other 
Tenant Related Documents has been duly executed and delivered by Tenant, such Tenant 
Related Documents will constitute a legal and binding obligation of Tcnant enforceable against it 
in accordance with its terms, except to the extent that enforcement may be limited by or subject 
to any bankruptcy, insolvency. reorganization. moratorium or similar law as is now or hereinafter 
in effect relating to creditors' rights generally. 

7.2.2 No Conflict; Required Filings and Consents. 

(a) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party, Tenant's performance of this Agreement and 
the Tenant Related Documents to which it is a pa11y. and the consummation of the Transaction 
contemplated het'eby and thereby will 110t con:t1ict with or violate or constitute, with or without 
notice or the lapse of time or both, a breach of or default under: (i) the governing or chatter 
documents of Ten ant, Oi) any Legal Requirement, (iii) any contract to which Tenant is a paJiy, or 
(iv) any other instrument to which Tenant is a party or by which Tenant may be bound 01' to 
which Tenant is subject. 

(b) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party, Tenant's pel'fol1nance ofth15 Agreement and 
the Tenant Related Documents to which it is a party, and the consummation of the Transaction 
contemplated hereby and thereby will not with or without notice or the lapse of time or both, 
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give to others any rights of tennination, amendment,acceleration or cancellation ot: or require 
payment under, or result in the creation of any lien or adversely affect the Facility. 

(c) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party; Tenant's performance of this Agreement and 
the Tenant Related Documents to which it is a party, and the consummation of the Transaction 
contemplated hereby and thereby will not require Tenant to obtain any consents, authorizations, 
orders and approvals of, or to make any filing with or notification to, any governmental entity or 
any other person or entity. 

7.2.3 Compliance with Laws. Tenant is, and has been, in material compliance 
with all Legal Requirements to anow Tenant to fulfill its obligations under this Agreement. 
Tenant has not received, and to Tenant's knowledge, no other party has received, any written 
notice alleging non-compliance with a!lY material Legal Requirements,incIuding but not Jimited 

.. ",' ................. ··to111W15enrtll!gl':(fii1J:5!imreeactl'{)rt(~}W11trtlreiftFSItB:·-"----"·~··- .. -. ._--, •.. _ ..... __ .. -....-.-... . .... , ............. .. 

ARTICLE 8 
MISCELLANEOUS 

8.1 Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein 
provided, and for observing and keeping the covenants, agreements, terms and conditions of this 
Agreement on its part to be performed, shall lawfully and quietly hold, occupy and enjoy the 
FacHity 'during the Term of this Agreement, and subject to its terms, without hindrance by 
Landlord or by any other person or persons claiming under Landlord. 

8.2 Notices. All notices, .approvals or other communications that a party may desire 
or be required to give to another party under the terms of this Agreement shall be in writing and 
shalJ be deemed to have been properly given, served and received: (i) if delivered by messenger, 
when delivered; (ii) if mailed in the United States certified or registered mail, postage prepaid, 
return receipt req'uested, on the third (3 rd

) postal delivery day after mailing; or (iii) jf sent for next 
Business Day delivery by reputable, national next business day express carrier, freight prepaid, 
t11(niexlblIsffiessday"after-ai"spafcnlo'sucncarHef, addressed'to sucnparty as foll()ws: 

/flO Tenant: 

Wi'" copies to: 

If to Lalldlord: 

Transitional Care of Lake County, LLC 
6400 Shafer Court, Suite 600 
Rosemont, IL 60018 
Attention: Mike Filippo 

Benesch, Friedlander, Coplan & Aronoff LLP 
200 Public Square, Suite 2300 
Cleveland,OH 44114-2378 
Attention: Daniel J. O'Brien 

County of Lake 
18 N. County Street 91h floor 
VVaukegan, IL 60085 
Attn: County Administrator 
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Willi copies to: 

Additiollal Copies 
To: 

County of Lake 
18 N. County Street 9th floor 

Waukegan, IL 60085 
Attn: Deputy of the Civil Division 

Duane Mon-is LLP 
190 South LaSalle Street 
Suite 3700 
Chicago, IL 60603 
Attn: Nicholas J. Lynn 

8.3 MemorandumQf Lcase. Upon demand by either party, Landlord and Tenant 
......... ...... . ..... "··agreeTo·eiecufe·"an,raeIlve{·tfsnorfTomiTease'Tn'iec(lrdabTeThffil·so lniCrbiifsami:rma:y-oe---···· .. ·_········· 

recorded by either party. 

8.4 EstoppeL Each party agrees that any time, and from time to time, upon not less 
than ten (10) days prior written request from the other party, to execute, Il<:knowledge and deliver 
to the other party a statement in writing, certifying that this Agreement is unmodified and in full 
force and effect (or if there have been modifications, that the same is in full force and effect as 
modified, and stating the modifications), the dates to which the Rent has been paid, and whether 
any events have occurred which, with the giving of notice or the passage of time, or both, could 
or do constitute a Default hereunder. 

8;5 Fair Market Value, In determining the payments to be paid under this Agreement, 
including but not limited to the Progress Payments, the parties have agreed to the fair market 
value of the payments in light of the time, energies. training, experience and skills required, and 
experience and general economic conditions. The parties agree that the payments, including the 
Progress Payments set forth herein reflect fair market value and have not been determined by 

.. J.tl~iQg ..... i.fl.t9 ... a_(;£.Q!~!l.L.!rL~Q:v.._.~ID'Jh~.,:YQ,IE!l}~.QL,y!ll!!~,.2.f.~I!yJ~f~!l:~ls. . .9XlJl1~i~.e.s.s .. g~~~!a.~~I:L._., ... _ .. , ........... . 
between the parties which is reimbursed ,under Medicare, Medicaid or any private health 
insurance. 

8.6 No Requirement to Refer. Nothing in this Agreement shall constitute an 
agreement for referrals or an agreement to offer or receive anything of value as an inducement 
for referrals. The terms of this Agl'ecmcnt are not dependent upon the amount 01' volume of 
referrals, Nothing in this Agreement ,is intended to be, nor will it be construed as, an offer, 
inducement or payment, whether directly or indirectly, overtly or covertly, fbrthe referral of 
residents or patients, or for the recommending or arranging of the purchase, lease or order of any 
item or service. No referrals are required under this Agreement. 

8.7 Change in Legal Requirements. Upon either party's good faith determination, on 
the basis of events occUlTing subsequent to the date of this Agreement, that the Agreement fails 
to 'comply in a material way with any applicable Legal Requirements, the parties agree to take 110 

action deemt."<.l to be in violation of such law and, after notice has been given, the parties shaH 
promptly meet within a period of thirty (30) days and using good faith and due diligence shali 
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attempt to agree upon a new structure that will satisfy the business o~iectives of the Agreement 
and applicable Legal Requirements. If: by the end of the thilty (30) day period the parties have 
agreed upon a new structure, then the parties may amend this Agreement. 

8.8 lnterpretation. AU of the provisions of this Agreement shaH be .deemed and 
construed to be "conditions" and "covenants" as though the words specifically expressing or 
importing covenants and conditions were used in each separate provision hereof. Any reference 
herein to the termination of this Agreement shall be deemed to include allY termination thereof 
by expiration, or pursuant to Articles referring to earlier termination. All nouns and pronouns 
and any variations thereof shaH be deemed to refer to the masculine; feminine, neuter, singular or 
plural as the identity of the person or persons, firm or firms, corporation or corporations, entity 
or entities or any other thing or tbings may require. 

. 8.9 Headings. The headings and titles in this Agreement are inserted only as a matter 
.... "--._c_~"·····ofconvente.tretnnrd··f(5f1·efiffeITC'e·-am~ttn-nxrWay·defiffc;"tiolltol'<aescrilJethe ·s~ope--()F·iIitefirO'r-··· ........ · __ ~,·c_ ... . 

this Agreement, nor in any way affect this Agreement 

8.] 0 Entire Agreement. This Agreement contains the entire agreement between the 
parties, but arises from the Lake County RFP dated July 23, 2014, (attached to this Agreement as 
Exhibit J), and approved by the Landlord on May 12, 2015, and a Transitional Care 
Management ProposaJ dated August 14, 2014 (attached to this Agreement as Exhibit K. In the 
event of a conflict between these three documents, the order of precedence shaH be (1) this 
Agreement; (2) the RFP; (3) the Transitional Care & Management Proposal. No oral 
modifications to this Agreement shall be valid, but rather all modifications must be made in 
writing and signed by both parties. 

8. I I Assignment. Neithel' party shall be pennitted to assign or sublet, whether by 
eperation of law or otherwise, all or any portion of this Agreement without the prior written· 
consent of the other party. 

8,12 Force Majeure. Neither party shall be liahle nor deemed to he in Default for any 
······,,··· .. ···de1ay·ofTaiIure···iii performance undec··iliis·Ag reemenrOfomerTri'feITllptionof·sen;i<i~iesuTting; _ .. " ........ . 

directly or indirectly, from aetsof God, acts of public enemy, war, accidents, fires, explosions, 
earthquakes, floods, failure of transportation, strikes or other work interruptions by either patties' 
employees, legislative changes or rulemakings, or any similar or dissimilar cause beyond the 
reasonable control of either party. 

8.13 Severability. If any term or provision of this Agreement shall to any ·extent be 
held invalid or unenforceable. the remaining terms and provisions of this Agreement shall not be 
affected thereby, but each term and provision shall be valid and be enforced to the fullest extent 
permitted by law. 

8.14 Survival. The provisions of Sections 4.28 and 4.29 of this Agreement shall 
survive the termination of this Agt'eement for a period of one (1) ycar. 

8.]5 Counterparts. This Agreement may be executed in any number of counterparts 
with the same effect as if the parties hereto had signed the same document. Signatures 
transmitted by facsimile or PDF shall have the same effect as original signatures. 
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8.16 Dates. If a party signs but fails to date a signature, the date that the other party 
receives the signing party's signature will be deemed to be the date that the signing party signed 
this agreement, and the other party may inscribe that date as the date associated with the signing 
party's signature. 

[SIGNATURE PAGE FOLLOWS ON NEXT PAGEl 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be signed 
by persons authorized to do so on behalf of each of them respectively the day and year just above 
written. 

DM2\5540662.9 

Landlord: 

COUNTY OF LAKE, an Illinois municipal 

::~~ 
I1s: '1 

Consented to tltis __ dllyof Ma.tl 
2015 J 

Tenant: 

TRANSITIONAL CAitE OF LAKE 
COUNTY, LLC, an Illinois Limited Liability 
Company 

By: ---i~_~=====:.L.~~:"'-_ 
Its: ____ ...l.-~~~"--_____ _ 
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Winchester House 
J 125 North Milwaukee Avenue 
Libertyville, Illinois 60048 

I~XHIBIT A 

PREMISES 

A-I 
Attachment - 19A 

-149-



EXHIBITB 

TENANT'S PRO FORMA ESTIMATES FOR OPERATION OF FACILITY. 

See attached. 
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EXHIBITC 

IJHASE I MILESTONES 

Phase I shall commence as of the Effective Date. During Phase I, Tenant shall take all 
commercially reasonable actions necessary to secure all Healthcare Licenses and Approvals 
needed to operate the Facility. During the pendency of Tenant's receipt of the Healthcare 
Licenses and Approvals, Tenant shall assist Landlord (or Landlord's agent) in Landlord's 
provision of services for the health, safety, nursing care, and welfare of all Facility residents. 
During this Phase I, Tenant shall work cooperatively with Landlord to assure a smooth transition 
to Phase II. Such u'snsition shall include, but not be limited to, installation of systems and 
procedures needed to operate and sustain operations, perfonning inventory of existing movable 
equipment and supplies, establishing cut-off procedures for accounts receivable and accounts 

,::,.- .. ~ ... " .... :." ···--payable,·assem b Hnga-workforee;, :tt'ansfcrring:~applicable~:eonk'nctu£1:Fobligations"'to"Tenant"ilnd·,·,··· ....... ", ... "._ .. 
such other practices necessary for the transition of the Facility operation to Tenant. Phase J shall 
terminate upon Tenant's receipt of the Healthcare Licenses and Approvals. 

• Filing of CHOW CON Application within thirty (30) days of the Effective Date. 

• Filing of Application for Licensure ("Licensure Application") with IDPH within ten 
(10) days of receipt of the CHOW CON Approval. 

• Filing of documents for Medicare Certification fourteen (14) days after approval by 
IDPH of the Licensure Application. 

• Filing of documents for Medicaid Certification fOUlieen (14) days after approval by 
IDPH of the Licensure Application. 
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EXHIHITI> 

I)HASE II MJLESTONES 

Phase II shall commence upon Tenant's receipt of the Healthcare Licenses and Approvals. 
During Phase II, Tenant shall continue to provide for the health, safety, nursing care and welfare 
of all Facility residents, and shall be the sole operator of the Facility pursmmt to the terms of this 
Agreement and pursuant to any and all applicable Legal Requirements. In addition, during 
Phase II, Tcnant shall diligently prepare and submit an application to obtain the Replacement 
Facility CON Approval. Phase 11 sha.1l tenninate upon Tenant's receipt of both: (a) the 
Replacemcnt Facility CON Approval; and (b) the Healthcare Licenses and Approvals. 

(A) Contract to secure land for construction of Replacement Facility -. ten (10) 
.... months. from Effec:tive Date. ". "-" 

(B) Presentation of master design, architectural drawings, and mastcr plan for 
Replacement Faci1ity to Landlord - nine (9) months from Effective Date. 

(C) Preparation by Tenant of CON for Replacement Facility and discontinuation 
CON, and presentation to Landlord of Replacement Facility CON and any 
discontinuation CON in DRAFT form nine (9) months from Effective Date. 

(D) Preparation by Tenant of construction schedule and list of contractors for building 
of Replacement Facility; presentation of same to Landlord sixteen (16) months 
from Effective Date. 

(E) Filing of Replacement Facility CON Application by Tenant for Replacement 
Facility (to be coordinated by Tenant with Landlord discontinuation of Landlord 
CON) with IHFSRB - ten (10) months from Effective Date. 
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EXHIBITE 

PHASE III MILESTONES 

Phase m shall. commence upon Tenant's receipt of both: (a) the Replacement Facility CON 
Approval; and (b) the I-Iealthcare Licenses and Approvals. During Phase III, Tenant shaH 
continue to provide for the health, safety, nursing care and welfare of all Facility residents. 
Promptly following Tenant's receipt of Ule Replacement Facility CON Approval, Tenant shall 
diligently pursue constnlction of the Replacement Facility in accordance with the terms of the 
Replacement Facility CON Approval, followed by relocation of the residents. Phase III shall 
tenllinate upon transfer of the Jast then current resident to the Replacement Facility, in 
accordance with the laws, mles and regulations of the State of Illinois regarding the transfer of 
residents. 

(A) Tenant to begin construction of Replacement Facility project pursuant to 
Replacement Facility CON Approval- 24 months from Effective Date. 

(8) Filing of discontinuation of Facility CON with the IHFSRB - 24 months from 
Effective Date. 

(C) Completion of construction and submission of Final Project Report by Tenant to 
IHFSRB * 36 months from Effective Date. 

(D) Filing of Facility Closure Plan, with input from IDPH that is gathered by Tenant, 
including details of transfer of residents to replacement facility; presentation of 
same to Landlord 30 months from Effective Date. 

(E) Filing of Application for Licensure (,'Licensure Application") tor Replacement 
Facility with IDPH - 30 months from Effective Date . 

. .... ............. ~- .... -........... (F) ..... I~~lJJ!ltJ;Q .. PIQy!~tI;UQ .. Lf!lJdl~mj .J~ ... dJ:11.fi tram;itj9n.@c:i.~Qmrl'\W~!r,:*1!iQnpJ!mfQI .. _ ...... _ .......... __ . 
families and residents regarding transfer of residents into Replacement Facility _ 
30 months from Effective Date. 
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EXHIBITF 

BUSINESS ASSOCIATE AGREEMENT 

Sec attached. 
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EXHIBITG 

INSURANCE COVERAGES 

[Include reqllirenumts/or insllrance covertlge/or Tenant] 

See attached. 

G·l 
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EXIIIBITH 

LAKE COUNTY MARKETPI .. ACE 

See attached. 
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EXIDBITJ 

SERVICE LIMITATIONS ON SERVICE COVI~NANT 

Assisted Living Services 

Hospital Services 

Mental Health Services 

I-I 
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See attached. 

EXHIIUTJ 

RFP 

J-1 
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See attached. 

EXHIBITK 

TCM PROPOSAL 

K-J 

-159-

Attachment - 19A 



See attached. 

EXHIBlTL 

PRE-DEVELOPMENT COSTS 

L-J 
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EXHIBlTM 

IRUEVOCABLE STANf)BY LETTER OF CRE])IT 

ISSUING BANK: _______ [date] 
Letter of Credit No. _____ _ 
Letter of Credit Amount $700,000.00 

Tssuing Bank Letter of Credit Reference No. ______ _ 

Confirming Bank Name: ________ _ 
Confirming Bank Address: _______ _ 

BENEFICIAR Y: 

COlUlty of Lake 

] 8 North County Street - 9th Floor 

Waukegan, IL 60085-4334 

Attn; County Administrator 

Ladies and Gentlemen: 

We hereby confirm the enclosed Irrevocable Letter of Credit No. and 
amendments thereto, if any, issued in favor of the Beneficiary by ___ .~~ __ ._. __ . [insert 
name of issuing batik] tor drawings up to the aggregate principal amount of $700,000.00, 

""""""-""""'.",. ··'···"effecfiveTiilmedfatetY:'··''TFils'··coiiIirmatfol1''ls'rssiied:"preseiltii6re"and'payable'ar'ou{'offic~far"'" "'''''''-~' 

______ ----, ,and expires with our close of business on 
_______ [insert same expiration date as Letter of Credit]. The expiration date of this 
Letter of Credit shaH he automatically extended for SlIccessive one (1) year periods unless we 
notify the Beneficiary by certified mail or other receipted means of delivery sent to Beneficiary's 
above stated address sixty (60) or more calendar days before the then current expiration date. 
The expiration date is not subject to automatic extension beyond _______ , and pending 
automatic extension shall be ineffective beyond that date. The expiration date shall also be 
extended in accordance with the temlS of an amendment issued by Issuer to which Beneficiary 
consents and in accordance wjth rSP98 Rules OIi closure of tbeplace for presentatiOJl on the 
expirationdftte. 

We hereby undertake to fully and promptly honor within three (3) business days any 
drawings made by Benet1ciary hereunder and presented at our office specified above on or 
before the expiration date of this confirmation or any automatically extended expiration date 
which is made by a completed drawing certificate in the form attached hereto as Attachment A. 
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Except as expressly stated herein, our undertaking is not subject to any agreement, 
condition or qualification. The obligation of the undersigned under this confirmation is the 
indlvidtlal obligation of the undersigned and is in no way contingent upon reimbursement with 
respect thereto. 

Thjs Letter of Credit is transferable one or more times, in each instance to a single 
transferee and only in the Jull amount available to be drawn under thc Lettcr of Credit at the time 
of such transfer. Any such transfer may be affected only through ourselves and only upon 
presentation to us at our above-specified office of a duly executed jnstrument of transfer in the 
format attached hereto as Attachment B together with the original of this Letter of Credit. Any 
transfer of this Letter of Credit may not change the. place of expiration of this Letter of Credit 
from our above-specified office. Each transfer shall be evidenced by our endorsement on the 
reverse of the original of this Letter of Credit, and we shall deliver the original of this Letter of 
Credit so. endorsed to the transferee. 

The tenn "Benefidary" as used in this Letter of Credit means the beneficiary named in 
this Letter of Credit and any person who succeeds to substantially all of the rights of such 
beneficiary by operation of Jawor, in the event of a transfer of this Letter of Credit, the transfer 
beneficiary named in our advice of transfer of this Letter of Credit and any person who succeeds 
to SUbstantially all ofthe rights of such transfer beneficiary by operation of law. 

This confirmation is issued subject to the International Standby Practices 1998 ("ISP98") 
and the lamar the State of , and in the event of any conflict, the laws of the 
State shaU controL 

__________ [Issuer's nameJ 

By: 
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Section VI, Mergers, Consolidations and Acquisitions/Changes of Ownership 
Criterion 1110.240fc), Access 

1. Current Admissions Policy 

A copy of the current admissions policy and financial assistance policy for Winchester House is 
attached as Attachment 19B. 

2. Proposed Admissions Policy 

A copy of the admissions policy and financial assistance policy for Winchester House is attached as 
Attachment 19C. 

3. Admission Policy Certification 

A letter from Brian Cloch, Manager Transitional Care of Lake County, LLC, certifying the admissions 
policies of Winchester House will not become more restrictive after acquisition by Transitional Care of 
Lake County, LLC is attached as Attachment 19D. 

Attachment - 19 
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f;ligil:lilil.¥. Medicaid eligibility is established by state and federal guidelines. Eligibility criteria for Medicaid 
and services covered by Medicaid may ctlange from time to lime by actions of slate or rederal 
government. Facility will assisl Resldenl 10 apply for Medicaid coverage. when appropriate. However, 
Facility does not guarantee either Medicaid eligIbility or Medicaid coverage for services provided during 
Resident's stay at Feci/By. Resident is financially responsible for all non-covered services. 

Covered SerVices. The following services and supplies are covered in the Medioald Daily Rate: 

Room and board, nursing services, socIal services, resident activities, dietary services, laundry 
services, housekeeping seroices, maintenance services, business office services, grooming and 
hygiene care, consultant services, medical direction, personal grooming and hygiene Items (e.g., 
toothbrush, powder, denture care supplies, lotions, soap and shampoo) and rouline body care 
products, dietary supplies and medical supplies. 

Services Covered by Medicaid But Billed by Resifl8Qrs Individual Provider.. The following services are 
covered by Medicaid but billed by the Resident's individual provider: 

PhysIcian services, dental sero/ces, podiatry, medication charges (except for certain over-the­
counter drugs), laboratory and x-ray, physical, occupational and speech therapy (as ordered by 
physician) and ambulance services. 

Noo-Covered Services. Any seroice or supply not listed above is NOT covered by Medicaid, IncludIng, 
but wilhoullimitation, certain drugs. 

Available Services. Non-covered services as listed on Enclosure #4 are avallable for purchase from 
Faoillty for an additional fee. A list of current charges for Available Services is provided in the Rate 
Schedule. A list can also be obtained In the business office Monday through FrIday from 8:00 a.m. to 
4:00 p.m. 

Attachment 19B 
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ENCLOSURE #5 
MgD.JQAR~_~_QYJ;B~P._ANP~N§~~(iOJt.r;,R~Q..~J;.RVJ.c_I;§ 

§JJgj!;ljJi~. Medicare eligibility is established by federal guidelines. Eligibility criteria for Medicare and 
servIces covered by Medicare may change from lima to time by actions of stale or federal government. 
Facility will assist Resldenlto apply (or Medicare coverage. when appropriale. However, facility does not 
guarantee eilher Medicare eligibility or Medicare coverage for services provided during Resident's stay at 
Facility. Resident is financially responsible for all non-covered services. 

Covered Services. The following services and supplies are covered by Medicare: 

Inpatient Skilled Nursino Facility Care (Part A) 

This includes all services thai are medically necessary. 100 days of post-hospital care per benefit period. 
No coinsuranoe for the first 20 days. Federal guidelines mandate a coinsurance for the 21st through 
100th day must be paid by a privale source ir Medicaid is not applicable. 

Madlcare Part A 
Medicare Part A helps pay for the following services: 

Sem i-Private Room 
Dietary ServlcGs 
Nursing Services 

• X-rays 
• Medical Supplies 
• Therapy 

• Pharmaceuticals • Oxygen 
• Laboratory Tests 

Medicare Part B 
Medicare Part B helps pay for the following outpatient services: 

• Ambulance Transportation (medically necessary) • X-iays 
• Physician Visits If Medical Supplies (e.g .• urologioal) 

• Podiatry • Durable Medical Equipment 
• Optometry • Prosthetic Devices 
• Laboratory • Therapy (PhYSical, Occupational, 
• Other Diagnostic Tests Speech and Nutritional) 

• Audiology 

There is a Pari B deductible that must be met each year Services covered under Part B are usually 
reimbursed at 80% after the deductible has been satisfied. 

Your Medicare Part A status will be determined, documented and verified at the time of your admission I 
readmiSSion. Our professional medical staff wi" continually apply the Pari A principles for determining 
whether your services continue to moet ParI A requirements. 

The Medicare Intermediary serving this facUity is Wisconsin Physicians Services 

1;l.QIl:~;QYQ.r.~IL§.fi.!YJ2.t;!§.. Any service or supply nol listed above is NOT covered by Medicaro. 

Ay§j!.e.Q!~".Se(y(Cfi$. Non-covered services as listed on J;!1cJQ::!,l1r~Lt't4 are available for purchase from 
Facility lor an additional fee. A list of current charges for AvaJlable Services Is provided in the Rate 
Schedule. A list can also be obtained in the business office Monday through Friday from 8:00 a.m. to 
4:00 p.m. 

.© Health Dimensions Group 
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ENCLOSURE #6 
fj~IVL\Te..e-,W COVf;R(QANI:iJ(Q&";CQYEREO SE~'t!fES 

Covered Services. The following services are included in the Dally Rate: 

Nursing and personal care selVices, lodging, meals, linens and bedding, a trust account for personal 
frnaff<fei!C'"j'egUlarly""scneaUfecf'recreat1i;nar 'and' 'soCial 'acllviIies, 'in:h-ouse 'Iaunary' service: 
adminIstration of prescription medications and other selVices as required by law or third-party payor", 

Non-Coveuuj SelViQ~!.\, Any s6IVice or supply not listed above Is NOT covered by the Pally Rate~ 

AvailiJble Services. Non-covered selVlcss as listed on Enclosure #4 are available for purchase from 
Facility for an additional fee, A list of currenl charges for Available Services Is provided In the Rate 
Schedule. A list can also be obtained In the business office Monday through Friday from 8:00 a.m. to 
4;00 p.m, 

® Heallh Dimensions Group 22of29 
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:~,·:':';PllY:1:A¢~pPlan~~".Q . , QVe'the co4nsurimbe aIDQUllt. ,While the muimum Medi~e'Part A benefit·,:,-,' 

. :;g:];~=~t¥: ... W:~:~~:W·'YSf1:~':~\~~:t"fyerage~UY~rr'\71i~~~yia~:~. 
:" , ~. of.J!;lI:1llaril';' ~P15~ fhe·daily;~edi~are co~JnSliraitce 'amoUnt for the 21 stto 1 60th day:of Skilled J;lursing<' ~ 
;' .. " home ~~ is·$!~t:5.irpe!.(l~y:1Jjis amoUntis ~uaI1y, adjiJsteq for inflation. Medicardj~;B semces are " 

f~~fl' •• !B:~~~=~2it~:;('f: 
.:. Drug rlan.(pDP.r'¥P'~' :Uld'eo.rl.firiJ;itll6 PDP'YQ~, ell9o$e covers the medications You need. B~d on the 

·PDP.,you choQse~'Yo~ n,l~y, liave Qifferent monttilyjieiniurns, deductibles and ca.-insurance. YoUr income 
.)evelmtl~'~~.inf!l1~:n.c..~We~~t)llUtQf yourpreri:UjiT~;~ducti:b!es and co-insuran~e.You ~ay apply for 
.. LoW..Inc~~C::~UQ~ldy:A:s~~1atl(;1~ for your P~1Je'WeQSes pycalling your local SoclalSecUTltyOffice. 

'. . , .. :::.':>:.,: ..... : .. ~:., .. -I'~ ,'''0"''>':'''::.' ".·:.·~.>"':.'~: .. H.:.." 
. ':Ifyou ~veai1y:.que~ti.9riS,: ~poutY.Qur::. Medicm:~b.~ellts; C!lll your local Social Security office or. 800-. 
' .. ···.MEpICAREoJ;'yj$i~.;ih:e5Vf~bsitewww;medicare.goy.':··.·· .. ' . . .'. ; . : . 

, . ", . ," .... ::;.:.:~.:.;':~::: ;,' '", ~ -":;" ," , " . ~ ...... "., , '" . " 

. .. •..... ..:<; 

IIUnol.~lort 
Long T_e"" 
e:2015 
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a~~;~t~ftWJ;i~~,:r~~~,j~r~~4;~" .. 
, . " ,. oi@rtbi:nUDOJ,s J)'Plwtment ofROiiItbcarcandF~Uy SCrvjces; The.engibili~.!~ireincnrs.· "," 

for,a n~ing.hoine resiqent are diflenm., depep~g on.~he~er 'you are·It!l~in,l!iv!q~;or Whetbjjr you are .. " 
. ' , ma;rrle~wjitt.a spouse IIving'ih.the cOpm1'!-lltty •. TiillLilottce eJ'.p)~ the eUgibiiitYreqQiiemeQ~ f~r.a ,.iugle ': .. 

·,·.;;.·,.~~~~lIaJ;',·.:::', ,"',': '.: '."":,'.:'~ . :" ", " .' .' .,.:.:' ',: ':~"'~":>," 
. Ify6u arc'lln,in<liyidual, you 'm~ be eliSible to receive fW!~.c('for yoUr ni~Qjll bil1s'~4 ~urSmg;home ,c~ .• ;,. '::~i~i 

.. ;1:, "~":£ ,.' '.:;.' '. 
:':';- . .,.,; '.: : ~ .' '. , 

::..,:",,:; .:.: 

j.. : ~ ;. 

, • > .. , • ~.: ••• ~ • I, :;;. -. . ' : ,.' .< ' •• :. .' :.' __ ''-.~ .: ~ ..... ' 

~~~~~ f~{. :.::,:, 
:'i~f'>~;~~;~\~;i!i;i~;~,,;~~J&\;t) .... , 

,:~~~~,~~~~,: : 

: .. ' ;;:~.>~~., .. <'~' " """ '";. " ,": 

., ··fri)nLieltherJ.;ioFthe. ·abOve.if,~'over::.$500.· .• temlzed staf!:ment of date. qfpurc~BSean~,~;:~~\ . 
. :::~~~,~g,m~;~ti#i~~§~~:pic~~r '::\~"'~ . cash value:.:· ...•. ..: ·'i

e
. -,>~.,:;:~\:.< . 

• . ' . SooliifSecuriLjcard' . • Stocks, bonds, oth.er. securities and safe depQsit '. 

.:¥~:~i~~~r~~~.{,:.,. " ; . .. : ','" box receipts' . ". '" .. 

.,Blu~.:CtQ$sIJ)IUcSbieId, AARPor 9tber Health .,. . Deeds ~d tax ~tements for property-:: . -
.~~.~F~:~.s;;::_::<.·· ....... ..•.. ': •.......•. ' . owned currently or so14.,in theli15t~· .. 

~Pro(;)f;;(cl1eoI.<;.Benefit Letter, eto.)of.Soci~, '.. year§ . '. . . . 
.$ecPrl~illc~m~._i .' " ,':. '. :. < >. Verification or any acpountsclQsed ~ ~last ' '. . . 

': . P:rq0f~f~e~~!op .1Ia~Qme ... five yem .. . 
•. >ProQf of other income .• Trusts and annuiti~.!l . .' 

",:.'. :,' .' . '> ",:.:.; : 
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. ~;i!t;~id~\~ 
.• Yerifl~atiQn. of anY ~c~ts closedinili~last . five years,<' . . .., n ,n . 

". ., ·M811iage c~fica.: 
• 
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'ComS~h ,~d'~~'''t 
'. Cotton; CQJk!n Ballaj Cotton Swl!bs 
Continu()!iSj)ositly'eAlrwai;pioe~sure 

'(CPAP) ." ' .... ' ..•... , .' ...•...........• 

CusblODI.·NOll,CUljIQtT:l . .... ..... . 
Dental Fl()Ss AA~Del~iureS!Wplic:s . 

. Deodorant,AJitipet'5pu:ant::: '.' 
Diabetic Tesring SuppUes . . 
Oiapers, DispoSabJeundlQ~Non-
disposable . '., 

. Disinfectants 
Disposable Enemas 
DrniDage Tu!>inlJ und Recepw:les 
DressIngs. . 
Durable Equipment Non-Custom --... IMO"""' .... -

'Mouthwash, ......,. . .' . ' 
Nail CtUeSupplies; . ......•. . •.... 

. Nebulize1'll':.' . .•.. . . 
. Ortbotics/Non-custom (I.e., helmets, 

. ,~astic brace$) '. . .,... '" . 
•. Oxlmllter$ and OXYS~i:t Analyzers 
Oxygen undEquipment and supplies 

.. necessary for its ~jstratiOD 
Pads (i.e., sbeepskin.mole9~) 

. Petroleum (I.e., Vaseline) ." 
Razors ", . 
Rectal Tubes 
ReslnliD.ts 
Robo Cushions 
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August 18,2015 

Kathryn Olson 
Chair 

Transitional Care of Lake County 

Illinois Health Facilities and Services Review Board 
525 West Jefferson Street, 2nd Floor 
Springfield, Illinois 62761 

Re: Admission Policies 

Dear Chairwoman Olson: 

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of 
Civil Procedure, 735 ILCS 5/1-109 that the admissions policy for Winchester House will not 
become more restrictive as a result of the proposed change of ownership. 

Sincerely, 

Manager 
Transitional Care of Lake County, LLC 

Subscribed and sworn to me 

C5::;~ ,2015 

Notary Public 

50862967.1 
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OFFICIAL SEAL 
DIANE LUCIA 

NOTARY PUBLIC· STATE OF ILLINOIS 
MY COMMISSION EXPIRES:04/01117 
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Section VI, Mergers, Consolidations and Acquisitions/Changes of Ownership 
Criterion 111 O.240(d), Health Care System 

1. Impact on Other Area Providers 

There will be no change in the scope of services as a result of the acquisition of Winchester House. 
The acquisition will not impact other unaffiliated long term care facilities as the transaction consists of 
a change of control of the operating entity. 

2. Facilities within Applicant's Health Care System 

Transitional Care of Lake County does not own andlor operate any other healthcare facilities in the 
State of Illinois. 

3. Present and Proposed Referral Agreements 

There are no current or proposed referral agreements for the facilities involved in this transaction. 
Therefore, this criterion is not applicable. 

4. Time and Distance for Proposed Referrals 

There are no current or proposed referral agreements for the facilities involved in this transaction. 
Therefore, this criterion is not applicable. 

5. Use of Care System Providers 

The change of operator of Winchester House will have no impact on area long term care facilities. 
The change of operator will not restrict the use of other area long term care providers. and 
Transitional Care of Lake County, LLC will admit residents pursuant to a non-discriminatory 
admission policy. 

6. Duplication of Services 

As set forth throughout this application, the proposed transaction contemplates a change of 
ownership of Winchester House. Accordingly. the proposed transaction involves the change of 
operator of an existing long term care facility; there will be no duplication of services. 

7. Services Not Available to the Community 

Transitional Care of Lake County. LLC will continue to provide long term care services currently 
provided at Winchester House. No new services are planned for the acquired facility. 

Attachment - 19 
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Section Viii, Financial Feasibility 
Criterion 1120.120 Availabilitv of Funds 

The Lease and Management Agreement between County of Lake and Transitional Care of Lake County, 
LLC to lease the facility at 1125 N. Milwaukee Ave, Libertyville, IL 60048 is attached at Attachment - 36. 

Attachment - 36 
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LEASE AND MANAGEMENT AGREEMENT 

between. 

"COUNTVOFLAKE'"' 
an Illinois municipal corporation 

Landlord 

and 

TRANSITIONAL CARE OF LAKE COUNTYt LLC 
an Illinois Limited Liability Company 

Tenant 

May 12,2015 

-175-
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LEASE AND MANAGEMENT AGREEMI~NT 

This Lease and Management Agreement ("Agreement") is made and entered into as of the 12th 
day of May. 2015 (the "Signing Date"), between the COUNTY OF LAKE, an Illinois unit of 
local government ("Landlord"), and, TRANSITIONAL CARE OF LAKE COUNTY, LLC, 
an Illinois L,imited Liability Company ("Tenant"). 

RECITALS: 

WHEREAS, Landlord is the owner of that certain tract of land, improved with a 224 
licensed bed skilled nursing facility commonly known as Winchester House and located at 
1125 NOith Milwaukee Avenue, Libertyville, Illinois 60048, as more particularly described in 
Exhibit A attached hereto and made a part hereof (the "l)remises"); 

WHEREAS, Landlol'd is the licensed operator and owner of the Premises, induding all 
of the fumishings;·fttrniture,eql1fpment;" supplies and fixtures used-iIl:or'about; and -required-for 
the use of the Premises as a 224 licensed bed skilled nursing facility (the "Facility"); 

WHEREAS, the County Board of the County of Lake (the "County Board") 
established the Winchester House Advisory Board (the "WHAD") to, among other things, 
recommend the best option for constructing a new skilled nursing facility; 

WHEREAS, the WHAB recommended the Landlord issue a Request for Proposal 
(attached as Exhibit J) to solicit proposals from qualified entities in the private sector to lease 
the Facility, to become the licensee, and to provide for a replacement facility (the "Replacement 
Facility") by the end of the term of the lease; 

WHEREAS, part of the Illinois Counties Code, 55 IlL Comp. Stat. § 5/5-21001, 
authorizes Landlord to establish and maintain a county 1ll1fsing home, as well as to sell, dispose 
of or lease for any term, any part of the home properties in such manner and upon such terms as 
it deems best for the interest of Lake County; 

WHEREAS, Tenant submitted a proposal to lease the Facility and to construct a 
Replacement Facility suitable to house the existing residents itl a fully operational skilled nursing 
facility at the conclusion of the Term of this Agreement; 

WHEREAS, Landlord desires to lease the Facility to Tenant, to relinquish its mPH 
Facility license in favor of Tenant, and to have Tenant lease. manage and operate the Facility; 

WHEREAS, Tenant desires to lease, manage and operate the Facility; 

WHEREAS, Tenant desires to construct a Replacement Facility suitable to house the 
existing residents in a fully operational skilled nursing facility at the conclusion of the Term; 

WHEREAS, the parties hereto have agreed to the terms and conditions of this 
Agreement; 
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WHEREAS, contemporaneously with entering into this Agreement, the parties are 
entering into an operations transfer agreement (the "Operations Transfer Agreement") to 
facilitate the orderly transition of the operations of the Facility to Tenant; 

WHEREAS, this Agreement and the transactions contemplated herein were authorized 
by the County Board at its regular meeting on May 12, 2015; and 

NOW THEREFORE, in consideration of the promises and mutual agreements 
contained herein and for consideration received by the parties, the receipt and sufficiency of 
which is hereby acknowledged, the parties, intending to be legally bound, agree that the lise and 
occupancy of the Facility and constl1Jction of the Replacement Facility shall be subject to and in 
accordance with the telms, conditions and provisions of this Agreement as follows: 

ARTICLE 1 
·····.P.REAMBLESANDINTRODIJCTION. 

1.1 Incorporation of Recitals. The preceding recitals are hereby made a part of the 
contl'actual provisions of this Agreement to the same extent as if specifically set forth in full in 
this Article 1. 

1.2 Three Phases. By way of introduction, the parties agree that this Agreement shall 
be comprised of three essential phases, each having a distinct operating schedule and 
requirements for the Tenant. The actions to occur during each of the three phases are 
summarized below, and are fmiher described throughout this Agreement. Collectively, the 
actions contemplated by this Agreement to occur during each of the three phases are referred [0 

in this Agreement as the "Transaction." 

Pllase I: Interim Operation & Manflgemellt Under Lalldlord's License: 

Phase I shall commence as of the Effective Date (as defined in At1icIe 2). 
During Phase I, Tenant shall take all commercially reasonable actions 
necessary to secure all Healthcal'e Licenses and Approvals needed to 
operate the Facility. During the pendency of Tenant's receipt of the 
Healthcare Licenses and Approvals, Tenant shall assist Landlord (or 
Landlord's agent) by becoming the interim manager of the Facility. 
Tenant shall manage the provision of services at the Facility for the health, 
safety, nursing care, and welfare of an Facility residents in accordance 
with the Lake County Mission (as defined in Article 2), utilizing 
Landlord's existing nursing facility license issued by IDPH. 

During Phase I, Tenant shall work cooperatively with Landlord to assure a 
smooth transition to Phase II. Such transition shall include, but 110t be 
limiteq to, installation of systems and procedures by Tenant needed to 
operate and sustain operations, performing inventory of existing movable 
equipment and supplies, establishing cut-off procedures for accounts 
receivable and accounts payable, assembling a workforce, transferring 
applicable contractual obligations to Tenant and such other practices 
necessary for the transition of the Facility operation to Tenant. In addition, 
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Phase II: 

during Phase I, Tenant shall use its best efforts to meet the milestones set 
f0l1h and established in the Phase I Milestones, attached hereto and 
incorporated herein as Exhibit C. 

Phase I shall terminate upon Tenant's receipt of both: (a) the CHOW 
CON Approval (as defined in Section 1.3); and (b) the Bealthcare 
Licenses and Approvals (as defined in Article 2) to become the new 
licensee of Facility. Should Tenant not obtain the CHOW CON and 
Healthcare Licenses & Approvals for any reason, the pal1ies shall proceed 
as set forth in Section 1.3 of this Agreement. 

Operation & Management ulUler Tellant's New Licellse: 

Phase II shall commence upon Tenant's receipt of the HealthcareLicenses 
.. ·····snd-··Approvalsto·becomethe 'new Licensee of Facility: During'Plmse'U;'" . 

Tenant shall continue to provide for the health, safety, nursing care and 
welfat'e of all Facility residents, and shall be the sole operator of the 
Facility pursuant to the terms of this Agreement and pursuant to any and 
all applicable Legal Requirements, In additioll, during Phase II, Tenant 
shall diligently prepare and submit an application to obtain the 
Replacement Facility CON (as defined in Article 2). In addition, during 
Phase II, Tenant shall use its best efforts to meet the milestones set forth 
and established in the Phase II Milestones, attached hereto and 
incorporated herein as Exhibit D. 

Phase II shall terminate upon Tenant's receipt of both: (a) the 
Replacement Facility CON Approval (as defined in Section 1.4); and (b) 
the Healthcare Licenses and Approvals. Should Tenant not obtain the 
Replacement Facility CON for any reason, the parties shall proceed as set 
forth in Section 1.4 of this Agreement. 

Pilose III: Transfer to Replacement I:'acility: 

Phase III shall commence upon Tenant's receipt of both: (a) the 
Replacement Facility CON Approval; and (b) the Healthcare Licenses and 
Approvals. During Phase III, Tenant shall continue to provide for the 
health, safety, nursing care and welfare of aU Facility residents. Promptly 
following Tenant's receipt of the Replacement Facility CON Approval, 
Tenant shall diligently pursue cOl1stJuction of the Replacement Facility in 
accordance with the terms of the Replacement Facility CON Approval, 
followed by relocation of the residents. In addition, during Phase III, 
Tenant shall use its best efforts to meet the milestones set forth and 
established in the Phase III Milestones, attached hereto and incorporated 
herein as Exhibit E. 

Phase III shall terminate upon transfer of the last then current resident to 
the Replacement Facility, or to such other suitable location within Lake 
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County, in accordance with the laws, rules and regulations of the State of 
HHnois I'egarding the transfer of residents. 

1.3 Healthcal'c Licenses and Approvals. Notwithstanding anything to the contrary 
contained in this Agreement, it shall in all events and circumstances of any and every nature 
whatsoever be an express condition precedent to the commencement of Phase IJ that Tenant shall 
have received the Healthcare Licenses and Approvals, including, without limitation that the 
Illinois Health Facilities and Services Review Board or its successor regulatory agency 
("IHFSRB") grant its permission, approval and/or consent to the implementation of Phase II of 
the Transaction, and/or issue an exemption from the requirement of obtaining a Certificate of 
Need with respect to Phase II, or that it grant and/or issue said Celtificatc of Need pursuant to 77 
111. Admin. Code Sections] 130.110 at seq (colJectively, the "CHOW CON Approval"). 

In the event that Tenant fails to obtain the Healthcare Licenses and Approvals, 'including 
ifTH1<"SRB failS or refuses lograiit the 'CHOWCONApptoVal;any' actiomnakenbytheparties 
hereto with respect to Phase II of this Agreement shall immediately and forthwith be 
unwound/undone, and thereafter, this Agreement shall remain in effect with the parties 
continuing Phase I, and the parties shall cooperate to determine an appropriate course of action 
for moving forward. Landlord and Tenant shaH cooperate with one another in good faith with 
respect to the preparation and filing of the application(s) necess81Y to obtain the CHOW CON 
Approval, and the parties shall diligently pursue the approval of such application. 

1.4 Replacement Facility CON Approval. Notwithstanding anything to the contrary 
contained in this Agreement, it shall in all events and circumstances of any and every nature 
whatsoever be an express condition precedent to the commencement of Phase fII that the 
IHFSRB grant its permission, approval and/or consent to the implementation of Phase III of the 
Transaction, and/or issue an exemption from the requirement of obtaining a Certificate of Need, 
or that it grant and/or issue said Certificate of Need pursuant to 77 Ill. Admin. Code Sections 
1130.110 et seq. in conjunction with an approval of the discontinuation of the Facility pursuant 
to a Certificate of Need for Discontinuation (collectively, the "Replacement Facility CON 
Approval"). 

In the event that IHFSRB fails or refuses to grant the Replacement facility CON 
Approval, any actions taken by the parties hereto with respect to Phase III of this Agreement 
shaH immediately and f0l1hwith be unwound/undone, and thereafter, this Agreement shall 
remain in effect with the parties continuing Phase I or Phase II (as applicable), and the parties 
shall cooperate to determine an appropriate course of action for moving forward. Landlord and 
Tenant shall cooperate with one another in good faith with respect to the preparation and filing of 
the application(s) necessary to obtain the Replacement Facility CON Approval, and the parties 
shall diligently pursue the approval of such application. 

1.5 Operations Transfer Agreement. Notwithstanding anything to the contrary 
contained herein, it shan in all events be a condition precedent to the effectiveness and 
enforceability of this Agreement that the parties shall have entered into and executed the 
Operations Transfer Agreement, on terms acceptable to each of the parties hereto. 

4 

Attachment - 36 

-182-



AI~TICLE2 
DEFINITIONS 

For purposes of this Agreement, except as otherwise expressly provided or unless the 
context otherwise requires, (a) the capitalized terms used in this Agreement have the meanings 
assigned to them herein and include the plural as well as the singular, (b) all accounting terms 
not otherwise defined herein have the meanings assigned to them in accordance with Generally 
Accepted Accounting Principles ("GAAP") applicable at the time, (c) all references in this 
Agreement to designated "Articles," "Sections" and other subdivisions are to the designated 
Articles, Sections and other subdivisions of this Agreement, and Cd) the words "herein," and 
"hereunder" and other words of similar import refer to this Agreement as a whole and not to any 
pru1icular Articles, Section or other subdivisions. 

2.1 Business Day. Business Day means each Monday, Tuesday, Wednesday, 
ThutsdayandFriday which is not a day Oil which "rtatinnal banks in'the City 'of New York, New .... 
York, are authorized, or obligated by law or executive order to close. 

2.2 CHOW CON. The Change of Ownership ("Change of Ownership") Celtificate of 
Need ("CON") pennit or the CHOW Certificate of Exemption ("COE") from the requirement of 
obtaining a CON that is required under the Illinois Health Facilities Planning Act, 20 HI. Compo 
Stat. § 3960/1 et seq., and the rHFSRB rules, 77 Ill. Admin. Code Sections 1130.110 et seq. 

2.3 Contingency Amount. The amount sel forth on the Pro Forma to allow for items, 
conditions or events for which the occurrence or effect of is uncertain and will result in 
additional costs. 

2.4 Effective Date. The date upon which Phase I commences, which shall occur 
contemporaneously with satisfaction of each of the following: (a) the Agreement is approved by 
the County Board; and (b) the termination of the management agreement between Landlord and 
the exiting operator; and (c) Tenant has commenced its management of the Facility. 

2.5 Facility Operating Costs. All costs of operating the Facility identified as set forth 
on the Pro Forma, including, without limitation: (i) Taxes and Assessments; (ii) Rent; (iii) Start­
Up Capital; (iv) insurance; (v) all employee and employee related costs, including payroll, 
payroll taxes, and employee benefits, (vi) the Contingency Amount, and (vii) all other costs 
needed to operate and/or maintain the Facility in accordance with the terms of this Agreement 
and applicable Legal Requirements. Notwithstanding the foregoing, the Facility Operating Costs 
shall not include any costs/expenses associated with services provided by the Lake County 
Facilities Operations Staff at the Facility. 

2.6 Healthcare Licenses & Approvals. All licenses, approvals, certifications, 
demonstl'ation certifications or approvals, permits, exemptions or other regulatory approvals 
necessary or desirable to operate the Facility, including but not limited to: (i) those approvals 
required under the Nursing Home Care Act, 210 III. Compo Stat. 45/1-101 el seq. and all 
associated regulations and rules, incJuding without limitation the Skilled Nursing and 
Intel'mediate Care Facilities Code, 77 Ill. Admin Code Pm't 300, governing the IUinois 
Department of Public Health ("IDPH") oversight of skilled nursing facilities; (ii) the supportive 
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living facilities program under the Public Aid Code, 305 III. Comp Stat. 515~5.01a, governing the 
Illinois Depattment of Healthcare and Family Selvices ("IDH.~S") oversight of the program of 
supportive living facilities ("SLFs"), and all associated regulations and rules, including without 
limitation the Supportive Living Facilities Code, 89 Ill. Admin Code Sections l46.200, at seq.; 
(iii) the Illinois Health Facilities Planning Act, 20 Ill. Compo Stat. 3960, and the rules 
promulgated by the IHFSRB, 77 Ill. Admin. Code Parts 1100, 1120, t 125, t 130, 1140, 1180, 
1190, and 1250, including, without limitation, receipt of the CON CHOW Approval; 
(iv) requirements of the Centers for Medicare and Medicaid Services ("eMS") Rules, 42 C.F.R. 
Part 483, governing certification of skilled nursing facilities under Title XVIll of the Social 
Security Act and the Medicare Program, including without limitation, Tenant's receipt of a 
Medicare provider agreement and Medicare provider number; and (v) requirements of the 
IDHFS under the Medicaid Long Term Care Program in IJIinois for certification as a Medicaid 
provider under Title XIX of the Social Security Act, including without limitation, Tenant's 

.' r~ceipt of ~}\:1e.~~~aid P'::?Yi.d~r.a~~~~l.nent l:ln.d.~edicaidp~()"ider nll~l~r. ' 

2.7 Lake County Facilities Operations Staff. Individuals who are employed directly 
by the Landlord, but not by the operator of the Facility Qt. any other party, including Tenant. 

2.8 Lake County Mission. To provide needed health care services in long term care. 
This mission includes providing skilled nursing facility services, intermediate care services, and 
activities for the physical, mental, social and recreational needs for the wellbeing of the elderly 
citizens of Lake County in a setting that is compassionate, loving and a place to call home. 

2.9 Lake County Marketplace. The geographic boundaries of Lake County, Illinois, 
as shown on the map attached as Exhibit II. 

2.10 Landlord's Designated Representative. Landlord's COWlty Administrator or his 
designee, or such other individual or individuals as will be designated by Landlord. 

2.11 Legal Requirements. All federal, state, county, municipal and other governmental 
statutes, laws, rules, orders, regulations, ordinances, judgments, decrees and injunctions affecting 
either the Facility or the use thereof, including but not limited to Healthcare Licenses & 
Approvals, whether now or hereafter enacted and in force. 

2.12 Pro Forma. Tenant's estimated budget with respect to the costs of operating the 
Facility during the Term, as set forth 011 Exhibit B attached hereto and made part hereof. 

2.13 Progress Pavment(s). Funds payable to Tenant pursuant to Articl~ of this 
Agreement, in the amounts set forth on lines G45 ofthe Pro Forma. 

2.14 Replacement Facility CON. The CON permit necessary for Tenant to begin 
construction on a Replacement Facility that is required under the Illinois Health Facilities 
Planning Act, 20 III. Compo Stat. § 3960/1 et seq., and the IHFSRB rules. 77 Ill. Admin. Code 
Sections 1130.1 to et seq. 

2.15 Start~up Capital. The amount set fOl1h on lines G46 of the Pro Fonna set [olth in 
Exhibit B to be made available to Tenant for Tenant's start-up and initial management costs for 
the day-to-day operations of the Facility in accordance with the terms of this Agreement, to 
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provide Tenant necessary capital to take over the facility at the beginning of Phase I, to account 
for payment delays from the State, and to provide other important start-up costs to help maintain 
continuity of care for the health, safety and well-being of the ,'esidents. The Start-Up Capital 
shall be subject to repayment by Tenant as set forth in Section 6.3. 

2.16 State. The State of Illinois. 

2.17 Tenant's Designated Representative. Mike Filippo or his designee, or such other 
individual or individuals as may be designated by Tenant. 

2.18 Tenn. The period set forth in Article 4. 

ARTICLE 3 
DEMISED PREMISES AND FACILITY 

3,1 Demised Premises. Landlord, for and in consideration of the rents, and covenants 
and agreements hereinafter reserved, mentioned and contained on the part of Tenant, its 
successors and assigns, to be paid, kept and perfomled, does hereby lease unto Tenant the 
Facility for the Term, for use and operation as n 224 licensed bed skiHed nursing facility. The 
lease under this Agreement shall not include the nurse's house or any other ancillary part of the 
PI'emises on which the Facility sits. 

ARTICLE 4 
LEASE 

4.1 Tenn. The term of this Agreement shall commence upon the Effective Date, and 
shall continue for an initial term of three years (the "Initial Term"). If the three Phases ofthis 
Agreement have not been completed upon tlle expiration of the Initial Term, then Tenant shall 
request Landlord in writing for an extension of the Telnl of this Lease for additional month-to· 
month periods ("Month-to-Month Tenancy"), provided that Tenant's request sets forth with 
specificity a revised timeline for the completion of the Milestones set forth in the three Phases, 
and provided further that Landlord approves of said Milestone revisions (uny such periods, 
together with the Initial Term, are collectively referred to as the "Term"). Landlord staff will 
diligently work with Tenant and the Landlord to obtain Landlord approvals for reasonably 
requested modifications to the Term of this Agt'eement. Landlord approval of modifications to 
the Telnl shall not be unreasonably withheld. Prior to and during the possible Month-to~Month 
tenancy, the parties shall work together for the purpose of negotiating a new agreement ill good 
faith, if necessary. 

4.2 Rent. Commencing upon the Effective Date, Tenant shall pay to Landlord, or as 
Landlord shall direct, the amount of $40,000 as fixed monthly rental (the "Rent") for each 
month during the Term. After the expiration of the Initial Tem1. the Rent shall increase by 3% 
on a quarterly basis. such that rent in months 1-3 after the initial three-year Term would be 
$41,200 per month, months 446 would be $42,436 per month, etc. 

In the event the Effective Date shall be other than the first day of the month, Tenant shall 
pay to Landlord a pro rata portion of the Rent for such month. Unless otherwise notified in 
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writing by Landlord, aJl checks shall be made payable to Landlord and shalI be sent as directed 
by Landlord. 

4.3 Net Lease. This Agreement is and shaH be deemed and construed to be a net-net-
net lease and the Rent specified herein shall be net to Landlord in each year during the Term. 

TAXES AND ASSESSMENTS 

4.4 Taxes and Assessments. Tenant shall pay all real estate taxes and assessments 
("Taxes and Assessments") that arise during the term of this Agreement. All such Taxes and 
Assessments shall be a Facility Operating Cost. Nothing herein contained shaH require Tenant to 
pay income taxes assessed against Landlord, or capital levy, franchise, estate, succession, 
inheritance or transfer taxes of Landlord. Tenant shall have the right to contest the amount or 
validilY, in whole or in part, of any Taxes and Assessments by appropriate proceedings diligently 
conducted in good faith; but only after payment of such Taxes and Asscssmcnts; 'Unless such· 
payment would operate as a bar to such contest or interfere materially with the prosecution 
thereof, in which event, Tenant may postpone or defer such payment only if neither the Facility 
nor any part thereof would by reason of such postponement or deferment be in danger of being 
forfeited or lost. Upon the termination of any such proceedings, Tenant shall pay the amount of 
such Taxes and Assessments or pal1 thereof as finally determined in such proceedings, the 
payment of which may have been deferred during the prosecution of such proceedings, together 
with any costs, fees. interest, penalties or other liabilities in connection therewith, and such 
payment, at Tenant's request, shall be made by Landlord out of the amount deposited with 
respect to such Taxes and Assessments. In the event such amount is insufficient, the balance due 
shall be paid by Tenant. 

4.4.1 Landlord shall not be required to join in any proceedings referred to in 
Section 4.4 of this Agreement. unless the provisions of any law, lUle or regulation at the time in 
effect shall require that such proceedings be brought by and/or in the name of Landlord in which 
event Landlord shall join in such proceedings or permit the same to be brought in its name. 
Landlord shall not ultimately be subjected to any liability for the payment of any costs or 
expenses in connection with any such proceedings, and Tenant will indemnify and save harmless 
Landlord fTOm any such costs and expenses. 

4.4.2 If any income, profits or revenue tax shall be levied, assessed or imposed 
upon the income, profits or revenue arising from rents payable hereunder, partially or totally in 
lieu of or as a substitute for real estate taxes imposed upon the Facility, then Tenant shall be 
responsible for the payment of such tax. 

UTILITIES. MAINTENANCE AND REPAIRS 

4.5 Landlord Responsibilities. 

4.5.1 Landlord will be responsible for repairing and/or maintaining all major 
"Fixed Assets and Equipment." For purposes of this Agreement, "Fixed Assets and 
Equipment" shall be defined as building infrastructure, systems, and/or equipment which is 
built-in or permanently affixed to the Facility. Examples of Fixed Assets and Equipment, 
include, without limitation: the HVAC system, the fire suppression system. the fire alarm 
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system, the emergency generator, boilers, elevators, security system/door locks, roofing, Facility 
walls/foundation, electricalllighting systems replacement. and all building infrastructure or 
systems maintenance/repairs necessary to ensure compliance with applicable Life Safety Code 
requirements of the mPH and CMS. 

4.5.2 Tenant shall promptly notifY Landlord of the need to make any 
maintenance/repairs that are the responsibility of Landlord under Section 4.5.1 of this 
Agreement. III the event that Landlord fails to commence such maintenance/repairs that are the 
responsibility of Landlord within ten (l0) Business Days (01' such lesser period of time as may be 
required in the event such repairs must be made more quickly in order to ensure compliance with 
Legal Requirements) and/or Landlord fails to diligently pursue completion of the same, Tenant 
shall be entitled to make, at Landlord's cost and expense, and as mutually agreed by the parties, 
all such maintenance and repairs upon first receiving approval from Landlord, and Landlord shall 
compensate Tenant for the actual cost of such repairs/maintenance, plus an administrative fee of 

" ··· .. lO%:·eora 'Iessetperceiifage" if olher'wise'agaud to'byfhe pruties',' tor 'fenarifs·overnead costs 
with respect to such repairs/maintenance within ten (10) Business Days of Landlord's receipt of 
an invoice from Tenant for the cost of such repairs/maintenance. 

4.5.3 Landlord shall assign a member or members of its Lake County Facilities 
Operations Staff to the Facility, at Landlord's sole cost and expense. The assigned Lake County 
Facilities Operations Staff member or members shall be responsible for perfonning and/or 
contracting the repair and maintenance responsibilities of Landlord under this Section 4.5. 

4.5.4 Notwithstanding anything to the contrary that may be contained in this 
Agreement, under no circumstances shall any payment fi'om Landlord for utilities, maintenance 
or repairs, or any payment tied to the Pro Forma (other than the management fee set forth in line 
028 of the Pro Forma), be used by Tenant or paid to Tenant for the Replacement Facility or for 
predevelopment costs for the Replacement Facility. 

4.6 Tenant Responsibilities. 

4.6.1 Maintenance and repair of items other than those specified in Section 4.5 
shaH be the Tenant's responsibility, including, without limitation, maintenance of all "Movable 
Equipment" as defined below. For purposes of this Section 4.6, "Movable Equipment" shall be 
defined as equipment which can be moved and is 110t permanently attached/affixed to the 
Facility. Examples of Movable Equipment includes, without limitation, computers, ovens, 
lreezers, stoves, beds, lifts, furniture, wheelchairs, light bulbs, and chait'S. In addition, to the 
extent that any Movable Equipment is purchased by Tenant during the Term, Tenant shall be 
entitled to remove such Movable Equipment fi'om the Facility upon expiration of the Term. 

4.6.2 Tenant will also arrange for payment of Facility natural gas, electric, 
water, waste, medical waste, cable/satellite TV, internet, and telephone service costs, all of 
which shall be a Facility Operating Cost. Throughout the Term of this Agreement, Tenant, at its 
sole cost and expense, will keep and maintain, or cause to be kept and maintained, the Facility 
(including the grounds, sidewalks and curbs abutting the same) in good order and condition 
without waste and in a suitable state of repair at least comparable to that which existed 
immediately prior to the Effective Date (ordinary wear and teat· excepted), and will make or 
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cause to be made, subject to this Section 4.6, as and when the same shall become necessary, 
nOl1structural, exterior and interior, replacing, repairing and restoring necessary to that end. All 
replacing, repairing and restoring required of Tenant shall be in compliance with Legal 
Requirements. 

4.6.3 Tenant will also provide space at the Facility for the maintenance shop 
which contains tools and other equipment which shall remain the sole property of the Landlord. 
The maintenance shop shall be maintained by Landlord. 

4.7 Casualty. Beginning at the commencement of Phase II, when Tenant obtains its 
license to operate the Facility, in the event that any part of the Facility shall be damaged or 
destroyed by fire or other casualty (any such event being called a "Casualty"), Landlord shall 
have the option to either: (a) cause Tenant to promptly replace, repair and restore the same as 
nearly as possible to the condition it was in inmlediately prior to such Casualty, but only to the 

.... "exteritof TeMiU' savailablelrtsutaficepi'6ceeds (of,'ifinsUtal'weisUffllVitilable;tothecnvera'ge .... 
limit identified in the insurance that the Tenant was to have maintained under Exhibit G); 01' (b) 
cause Tenant to remit to Landlord the insurance proceeds payable to Tenant as a result of 
Tenant's available insurance proceeds for such Casualty (or, if insurance is unavailable, up to the 
amount identified in Exhibit G), provided, however, that such action is permissible under 
applicable Legal Requirements. After either such event, Tenant shall have the option to 
terminate this Agreement. Notwithstanding anything to the contrary in this Agreement, pursuant 
to the Lake County Surplus Policy, Tenant shall not have the right, at any time, to remove and 
dispose of any personal property on the Facility which may have become obsolete or unfit for 
use, or which is no longer useful in the operation of the Facility. 

4.8 Use of Premises. Tenant shall use the Premises for the following purpose and no 
other: operation of a skilled nursing facility operating under the name Winchester House. Tenant 
shall not use the name "Lake County," "County Facility," or "County of Lake" in referencing 
and marketing the Facility. Tenant shall utili7..e the same telephone number which shall remain 
the property of the Landlord. 

4.9 Tenant Covenants. Tenant hereby covenants as follows: 

(1) Tenant shall keep in good standing and in full force and effect all 
necessary Healthcare Licenses and Approvals; 

(2) During the Term of this Agreement, Tenant will deliver to Landlord 
within three (3) Business Days foHowing receipt thereof. copies of any and all notices of 
termination, revocation, suspension, receivership or mentorship from lDPH alleging a violation 
with a substandard quality of care determination, as defined by federal regulations (i.e., 
deficiencies under 483.13 or 483.25, form 2567; or any notice from IDHFS or eMS threatening 
disqualification of the Facility from pru1icipation in the Medicare or Medicaid programs). 
Tenant will deliver to Landlord within ten (10) Business Days after written request from 
Landlord, copies of all other notices, exit interviews, inspection reports and surveys and notices 
of administrative hearing and/or COUlt action from all stale, federal and local governmental 
bodies regarding the Facility. 
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INSURANCE 

4.1 0 Insurance. Tenant will obtain the insurance described in Exhibit G. On or before 
the Effective Date and annually thereafter, Tenant will provide Landlord with a Certificate of 
Insurance for such policies. Upon Landlord's reasonable request, Tenant will provide a full copy 
of each such insurance policy to Landlord. The costs of all insurance required to be calTicd by 
Tenant under this Agreement shall be a Facility Operating Cost in accordance with the Pro 
Forma. Tenant shall also cause to be issued and shall maintain during the Term of this 
Agreement: 

4.10.1 Fire, tornado and windstorm insurance with extended coverage 
endorsement on the Facility on the Illinois standard form with a responsible company or 
companies approved by Landlord, which approval will not be unreasonably withheld. Such 
insurance shall, at all times, be maintained (without any co-insurance clause, if possible) in an 
amount as· may ·bei·eqUited by any mongageeof the Facilityoi;a:bseiil sucnreqUifuriierit;inao" 
amount sufficient to prevent Landlord and Tenant from becoming co-insurers under applicable 
provisions of the insurance policies. Such insurance shall at all times be payable to Landlord and 
Tenant as their interests may appear. 

4.10.2 A public liability policy naming Landlord and Tenant, as insureds, and 
insuring them against claims for bodily injury, or property damage occurring upon, in or about 
the Facility, or in or upon the adjoining streets, sidewalks, passageways and areas, such 
insurance to afford protection to the limits of not less than $1,000,000 per each occurrence and 
$2,000,000 in the aggregate. 

4.10.3 Boiler explosion insurance, if required, in the amount of not less than 
$100,000, under the terms of which Landlord and Tenant will be indemnified, as their interests 
may appear, against any loss or damage which may result from any accident or casualty in 
connection with any boiler used in the Facility. whereby any person or persons may be injured or 
killed or property damaged in or about the Facility. 

4.11 Insurance Provisions. All policies of insurance to the extent applicable shall 
provide that: 

4.11.1 They are can·jed in favor of Landlord, Tenant and any mortgagee, as their 
respective interests may appear, and any loss shall be payable as therein provided, 
notwithstanding any act or negligence of Landlord 01' Tenant. which might otherwise result in 
forfeiture of insurance; and 

4. ] 1.2 They shaH not be canceled, tenninated, reduced or materially modified 
without at least twenty (20) days' prior written notice to Landlord. 

4.11.3 All Tenant insurance required under Section 4.10 shall be primary 
insurance in the event of any claim. 
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CONDITION OF PREMISES 

4.12 Condition. Tenant has examined and accepts the Premises in its present "as is" 
condition as suitable for the purposes foJ' which the same are leased as of the Effective Date. 

4.13 Alterations. All alterations, additions and improvements installed at the expense 
of Ten ant (except computer software) shall remain upon and be surrendered with the Premises as 
a part thereof upon Tenant vacating the Premises. Alterations, additions, and improvements to 
the Facility with a cost in excess of Five Thousand Dollars ($5,000.00) per instance may be 
made by Tenant upon written notice to and approval by Landlord. Notwithstanding the 
foregoing, Landlord notice shall not be required in the event that immediate alterations, additions 
or improvements to the Facility are necessary to ensure compliance with applicable Life Safety 
Code requirements, in which case Tenant shall have the option of immediately making such 
necessary alterations, additions andlor improvements, and the parties respective rights and 
obligations shall beasmserfortn tn' Section'45' Md' Section4;6~ 'Themakin!r'ofa:ltef'Jtiol1s~p, 
additions, and/or improvements to the Premises shall not commence until Tenant has fumished 
to Landlord n certificate of insUI'ance showing coverage in an amount satisfactory to Landlord 
which protects Landlord from liability for injury to any person and damage to any personal 
property, on or off the leased premises, in connection with the making of such alterations, 
additions, and improvements, 

4.14 Landlord's Right to Perform. Subject to Section 4.21, should Tenant fail to 
perform any of its covenants herein agreed to be performed, Landlord may, but shall not be 
required to, make such payment or perform such covenants, and aU sums so expended by 
Landlord thereon shall be reduced from the Progress Payments payable to Tenant, as applicable, 
under the telms of this Agreement, plus an administrative fee of 10% for Landlord's overhead 
costs with respect to performing such obligations. Perfonnance of and/or payment to discharge 
said Tenant's obligations shall be optional with Landlord and such performance and payment 
shall in no way constitute a waiver of, or a limitation upon, Landlord's other rights hereunder. 

4.15 Demolition. Tenant will not demolish the Facility or any portion thereof or allow 
it to be removed or demolished, in accordance with the Lake County Surplus Policy, without the 
prior written consent of Landlord. 

4.16 Compliance with Laws & Ordinances. Throughout the Tel111 of this Agreement, 
Tenant will use its best efforts to obey, observe and comply with all Legal Requirements. Tenant 
sballlikewise observe and comply with the requirements of all policies of public liability and fire 
insurance and all other policies of insUl'ance at any time in force with respect to the Facility. 

4.17 Discharge of Liens. Tenant shall promptly discharge any lien, encumbrance or 
charge levied on account of any mechanic's,laborer's or materialman's lien upon the Facility for 
work or materials or personal propelty furnished or supplied to, 01' claimed to have been supplied 
to or at the request ofTcnant, unless Tenant timely contests such lien 01' charge, 

4.18 Inspection & Occupancy of Premises by Landlord. At any time, Landlord or its 
authorized representative shall have the right to enter and inspect the Facility. Landlord agrees 
that lIpon entering and inspecting the Facility, Landlord will calise as little inconvenience to 
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Tenant and the residents and operations of the Facility as may reasonably be possible under the 
circumstances, and in no event shall Landlord violate the tenns of any resident agreement or 
other lease agreement at the Facility. 

4.19 Inspection of Accounts. Following any Event of Default hereunder which 
remains uncured after the expiration of any applicable cure period, Landlord shall have the right, 
upon fifteen (15) days prior written notice, to inspect and copy all of Tenant's books, records and 
financial data relating to the FaciHty including, without limitation, Tenant's quarterly accounts 
receivable and payable. Tenant shall provide Landlord copies of all licensure and certification 
surveys conducted at the Facility. 

4.20 Condemnation. If all of the Facility is taken by the exercise of the power of 
eminent domain, or sold under eminent domain proceedings, this Agreement shaH terminate as 
of the date possession is taken by the condemnor. If less than all of the Facility is taken by the 

" "exel'ci'S'e"' ofthe"poWel' -(Wenllnenrd6t11aifl6t" soltl-mrdeYeiniffefit (Jofiltfih'pt<Yc"eeaifigsa1itllf"suClr 
exercise affects the improvements located at the Facility, Landlord shall, with reasonable 
diligence, restore or rebuild to the extent reasonably practicable any improvements upon the 
Facility affected by the taking, but shall not be obligated to spend for such restoration any 
amount in excess of the amount awarded or paid to it by the condemnor for such purpose. In the 
event that all or less than all ofthe Facility is taken or sold, and this Agreement shall tenninate as 
provided herein, then Landlord shall be entitled to the entire award for the Facility and 
improvements thereof. Tenant shall be entitled to any award that it can prove for damage to its 
leasehold interest, provided that such award is separately allocated to lease by the condemning 
authorities and does not diminish or reduce the award to Landlord for the Facility and 
improvements. 

4.21 Reserved. 

DEFAULT 

4.22 Events of Default. 

4.22.1 The following acts or events shall be deemed to be an "Event of Default": 

(a) The failure of either party to pay when due, and as applicable, any 
sum or sums of money due or payable. other than Progress Payments withheld under the 
discretion of Landlord pursuant to the terms of this Agreement, by Landlord or Tenant under the 
provisions of this Agreement, when such failure shaH continue for a period of ten (10) days after 
written notice to such party; 

(b) Other than the failure to pay under Section 4.22.1(a), the failure of 
either party to perform, or the violation by either party of, any of the covenants, terms. conditions 
or provisions of this Agreement, if such failure or violation shall not be cured within thirty (30) 
days after notice thereof by the other party; provided, if within said thirty (30) days such party in 
good faith commences to correct such breach, and diligently proceeds therewith to completion, 
then such failure or violation shall not be considered an Event of Default. Notwithstanding 
anything to the contrary contained in this Agreement. either palty's willful failure to perform, or 
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gross misconduct in the performance of its duties hereunder shall be a non-curable Event of 
Default; 

(c) The making by either party or beneficiary of such party of an 
assignment for the benefit of creditors; 

Cd) The levying of a writ of execution or attachment on or against the 
property of either party utilized under this Agreement which is not discharged or stayed by 
action of such party contesting same, within ninety (90) days after such levy or attachment 
(provided if the stay is vacated or ended, this paragraph shall again apply); 

(e) If proceedings are instituted in a court of competent jurisdiction for 
the reorganization, liquidation or involuntary dissolution of either party or for its adjudication as 
a bankrupt or insolvent, or for the appointment of a receiver of the propelty of either party, or 

,. beneficiary-of-sl1ch-pat1y-and-said-proceedings---are~not-d ism-issed-and'-any-'l'eeeiver,--trusteeor -
liquidator appointed therein discharged within ninety (90) days after the institution of said 
proceedings; 

(f) The sale of the interest of either party in the Facility under 
execution or other legal process; 

(g) Tenant receives a final, non-appealable notice of license revocation 
fiUJ11 the IDPH; or 

(h) The occurrence of any of the Special Defaults (as defined in 
Section 4.24). 

In the event that any Event of Default under Section 4.22.1(3) or Section 4,22.1(b) is not 
cured within the applicable cure period, or in the event that any other Event of Default is not 
cured within thirty (30) days after notice thereof by the other patty; then such Event of Default 
shaH be deemed to be a "Default." 

REMEDIES UPON DEFAULT 

4.23 Remedies. 

4.23.1 The parties understand that the Facility constitutes the residence or home 
of each individual residing in it, and that any default or remedy must take into account an orderly 
transition that ensures the safety and wellbeing of the Facility's residents and public at large. In 
the event of any Default, the non-defaulting party may, if it so elects, forthwith terminate this 
Agreement. In the event of any material default on the part of Tenant, Landlord may, if it so 
elects, forthwith terminate this Agreement and Tenant's right to possession of the Facility, or, at 
the option of Landlord. terminate Tenant's right to possession of the Facility without terminating 
this Agreement. Upon any such termination of this Agreement, Tenant shall, in compliance with 
Legal Requirements. "Vacate the Facility't (and in the case of any Default occurring in Phase II 
Dr thereafter under this Agreement, "Vacate the Facility" shall mea.n the orderly transfer and 
transition of residents Qut of the Facility) in an orderly manner while ensuring the safety and 
wellbeing of the residents, and shal1 quietly and peaceably deliver possession thereof to 
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Landlord, and Tenant hereby grants to Landlord ful J and free license to enter into and upon the 
Facility in such event with or without process of law and to repossess the Facility as Landlord's 
former estate, sll~ject to compliance with Legal Requirements. In the event of any such 
termination of this Agreement, Landlord shall again have the right to the possession and 
enjoyment of the Facility to the extent as if this Agreement had not been made, as allowed by 
applicable law, and thereupon this Agreement and everything herein contained on the pa11 of 
Tenant to be done and performed shall cease and terminate. 

4.23.2 Notwithstanding anything to the contrary in this Agreement, in the event 
of Tenant's Default. Tenant shall be responsible for all costs and expenses associated with 
Vacating the Facility, including but not limited to the orderly transition of residents from Facility 
to a comparable licensed, skilled nursing facility. 

4.23.3 In the event that a Default occurs under Section 4.22.1(e) regarding a 
recei vership"by'a 'bankruptcy . court orthe-IDPH; 'the parties shaH cooperate 'with"respect'tothe"" 
management and transition of the operations of the Facility, and the defaulting party shall be 
responsible for any and all receivership fees, costs and expenses of the non-defaulting party 
a'isociated with said receivership, including but not limited to receiver fees, resident transfer fees, 
monitor fees, or other staffing fees in accordance with Legal Requirements. 

4.23.4 In the event that a Landlord Default occurs under Section 4.22.1(a) 01' 

Section 4.22.l(b) and Tenant elects to terminate this Agreement, Landlord shall reimburse 
Tenant for the actual amount of Tenant's Pre-Development Expenses incurred by Tenant as of 
the date of such termination. 

4.24 Use of Phone Number and Name. In the event of any Default on the part of 
Tenant. and Landlord elects to tenninate this Agreement, Landlord shall have the right to 
continue to utilize the telephone number and name used by Tenant. 

SPECIAL DEFAULTS 

4.25 Special Defaults. Upon the Effective Date, Tenant shall provide an irrevocable 
standby letter of credit in substantially similar form to the irrevocable standby lettel' of credit 
attached hereto and incorporated herein as Exhibit M, in an amount equal to Seven Hundred 
Thousand Dollars ($700,000) (the "Letter of Credit") to be used 1ur purposes of remedies to be 
paid to Landlord upon committing the acts or omissions listed in Sections 4.25.1 - Section 4.25.3 
below (the "Special Defaults") which cannot be adequately covered by compensatory damages. 
In addition to any other remedies provided in this Agreement. and not in lieu thereof, Landlord 
shaH have the option to draw upon the Letter of Credit upon the occurrence of any of the below 
listed Special Defaults. Notwithstanding the foregoing, Landlord shall not draw on or otherwise 
demand performance under the Letter of Credit unless and until there occurs a Special Default. 

4.25.1 Tenant has its certification to participate in the Medicare and Medicaid 
pl'Ograms revoked; provided that such suspension or revocation is not due to any action or 
inaction of Landlord; 
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4.25.2 If Tenant relinquishes the Facility to Landlord during the Term of the 
Agreement without adequately providing for the health, safety, or welfare of the residents ofthe 
Facility; or 

4.25,3 If Tenant fails to commence constmction by breaking ground and 
continuing thereafter with consistent progress toward the construction of the Replacement 
Facility within 24. months after receiving the Replacement Facility CON Approval, unless 
Landlord has otherwise granted Tenant an extension of such deadline, or Tenant is prevented 
from continuing construction due to acts beyond the reasonable control of Ten ant. 

4.26 Letter of Credit Draw Down. The parties agree herein, after consultation with 
their attorneys, that the Special Defaults are difficult to quantify in terms of money damages, and 
the parties agree that should any Special Default occur, that Landlord shall be entitled to demand 
performance under the Letter of Credit and the parties shaH hereby allow for release of such 

_·"cetter 'of-Credit"in ·the"amnunt-ofsuch--I:;etterof Credit" that exists . atthe'iime-of-Special"Default;-'" , ............. . 
The parties acknowledge that the amount of time, cost and expenses for Landlord to find a 
suitable tenant, licensee, and other regulatory approved operator for the Facility is 
unascertainable and unable to be quantified should Tenant commit the SpeciaJ Default at the 
expense of Landlord, Facility residents, and LC Residents. The parties understand that the 
Facility constitutes the residence or home of each individual residing therein, and such 
abandonment or failure to act or commit any of the terms of the Special Default is a serious issue 
warranting Landlord to draw upon the Letter of Credit to protect the Facility residents and LC 
Residents. 

4.26.1 Notwithstanding anything to the contrary contained in this Agreement, 
only after Tenant successfully completes Phase 1 and begins Phase II, the anlount of the Letter of 
Credit upon which Landlord is pennitted to draw on or othclwise demand performance under 
this Section 4.26 shall be reduced dollar for dollar upon Tenant's payment of the qualifying pre­
development expenses set f011h on Exhibit L (the "Pre~DcveJopment Expenses"), 

4.27 Cumulative Remedies of Landlord. The specific remedies to which Landlord may 
resort under the terms of this Lease are cumulative, except fOl' Rent payments after termination if 
this Agreement is terminated prior to the end of the Term, and are not intended to be exclusive of 
any other remedies Or means of redress to which Landlord may be lawfully entitled in case of 
any breach 01' threatened breach by Tenant of any provision or provisions of this Agreement. 
The failure of Landlord to insist, in anyone or more cases, upon the strict performance of any of 
the terms, covenants, conditions, provisions or agreements of this Agreement, or to exercise any 
option herein contained, shall not be construed as a waiver or relinquishment for the future of 
any such term, covenant, condition, provisions, agl'eement 01' option. Furthermore, the 
exhaustion of Landlord's right to draw on or othelwise demand performance undel' the Letter of 
Credit, or unavailability of Landlord to draw or otherwise demand performance under the Letter 
of Credit due to Tenant's commencement of construction of the Replacement Facility under 
Section 4.26 shall not preclude Landlord from pursuing other remedies, including compensatory 
damages, for any Defaults or Special Defaults under this Agreement. 
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INDEMNIFICATION 

4.28 Indemnification by Tenant. Tenant shall protect, indemnify and save harmless 
Landlord from and against any and all claims, demands and causes of action of any nature 
whatsoever (including reasonable attorneys' fees) (collectively, "Damages") for injury to or 
death of persons or loss of or damage to property, occurring in the Facility or upon any adjoining 
sidewalks, or ways, or in any manner growing out of or connected with the use and occupation of 
the Facility or the condition thereof, or the use of any existing or future sewer system, or the use 
of any adjoining sidewalks or ways during the Term of this Agreement. Tenant further agrees to 
protect, indemnify and save harmless Landlord from and against any suits, arbitration 
proceedings, administrative actions or investigations to the extent relating to the lease and use of 
the Premises during the Term of this Agreement (including any MedicaidlMedicare overpayment 
obligations for such periods). Tenant shall provide adequate proof of insurance coverage to 
Landlord with Landlord named as an addition:;tl insured, in amounts acceptable and approved by 

'Landlord pcf the parameters set lorthfiiExhibif"'G;',pri6f tollie'Eflective' nate 'or this 
Agreement, with all Tenant insurance being the primary insurance in the event of any claim. For 
the avoidance of doubt, Tenant's insurance coverage for workers compensation and employer 
liability insurance shall be primary in the event of any claim. Furthermore, Tenant shall 
maintain adequate Business Interruption Insurance which shall also be primary in the event of 
any claim. Should Tenant fail to keep such insurance coverages in effect, Tenant shall be 
deemed in breach of this Agreement. 

4.29 Indemnification by Landlord. Landlord shall protect, indemnify and save 
harmless Tenant from and against any and all Damages for injuIY to or death of persons or loss 
of or damage to property, occurring in the Facility or upon any adjoining sidewalks, or ways, or 
in any manner growing out of or connected with the use and occupation of the Facility or the 
condition thereof. or the use of any existing or future sewer system, or the use of any adjoining 
sidewalks or ways, to the extent any of the foregoing occurred or relates to the period of time 
prior to or after the expiration of the Tenn of this Agreement. Landlord further agrees to protect, 
indemnify and save harmless Tenant from and against aJly suits, arbitration proceedings, 
administrative actions or investigations to the extent relating to the ownership and use of the 
Premises on or before the Effective Date (including any Medicaid/Medicare overpayment 
obligations for such periods). In addition, Landlord further agrees to protect indemnify and save 
harmless Tenant from and against any and all Damages related to 01' arising out of any lawsuits, 
claims or other legal chaHellges concerning the validity or authority of LandJord to enter into and 
consummate the Transaction in accordance with the tenus of this Agreement. 

4.30 Financing. Tenant shall use its best efforts to obtain a written loan commitment 
for financing of the Transaction as soon as practicable during the Term. In the event that Tenant 
is unable to obtain such written loan commitment on terms reasonably acceptable to Tenant, 
Tenant shall promptly notify Landlord and the parties shall cooperate to determine an 
appropriate course of action for moving forward, 
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ARTICLES 
OBLIGATIONS OF TENANT 

5.1 Services. Tenant will provide the following management services in connection 
with the operation of the Facility. Services to be provided under this Agreement shall include 
extraordinary items such as facilities development and planning services. 

5.2 Administrator. Tenant will recruit, retain and provide an on-site, full-time 
administrator ("Administrator") for the Facility. Under Tenant's supervision, the Administrator 
will oversee on a day-to-day basis the Facility and execute policies governing the Facility's 
operation. The Administrator will be employed or engaged by Tenant, and the salary or wages 
and cost of benefits of such Administrator shall be a Facility Operating Cost. 

5.3 Personnel. Tenant will arrange for such staffing and employment as may be 
-----------'--·-----11eCeSSatyor'l'eqnil'ed·-for-the-"effi-cient-operation--ofthe-Tacility;--and--as--otiterwise-neeessary'to"'--",-'.---,'- ... ," 

meet the applicable Legal Requirements, and the salary or wages and cost of benefits of such 
personnel shall be a Facility Operating Cost. 

5.4 Certification. Licensure. Registration. Legal Requirements.Tenant will use its 
best effOIis to adhere to all applicable State and federal rules and regulations applicable to the 
Facility, including without limitation the provisions of the Nursing Home Care Act, 210 Ill. 
Compo Stat. 4511-101 et seq. and all associated regulations and rules, including without 
limitation the Skilled Nursing and Intermediate Care Facilities Code, 77 [II. Admin Code Part 
300, and will cooperate fully with all legitimate State and federal requests for inspections and 
information. Tenant will oversee the preparation by Facility personnel of all materials necessary 
and compliance with procedures necessary for Tenant to obtain, (a) certification of the Facility as 
a provider of services under Titles XVIII (Medicare) and XIX (Medicaid) of the Social Security 
Act and (b) State licensure and registration of the Facility as a long term care facility under all 
applicable Legal Requirements. Tenant will oversee completion by Facility personnel of all 
reasonable steps necessary to keep the Facility fully licensed atld registered by the State and duly 
accredited by applicable agencies and bodies. Tenant may engage legal counsel and accountants 
to accomplish the foregoing. Clinical Consulting, Staff Development, Progrrun Implementation. 
Tenant will be responsible for clinical policymaking and provide general clinical support, staff 
development and implementation of resident programs and operational efficiencies. 

5.6 Operational Policies. Tenant shall be responsible for the review of existing or 
development and impJementation of new policies and procedures to reasonably conform with all 
applicable Legal Requirements and then-current industry standards in the areas of budgeting, 
business office management, quality assurance, human resources, dietary and nursing. 

5.7 Reviews, Report'S and Board Meetings. Tenant will periodically review the 
resident care policies, documentation procedures and operational policies used at the Facility to 
determine if they reasonably conform to then-current industry standards and applicable Legal 
Requirements. Tenant shall track and monitor resident satisfaction in a manner consistent with 
Landlord's reasonable direction. Consistent with the requirements of Counties Code 55 IlL 
Compo Stat. § 5/5·21006, Tenant will provide monthly atld annuaJ written reports to the County 
Board or its designee setting forth its reviews of Facility operations and management to the 
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Landlord. The monthly and annual reports will include operations, management and financial 
updates for the Facility as compared to the Pro FOIma. The content of the monthly and annual 
repol1s will include a detailed Facility financial report, census, updates as to regulatory surveys 
of the Facility. and resident satisfaction surveys. The content of the annual repolt will also 
include an annual financial audit (the cost of which shall be a Facility Operating Cost), and shall 
further include information concerning resident activities, satisfaction, quality ratings, monthly 
census by payor type, Medicare/Medicaid cost reports, a detailed Facility financial repOlt, and a 
year-end financial report which will be submitted within one hundred twenty (120) days of the 
end of the Landlord's fiscal year. Tenant will meet with the Landlord at least once every two (2) 
months and will meet with the Landlord promptly upon the County Administrator's reasonable 
advance written request. Tenant will attend all reasonably requested County Board, or its 
designee, and any other Landlord meetings, upon receipt of reasonable advance written notice, 
which notice shall be not less than three (3) days. Tenant shall ensure, in accordance with 55 Ill. 

... gomR~. St<t!. § .. 5!5-fI9.o6, .. tha.t .J~~ f~c.ili~.i~~ al'!~_._records. _C>.f. t~~ Ea~i1itY_~~llJl be op(!n for 
inspection by the Landlord at all times. 

5.8 Intentionally Deleted. 

5.9 Capital Improvements. An annual capital expenditure reserve for the Tenant of 
Five Hundred Dollars ($500.00) per licensed bed shall be established in accordance with the 
tenns of the Pro Fonna. Tenant shall be responsible for determining the capital needs of the 
Facility, and shall communicate with and cooperate with Landlord in arranging for any necessary 
maintenance and repairs and/or capital improvements in accordance with Section 4.5 and 4.6. 
Any movable capital items procured during the Term shall be the property of the Tenant and it 
shall be the Tenant's responsibility to remove or dispose of items at the conclusion of this 
Agreement. 

5.10 Billing and Third-Party Reimbursement. Tenant will oversee the billing for goods 
and services provided by the Facility in accordance with the tenns of the Operations Transfer 
Agreement and in accordance with Legal Requirements. 

5.11 Resident Trust Accounts. Tenant will oversee management of resident trust 
accounts by Facility personnel in accordance with the tenns of the Operations Transfer 
Agreement and in accordance with Legal Requirements. 

5.12 Cooperation. The parties shall cooperate with one another in good faith with 
respect to the coordination of all administrative and legal matters related to the operation of the 
Facility, and with respect to the implementation and achievement of each of Phase I, Phase II, 
and Phase III and the respective Milestones, including, without limitation, preparation of the 
application necessary to obtain the CON CHOW Approval and Replacement Facility CON 
Approval. 

5.13 Legal Notices and Services to Residents. Tenant will provide legally required 
notice of this Agreement to residents of the Facility and to the State if required, but at all times 
upon prior approval of Landlord, which shall not be unreasonably withheld. Among other 
things, any notice will explain that Landlord continues to be the owner of the Facility and that 
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the licensed entity tor the provision of services to residents will change in accordance with 
Phase II implementation. 

5.14 Confidentiality of Facility Records. The parties to this Agreement recognize that 
the Landlord, as a public entity, is subject to laws such as the Illinois Freedom of Information 
Act and the Illinois Open Meetings Act, and that any attempt at providing confidentiality must 
conform with those laws. To the extent possible, the parties agree that the information, 
documents and instruments delivered to one party by another party or their respective agents and 
the information, documents and instruments delivered to a party by another party or their 
respective agents including this Agreement and all documents delivered hereunder are of a 
confidential and proprietary nature ('"Confidential Information"). Each of the parties agrees 
that both prior and subsequent to the Ternl of this Agreement, it will maintain the confidentiality 
of all such Confidential information delivered to it by the other party or its agents in connection 
with the negotiation of this Agreement or in compliance with the terms, conditions and 
covenii-nis""hereor'ancfonly-a'isClose sllchConfideiltia"'Iilformafiori: daeurijerils aridirisfriifuenfsfo 
its duly authorized officers, directors, representatives and agents unless (i) compelled to disclose 
by judicial or administrative process (including in connection with obtaining the necessary 
approvals of this Agreement and the transactions contemplated hereby) or by other requirements 
of law or (ii) disclosed in an action or proceeding brought by a party in pursuit of its rights or in 
the exercise of its remedies hereunder; provided, however, that the parties hereto shall not 
disclose any Confidential Information not required to be disclosed as part of such permitted 
disclosure, or (iii) is public information or (iv) has become public through no fault of the 
disclosing party. Each of the parties hereto further agrees that if the Transaction is not 
consummated, it will return aU such documents and instruments and all copies thereof in its 
possession to the other Party to this Agreement. Except as required by Legal Requirements. each 
of the parties hereto agree that any release to the public with respect to the matters set forth 
herein will be made only in the form and manner approved by the parties and their respective 
counsel. Each of the parties recognizes that any breach of this Section would result in 
irt'epamble harm to the other Party and that therefore either Tenant or Landlord shall be entitled 
to an injunction to prohibit any such breach or anticipated breach, without the necessity of 
posting a bond, cash or otherwise, in addition to all of their other legal and equitable remedies. 
Nothing in this Section, however, shall prohibit the use of such Confidential Information for such 
governmental filings as in the mutual opinion of Landlord's counsel and Tenant's counsel are: 
(i) requiTed by Legal Requirements, or (ii) otherwise appropriate. 

In accordance with Legal Requirements, including but not limited to the .Health Insurance 
Portability and Accountability Act of 1996 ("HIPAA") and its attendant rules and regulations, as 
anlended by the Health Information Technology tor Education and Clinical Health Act 
("HlTECH Act") and the HITECH Act Final Rule, and as otherwise may be amended, Tenant 
will compJy with Legal Requirements concerning confidentiality of health information of 
residents at the Facility, and will enter into and wilJ cause any other person 01' entity required to 
do so under the Legal Requirements to enter into a Business Associate Agreement 011 terms and 
conditions mutually acceptable to the parties to such agreements. Additionally, the parties shall 
entcr into a Business Associate Agreement, attached hereto and incorporated herein as 
Exhibit F, the final form of which will be agreed upon on or before the Effective Date. 
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5.15 Contracts, SUR,Plies and Equipment. Tenant shall purchase such supplies and 11011-

capital equipment necessary and appropriate for the operation of the Facility in accordance with 
the terms of the Pro Forma. Tenant shall inform Landlord of the contracts it wishes to continue 
or telminate, as the case may be, in accordance with the Operations Transfer Agreement 

5.16 Ancillary Services. Tenant will either provide or arrange for the provision of 
ancillary services not covered by this Agreement to the Facility as needed, including without 
limitation marketing and promotion, training, construction, and care-related consultants, which 
may include nurse consultants, dietary consultants, therapy health nurses, physician/medical 
director, and activities, social services and religious consultants. 

5.17 Dietary Selvices. Tenant shall manage the dietary department of the Facility at 
Tenant's direction . 

.... --.-... - ............. ·S·.18·-Marketing··and-eustomer·Retatiol1·s~ "·-Tenanrwilt-oversee-th·c"·devetopmenrantl···_··_······--·,,· 
implementation of marketing and customer relations programs for the Facility, in consultation 
with established groups representing Facility constituencies, such as family, residents and care 
providers. 

5.19 Advisory Support. At no cost to Landlord, Tenant will provide timely assistance 
to Landlord with respect to reasonable requests for graphs, market analysis, business plans, 
program planning, and analysis charts and information assimilation relating to the Facility. 

5.20 Occupancy. Tenant will use commercially reasonable eff0l1s to achieve and 
maintain Landlord's historical census and payor mix with respect to Facility occupancy, subject 
to compliance with applicable Legal Requirements concerning discrimination based on payor 
type: and as needed to meet the financial performance set forth in Tenant's pro forma estimates 
in Exhibit B. Nothing in this Agreement affects the powers of the Landlord contained in 55 Ill. 
Compo Stat. §§ 5/5-21009 and 5/5-21010, which are powers Landlord maintains, to the extent 
those Landlord powers do not conflict with the Service Covenant set forth in Section 6.5. 

5.21 Tenant's Designated Representative. For any situation in which pursuant to the 
terms of this Agreement, Tenant is required or permitted to take any action, give any report or 
make any request to or of Landlord, Tenant will act by and through Tenant's Designated 
Representative. 

5.22 Pl'imru:y Goals & Quality Care. The pnlllal'y goals of Tenant under this 
Agreement shaH be to: 

(a) at all times acknowledge and implement, through the oversight of the 
Landlord, the Lake County Mission; 

(b) provide an accurate and objective reporting and approval channel fm' the 
Facility to the Landlord; and 

(c) maintain and strive to continually improve the operations of the Facility 
to: 
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(i) Provide quality nursing and rehabilitation services for the benefit 
of the community; 

(ii) Maintain programs to promote the effective utili711tion of Facility's 
services; 

(iii) Maintain the current public image for the Facility; 

(iv) Maintain quality and proper staffing of the Facility; 

(v) Operate the Facility on a sound financial basis; 

(vi) Institute sound financial accounting systems and internal fiscal 
controls through effective budgeting procedures, all in accordance with GAAP, with accounting 

. perfonn~onanaccrua~.basis; ..... . ........... ~'"-.- ... -.-.. - __ ..". 

(vii) Provide sound operating and billing procedures; 

(viii) . Control the cash position of the Facility through sound collection 
methods; 

(ix) Take such other steps as are necessary to provide quality care to all 
residents of the Facility; and 

(x) Adhere to and fully cooperate with all applicable Legal 
Requirements. 

5.23 Offer of Beds to Current Residents in the Replacement Facility. Prior to the 
transfer of residents from Facility to the Replacement Facility at the end of the Term of this 
Agreement, Tenant shall first ofTer all then current residents of Facility admission to the 
Replacement Facility and Tenant shall make all reasonable efforts to maintain that bed for those 
current residents of Facility that choose to be admitted to the Replacement Facility. The Tenant 
obligation under this Section 5.23 shall survive the termination of this Agreement. 

ARTICLE 6 
PAYMENTS 

6.1 Payments. Landlord shall make Progress Payments and Start-Up Capital 
Payments to Tenant for the Term of this Lease in accordance with the provisions of this Article 
and the Pro Forma. Landlord shall be permitted to withhold Progress Payments in accordance 
with the provisions of Section 6.2 of this Agreement. Notwithstanding the foregoing, Landlord's 
obligation to make the Start-Up Capital Payments shall be unconditional, provided that Tenant 
submits written invoices to Landlord at least thirty (30) days in advance for each monthly Start­
Up Capital Payment. Each such Start· Up Capital Payment shall be paid by Landlord to Tenant in 
the amollnt set forth on the Pro Forma, at least ten (10) Business Days prior to the first day of 
each such month, provided that Tenant submits written invoices timely in accordance with this 
Section 6.1. 
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6.2 Amount and Conditions for Progress Payments: 

6.2.1 Landlord shall make the Progress Payments to Tenant on a monthly basis, 
beginning on the Effective Date, in the amounts set forth for each respective month on line 045 
of the Pro forma. Provided that Tenant submits written invoices to Landlord at least thirty (30) 
days in advance for each monthly Progress Payment, Progress Payments shall be paid by 
Landlord to Tenant accordingly. Progress Payments shall be paid by Landlord to Tenant at least 
ten (10) Business Days prior to the first day of the respective month to which such payment 
relates, provided that Tenant submits written invoices timely in accordance with this Section 6.2. 
The parties understand that Progress Payments are expressly conditioned on Tenant meeting the 
milestones set forth in Exhibits C, D, and E (individually, a "Milestone" and collectively, the 
"Milestones"). Should Tenant fail to satisfy any Milestone, Landlord shall be permitted, in its 
discretion, to withhold the Progress Payment for such month, along with Progress Payments for 
subsequent months, until such time as Tenant has completed the task/objective covered by such 
MIlestone.-- Notwithstaridlng- the foregoIng~ If Tenant"subsequently"completesihe"task/ol,j'ectlve"" . 
covered by a Milestone that was previously unsatisfied, Landlord shall not be permitted to 
withhold further Progress Payments. 

6.2.2 Landlord shall have no obligation to make Progress Payments: (a) beyond 
the Initial Term; or (b) in an amount greater than the aggregate amount of the Progress Payments 
set forth on the Pro Forma. Upon expiration of the Term, and within ten (10) calendar days 
following Tenant's delivery of the final annual financial report at the end of the Tcnn 
contemplated under Section 5.7 of this Agreement, Landlord and Tenant shall conduct a 
reconciliation (the "Reconciliation") with respect to the Progress Payments paid to Tenant by 
Landlord and the actual Facility Operating Expenses paid by Tenant in operating the Facility. If 
the Reconciliation indicates that the Progress Payments utilized by Tenant are less than the 
amounts estimated in the Pro Forma attached as Exhibit D, then such difference shall be referred 
to as the "Shared Savings", and such Shared. Savings shall be treated as follows: 

(a) Tenant shall be eligible to retain up to 50% of the Shared S~vings 
(the "Quality Incentive Payment"), subject to Tenant's satisfaction of the tollowing standards: 

(i) Provided that Tenant improves the overall star rating ofthe 
Facility by showing that the star rating for the last 24 months of this Agreement is on average a 
higher rating than when Tenant look over (Effective Date), and the star rating is higher than it 
was on the Effective Date when the tenant exits the building after successfully accomplishing 
Phase III, as such rating is published on http://medicare.gov/nursinghomecompare/search.html 
(or its successor entity/publication location), Tenant shall be entitled to retain 1/3 of the Quality 
Incentive Payment, with the remainder of the Shared Savings remitted back to Landlord; 

(ii) Provided that Tenant maintains an average resident 
satisfaction level equal to or greater than 3.75 out 5 on the Pinnacle Customer Satisfaction 
Surveys and the TeM employee surveys commencing on the Effective Date through the end of 
the Tenn, Tenant shall be entitled to retain 113 of the Quality Incentive Payment with the 
remainder of the Shared Savings remitted back to Landlord; and 
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(iii) Provided that Tenant achieves Shared Savings in its 
management and operation of the Facility commencing on the Effective Date through the end of 
the Term, Tenant shall be entitled to retain 113 of the Quality Incentive Paymcnt with the 
remainder of the Shared Savings remitted back to Landlord. 

(b) Any Quality Incentive Payment, if applicable, shall be retained by 
Tenant at the cnd of the Term of this Agreement. . Otherwise, any Shared Savings that does not 
constitute a Quality Incentive Payment shall be remitted back to Landlord. 

6.3 Start-Up Capital. 

6.3.1 Landlord shall make the Start-Up Capital Payments Lo Tenant on a 
monthly basis, beginning on the Effective Date of this Agreement, in the amounts set forth for 
each respective month on line G46 of the Pro Forma, provided that Tenant complies with the 

. requirem-cntsand-timcrrames-serfonh"inSection6:i .. 

6.3.2 Start-Up Capital, shall be repaid by Tenant to Landlord as follows: 50% of 
the amount of the Start-Up Capital shall be repaid within 90 days of the first to occur of the 
following, and the remaining 50% shall be repaid within 180 days of the first to occur of the 
following: (a) termination of Phase III; or (b) any other termination of this Agreement. 
Notwithstanding the foregoing, the aggregate amount of the Start-Up Capital which Tenant is 
obligated to repay shall be reduced, only by a maximum of$900,000.00, only if Tenant provides 
evidence to Landlord of the foJIowing, and only to the extent of any of the following: 

(a) any material decrease in Medicaid reimbursement tor services 
provided by Tenant to residents of the Facility, calculated by subtracting the aggregate Medicaid 
reimbursement received by Tenant from such payor during the Term from the aggregate 
Medicaid reimbursement that would have been received by Tenant from such payor if the 
respective Medicaid reimbursement raLe(s) remained consistent with the Medicaid 
reimbursement rate(s) effective as ofthe Effective Date throughout the Term; 

(b) any Damages incurred by Tenant that relate, directly or indirectly, 
to the union that is currently providing services at the Facility pursuant to the agreement with 
Exiting Operator, including, without limitation, pension obligations related to such union andlor 
any claim made by the union regarding outstanding payment obligations, back pay obligations, 01' 

other benefits owed by Exiting Operator; provided, however, that for purposes of this Section 
6.3.2(b), Damages shall not include Damages incurred by Tenant that relate, directly or 
indirectly to future union agreements or future union relationships with Tenant; 

(c) the aggregate amount by which the actual real estate taxes payable 
by Tenant exceeds the amount set forth on the Pro Forma for real estate taxes; 

(d) any Damages incurred by Tenant as a result of any Change in Law; 
or 

(e) any other Damages incurred by Tenant, which are mutually agreed 
upon by the parties, that relate to a material adverse event(s) not reasonably foreseeable by 
Tenant and not caused by any action 01' inaction of Tenant. 
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6.4 Changes in Law. Notwithstanding anything herein to the contrary, if during the 
Term hereof any Change in Law results in an Adverse Consequence (as sllch terms are defined in 
this Section 6.4), the parties agree to cooperate in making reasonable revisions to this Agreement 
and the Pro Forma in order to avoid and/or mitigate the effect of such Adverse Consequence. If 
the parties through good faith negotiations fail to agree to sllch revisions after thirty (30) days 
fo[Jowing written notice by either party to the other party requesting renegotiation, then this 
Agreement may be immediately terminated by either party upon written notice to the other party. 
In such event, the parties shall promptly proceed to unwind their relationship and place the other 
party in substantially the same position as such party was in prior to the Effective Date. During 
such unwinding, Tenant shall remain as manager of the Facility in accordance with Phasc I of 
this Agreement. 

As lIsed herein, "Change in Law" shall mean: (i) any new legislation or rulemaking 
enactcd by the federal or any state or local government; (ii) any governmental, judicial or 

. admriiTsfrafive··order~·aecree·or··dedsion-"ffiaf-would-arfecftne··nurSlngfiome ·i:i1alistry-·genemIIy···· 
and not sllch orders, decrees or decisions applying to the Facility itself as a result of actions or 
omissions of Tenant; or (iii) any interpretation of (i) or (U) above by a court of competent 
jurisdiction or by a formal written opinion issued by legal counsel to either party. As used 
herein, "Adverse Consequence" shall mean a Change in Law that prohibits, restricts, limits or 
otherwise affects either party's rights or obligations hereunder in a material manner or otherwise 
makes it desirable for the parties to restructure the relationship established hereunder because of 
materia11egal or financial consequences expected to result from such Change in Law. 

6.5 Service Covenant. Tn recognition of the role the Facility has played in caring for 
residents of Lake County, and with the intention of maintaining that level of commitment to 
Lake County residents and otherwise supporting the County's interest in Lake County residents 
receiving services, Tenant shall comply with the following covenant: 

6.5.1 In a simple m~jority of certain referrals to the Facility of prospective 
facility residents who are residents of Lake County ("LC Resident") by Referral Sources 
(defined below) which do not result in an admission because Tenant cannot satisfy the resident's 
needs (e.g., advanced psychotic, schizophrenic, or suicidal conditions), Tenant shall use 
commercially reasonable efforts to undertake the following actions ("Service Covenant"): 
Within five (5) Business Days of declining to admit such LC Resident, Tenant will either 
identify available services to meet the needs of the LC Resident or identify an alternative nursing 
facility located preferably within the Lake County Marketplace, offering the types of services 
required by the resident ("Alternate Placement"), and Tenant will identify the Alternate 
Placement to the Referral Source by providing written or verbal notice. For purposes of this 
Section 6.4, "Referral Source" means a referral source, other than other facilities, that has 
referred a LC Resident to the Facility tor admission, and the term "LC Resident" includes 
resident's decision-making proxy, where appropriate in a given context 

6.5.2 Limitations on the Service Covenant. 

(a) Tenant shall not -be obligated to admit to the Facility any LC 
Resident who requires or may foreseeably require any of the categories of services listed or is 
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otherwise described on Exhibit I ("Service Limitations") or whose needs may otherwise 
negatively affect then-current Facility residents. Such referrals are "Non-qualifying Referrals." 

(b) If Tenant has notified a RefelTal Source in writing of the Facility's 
Service Limitations, and the Referral Source makes a referral to the Facility of a LC Resident 
whose needs fall within or foreseeably may fall widlin the Service Limitations, then Tenant may 
but shall have no obligation to identify an Alternate Placement. and such Non-qualifying 
Referral shall not be included in the assessment of Tenanfs compliance with the Service 
Covenant. 

(c) The following circumstances shall not be included in the 
assessment of Tenant's compliance with the Service Covenant: 

(i) If Tenant is unable to admit a LC Resident due to 
""-".",',"",."""", "'insufficient'staffingat'the'Pacility;-ordiscontinuationurplanne<f-discontinuatiul1'ofll-category'of" "'''''''''-'''''''''' 

service, Tenant may, but shall not be obligated to identify an Alternate Placement. 

(ii) If Tenant is unable to admit a LC Resident due to damage 
to the Facility, construction, renovation, equipment failure or loss, or other structural or physical 
cause, Tenant may, but shall not be obligated to identify an Alternate Placement. 

(iii) Tenant shall not be obligated to identify an Alternate 
Placement for a LC Resident if none exists suitable for the LC Resident's needs within the Lake 
County Marketplace at the time of the referral to the Facility. 

6.5.3 Tenant Not i:! Referral Source. 

Under no circumstances shall Tenant be deemed to have made a referral in identifying an 
Alternate Placement. Landlord shall not take or support ilie position that Tenant has made a 
refclTal in identifying an Alternate Placement. 

6.5.4 Certification by Tenant. 

(a) At the end of each quarter beginning with the first three months 
after the Effective Date, and until the termination of this Agreement, Tenant shall cel1ify 
("Quarterly Certification") to the Landlord that it has or has not met the Service Covenant. 
The Quarterly Certification shaI1 provide cumulative information for the preceding quarters, 
ending in the applicable quarter to date. The Landlord shall meet within ten (l0) Business Days 
following delivery of each Quarterly Certification to the Landlord. Such delivery may be 
electronic, at Tenant's option. If for any quarter Tenant has not met the Service Covenant, the 
Landlord will notifY the Tenant. 

(b) Tenant shall deliver a cumulative annual ce11ification to the 
Landlord as to whether Tenant has met the Service Covenant ("Annual Certification"), based 
on an annual cycle starting on the Effective Date. The Annual Certification shall be delivered 
within 10 Business Days of the end of each annual cycle. Such delivery may be electronic, at 
Tenant's option. ' 
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(c) Both the Quarterly Certification and Annual Certification will 
identify (1) compliance with the Service Covenant by specifically setting forth those LC 
Residents referred by Reterral Sources who are not admitted to the Facility, and state the reason 
and list the Alternate Placement identified by Tenant; provided however, such information shall 
be provided to the Landlord in a manner that will not violate standards that protect health 
information and identities of such LC Residents, (2) actual census numbers for the Facility by 
payor type, and (3) progress reports with respect to compliance with the Phase I, II, and II 
Milestones with explanations and evidence of same that is reasonably satisfactory to Landlord. 

(d) An Alternate Placement notification by Tenant shall not be 
invalidated by (i) the refusal or failure of the Referral Source to communicate the Alternate 
Placement to the LC Resident, (ii) the refusal or failure of the Alternate Placement to accept the 
LC Resident, (iii) the failure or refusal of the LC Resident to become a resident of the Alternate 
Placement, (iv) efforts by the LC Resident or Alternate Placement to relocate or relocation of 
5uclTte'Residenrfottowiff!fa:dmfggt<nrm-:AtternatePI~nrefit;'-or{v)'refmm:l-of-ad-rnissiOllfothe-­

Alternate Placement based on facts concerning the LC Resident or the Alternate Placement not 
previously known to Tenant. 

6.5.5 Landlord's Remedies. If Tenant fails to meet the Service Covenant for 
any quarter, Tenant shall immediately submit a plan of correction to Landlord. In addition, 
Tenant shall pay to Landlord $500 per day for each day in which Tenant is in violation of the 
Service Covenant. If Tenant fails to meet the Service Covenant a second time while this 
Agreement is in effect, in addition to the $500 per day penalty set forth above, Landlord shall 
have the option of arranging for the administration of the Service Covenant by qualified experts 
chosen by Landlord, the cost of which shall be a Tenant expense, but which shall not be 
includable on the Pro Forma. 

6.5.6 Lender's Criteria. Landlord acknowledges that Tenant's and Tenant's 
lenders may impose financial performance covenants ("Criteria") on Tenant's operation of the 
Facility, that Tenant's ability to continue to operate the Facility and provide services to LC 
Residents in Lake County is conditioned on achieving such Criteria and on receiving timely 
Progress Payments under this Agreement; and that achieving the Criteria and/or making 
payments to Landlord undcr this Agreement may require Tenant to deviate from the Objective 
from time to time. In slIch event, together with any Quarterly or Annual Certification so effected, 
Tenant shall provide to Landlord financial information to demonstrate Tenant's need to deviate 
from the Objective, and identify what Criteria is implicated, and the Tenant shall be entitled to 
suspend the provisions of Section 6.2, at the reasonable discretion of the Landlord, without 
waiving Tenant's requirements to abide by the Objective throughout the Term of this Lease. If 
Landlord's non-payment of the Progress Payment would cause Tenant to fail to comply with the 
Criteria or be unable to make timely payments under the Lease, withholding of such Progress 
Payment and any previollsly withheld Progress Payments may be deferred by Landlord at 
Landlord's discretion. 
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ARTICLE 7 
REPRESENTATIONS AND WARRANTIES 

7.1 Landlord's Representations and Warranties. 

7.1.1 Organization and QuaJification; Authority; Binding Effect. 

(a) Landlord in an Illinois municipal corporation, duly formed, validly 
existing and in good standing under the laws of the State of Illinois, and has all requisite power 
and authority to own, lease, operate, and consummate the Transaction contemplated under this 
Agreement. Landlord is the sole owner of the Facility and holds good and clear title to the 
Facility and all of the related assets to be leased to Tenant under this Agreement. 

(b) Landlord has, and as of the Effective Date and at all times up to 
····,·,···.·,·and· .. i:nGluding·tel'minatien·:ef,,.·P·hase·lIIwwj.l!-·have;-·the,.ful·I·-aBdlmfest.J:'icted .. right;-pe~I"·"and···,· .. ,. .. , .............. . 

authority to execute, deliver and perform this Agreement and to consummate the Transactions 
and perform all obligations contemplated hereby and in all agreements, instruments and 
documents being or to be executed and delivered by it in connection with such transactions, 
including the Operations Transfer Agreement (collectively, the "Landlord Related 
Documents"). The execution and delivery of this Agreement and the Landlord Related 
Documents by Landlord, the performance of this Agreement and the Landlord Related 
Documents by Landlord, and the consummation of the Transaction contemplated hereby and 
thereby, have been duly authorized by Landlord and no other proceeding on the pali of Landlord 
is necessary to authorize this Agreement or the Landlord Related Documents or to consummate 
the Transaction contemplated hereby or thereby. This Agreement has been duly executed and 
delivered by Landlord and constitutes the valid and binding obligation of Landlord, enforceable 
against Landlord in accordance with its tenns. When each of the other Landlord Related 
Documents has been duly executed and delivered by Landlord, such Landlord Related 
Documents will constitute a legal and binding obligation of Landlord enforceable against it in 
accordance with its terms, except to the extent that enforcement may be limited by 01' subject to 
any bankruptcy, insolvency, reorganization, moratorium or similar law as is now or hereinafter in 
effect relating to creditors' rights generally. 

7.1.2 No' Conflict; Required Filings and Consents. 

(a) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a parly, Landlord's performance of this Agreement 
and the Landlord Related Documents to which it is a party, and the consummation of the 
Transaction contemplated hereby and thereby will not conflict with or violate or constitute, with 
or without notice 01' the lapse of time or both, a breach of 01' default under: (i) the goveming or 
charter documents of Landlord, (ii) any Legal Requirement, (iii) any contract to which Landlord 
is a party. or (iv) any other instrument to which Landlord is a party or by which Landlord may be 
bound or to which Landlord 01' any portion of the Facility is subject. 

(b) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a palty, Landlord's performance of this Agl"eement 
and the Landlord Related Documents to which it is a party, and the consummation of the 
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Transaction contemplated hereby and thereby will not with or without notice or the lapse of time 
or both, give to others any rights of termination, amendment, acceieration or cancellation of, or 
require payment under, or result in the creation of any lien or adversely affect the Facility. 

(c) The execution and delivery by Landlord of this Agreement and the 
Landlord Related Documents to which it is a party, Landlord's performance of this Agreement 
and the Landlord Related Documents to which it is a party, and the consummation of the 
Transaction contemplated hereby and thereby will not require Landlord to obtain any consents, 
authorizations, orders and approvals of, or to make any filing with or notification to, any 
governmental entity or any other person or entity, except with respect to the approval of the 
County Board. 

7.1.3 Compl iance with Laws. Landlord is, and has been, in material compliance 
with all Legal Requirements applicable to the Facility. Landlord has not received, and to 
Uiiial6'fd'nffiowfeage;""no ·olner-party·fiiHfrecewea,"any·wi'lfteifn6tice·aIIegintfiyoli.:coffipJiance" 
with any material Legal Requirements within the five year period preceding the Signing Date. 

7.1.4 Environmental Matters. Landlord has not received any notice of any 
violation or alleged violation of any Environmental Law, and Landlord and the Facility are in 
compliance with all Environmental Laws. Neither Landlord nor the Facility are subject to any 
outstanding or threatened Environmental Action. The Facility has not been used by Landlord or 
any other person for the generation, storage, manufacture, use, transportation, disposal or 
treatment of Hazardous Substances, except for medical waste in the ordinary course of operating 
the Facility. There has been no Hazardous Discharge on or from the Premises by Landlord, or, 
to Landlord's knowledge, by any other person or entity. As used in this Agreement, 

. "Environmental Law" means each and every applicable federal, state, local and foreign law, 
statute, ordinance, regulation, rule, judicial or administrative order or decree, permit, license, 
approval, authorization or similar requirement of each and every governmental entity and the 
common law, pertaining to the protection of human health, safety the environment, or natural 
resources, including, without limitation, the Comprehensive Environmental Response 
Compensation and Liability Act ("CERCLA"), 42 U.S.c. 9601, et seq., the Resource 
Conservation and Recovery Act ("RCRA"), 42 U.S.c. 6901, et seq., the Toxic Substances 
Control Act ("TSCA"), 15 U.S.C. 2601, el seq., the Water Pollution Control Act ("FWPCA"), 
33 U.S.C. 1251, et seq., the Occupational Safety and Health Act ("OSHA"), 42 U.S.c. 655, all 
as amended. As used in this Agreement, "Hazardous Discharge" shall mean any releasing, 
spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping, 
leaching, disposing or dumping of Hazardous Substances. As used in this Agreement, 
"Hazardous Substance" shall mean any substance, compound, chemical or element which is: 
(i) defined as a hazardous substance, hazardous materia!, toxic substance, hazardous waste, 
medical waste, pollutant or contaminant under any Environmental Law; (ii) a petroleum 
hydl'Ocarboll, including crude oil or any fraction thereot; (iii) asbestos in any form; or (iv) radon, 
mold, lead, or other toxic compounds or substances. As used in this Agreement, 
"Environmental Action" means any Actions and Proceedings under or by virtue of any 
Environmental Law or in connection with any Hazardous Discharge or Hazardous Substance. 

7.1.5 Full Disc1osure. No representation or warranty by Landlord in this 
Agreement contains any untrue statement of a material fact, or omits to state a material fact 
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necessary to make the representation or warranty contained therein, in light of the circumstances 
in which they are made. 

72 Tenant's Repre~entatjons an~ Warranties. 

7.2.1 Organization and Qualification; Authority; Binding Effect. 

(a) Tenant is a limited liabHity company, duly formed, validly existing 
and in good standing under the laws of the State of Illinois, and has all requisite power and 
authority to own, lease, operate, and consummate the Transaction contemplated under this 
Agreement. 

(b) Tenant has, and as of the Effective Date and at all times up to and 
including termination of Phase III will have, the full and um'estricted right, power and authority 

<-<.< •••• _ •••• - .. ·······to,execute;deliver8udperfofmthisAgfeel'flentand4oGonsummate:theTl'ansaet-ions-and--pel'fol'nl--
all obligations contemplated hereby and in all agreements, instruments and documents being 01' 

to be executed and delivered by it in connection with such transactions, including the Operations 
Transfer Agreement (collectively. the "Tenant Related Documents"). The execution and 
delivery of this Agreement and the Tenant Related Documents by Tenant, the pel'formance of 
this Agreement and the Tenant Related Documents by Tenant, and the consummation of the 
Transaction contemplated hereby and thereby, have been duly authorized by Tenant and no other 
proceeding on the part of Tenant is necessary to authorize this Agreement or the Tenant Related 
Documents or to consummate the Transaction contemplated hereby or thereby. This Agreement 
has been duly executed and delivered by Tenant and constitute...:; the valid and binding obligation 
of Tenant, enforceable against Tenant in accordance with its terms. When each of the other 
Tenant Related Documents has been duly executed and delivered by Tenant, such Tenant 
Related Documents wi1l constitute a legal and binding obligation of Tenant enforceable against it 
in accordance with its terms, except to the extent that enforcement may be limited by or subject 
to any bankruptcy. insolvency, reorganization. moratorium or similar Jaw as is now or hereinafter 
in effect relating to creditors' rights generally. 

7.2.2 No Conflict; Required Filings and Consents. 

(a) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party, Tenant's performance of this Agreement and 
the Tenant Related Documents to which it is a party, and the consummation of the Transaction 
contemplated hereby and thereby will not conflict with or violate or constitute, with or without 
notice oj' the lapse of time 01' both, a breach of or defauJt under: (i) the governing 01' charter 
doclUuents of Tenant, (ii) any Legal Requirement, (iii) any contract to which Tenant is a party, or 
(iv) any other instrument to which Tenant is a party 01' by which Tenant may be bound or to 
which Tenant is subject. 

(b) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party. Tenant's performance of this Agreement and 
the Tenant Related Documents to which it is a party, and the consummation of the Transaction 
contemplated hereby and thereby will not with or without notice or the lapse of time 01' both, 
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give to others any rights of termination. amendment, acceleration or cancellation ot: or require 
payment under, or result in the creation of any lien or adversely affect the Facility. 

(c) The execution and delivery by Tenant of this Agreement and the 
Tenant Related Documents to which it is a party • Tenant's performance of this Agreement and 
the Tenant Related Documents to which it is a party, and the consllmmation of the Transaction 
contemplated hereby and thereby will not require Tenant to obtain any consents, authorizations. 
orders and approvals of, or to make any filing with or notification to, any governmental entity or 
any other person or entity. 

7.2.3 Compliance with Laws. Tenant is, and has been, in material compliance 
with all Legal Requirements to allow Tenant to fulfill its obligations under this Agreement. 
Tenant has not received, and to Tenant's knowledge, no other party has received, any written 
notice alleging non-compliance with any material Legal Requirements, including but not limited 
toanYl~ndtngcOl'jfptianceactiofi(s)wtth fhelHFSRB.-

ARTICLES 
MISCELLANEOUS 

8.1 Quiet Enjoyment. Tenant, upon paying the Rent and all other charges herein 
provided, and for observing and keeping the covenants, agreements, terms and conditions of this 
Agreement on its part to be performed, shall lawfully and quietly hold, occupy and enjoy the 
Facility during the Term of this Agreement, and subject to its terms, without hindrance by 
Landlord or by any other person or persons claiming under Landlord. 

8.2 Notices. All notices, approvals or other communications that a party may desire 
or be required to give to another party under the terms of this Agreement shall be in writing and 
shall be deemed to have been properly given, served and received: (i) if delivered by messenger, 
when delivered; (ii) if mailed in the United States certified or registered mail, postage prepaid, 
return receipt requested, on the third (3 r<) postal delivery day after mailing; or (iii) if sent for next 
Business Day delivery by reputable, national next business day express carrier, freight prepaid, 

<fheriext business day after dispatch'to such carrier, addressed to such party as follows: 

/fto Tenant: 

With copies to: 

If to Lantllord: 

Transitional Care of Lake County, LLC 
6400 Shafer Court, Suite 600 
Rosemont, IL 60018 
Attention: Mike Filippo 

Benesch, Friedlander, Coplan & Aronoff LLP 
200 Public Square, Suile 2300 
Cleveland,OH 44114-2378 
Attention: Daniel J. O'Brien 

County of Lake 
18 N. County Street 9111 floor 
Waukegan, IL 60085 
Attn: County Administrator 
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Witlt copies to: 

Adllitional Copie ... 
To: 

County of Lake 
18 N. County Street 91h floor 

Waukegan, IL 60085 
Attn: Deputy of the Civil Division 

Duane Morris LLP 
190 South laSalle Street 
Suite 3700 
Chicago, IL 60603 
Attn: Nicholas J. Lynn 

8.3 Memorandum of Lease. Upon demand by either party, Landlord and Tenant 
, . ... agree 10 'execijte ana deliver it"" snort 'form Tease'Tli . reco'foi16IeTomfsoUiafthe same ma}i'be 

recorded by either party. 

8.4 Estoppel. Each party agrees that any time, and from time to time, upon not less 
than ten (10) days prior written request from the other party, to execute, acknowledge and deliver 
to the other party a statement in writing, certifying that this Agreement is unmodified and in full 
force and effect (or if there have been modifications, that the same is in full force and effect as 
modified, and stating the modifications), the dates to which the Rent has been paid, and whether 
any events have occurred which, with the giving of notice or the passage of time, or both, could 
or do constitute a Default hereunder. 

8.5 Fair Market Value. In determining the payments to be paid under this Agreement, 
including but not limited to the Progress Payments, the parties have agreed to the tair market 
value of the payments in light of the time, energies, training, experience and skills required, and 
experience and general economic conditions. The parties agree that the payments, including the 
Progress Payments set forth herein reflect fair market value and have not been determined by 
taking !.I1to acc()unt inllny way the volUme or value of any referrals or business generated 
between the pat1ies which is reimbursed under Medicare, Medicaid or any private health 
insurance, 

8.6 No Requirement to Refer. Nothing in this. Agreement shall constitute an 
agreement for refen'als or an agreement to offer or receive anything of value as an inducement 
for referrals. The terms of this Agreement are not dependent upon the amount or volume of 
referrals. Nothing in this Agreement is intended to be, nor will it be construed as, an oner, 
inducement or payment, whether directly or indirectly, overtly or covertly, for the referral of 
residents 01' patients, or for the recommending or arranging of the purchase, lease or order of any 
item or service. No referrals are required under this Agreement. 

8.7 Change in Legal Requirements. Upon either party's good faith determination, on 
the basis of events occurring subsequent to the date of this Agreement, that the Agreement fails 
to comply in a material way with any applicable Legal Requirements, the parties agree to take no 
action deemed to be in violation of such law and, after notice has been given, the parties shall 
promptly meet within a period of thirty (30) days and using good faith and due diligence shall 
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attempt to agree upon a new stmcture that will satisfy the business objectives of the Agreement 
and applicable Legal Requirements. Ir, by the end of the thirty (30) day period the parties have 
agreed upon a new structure, then the parties may amend this Agreement. 

8.8 Interpretation. All of the provisions of this Agreement shall be deemed and 
construed to be "conditions" and "covenants" as though the words specifically expressing or 
impo11ing covenants and conditions were used in each separate provision hereof. Any reference 
herein to the termination of this Agreement shall be deemed to include any termination thereof 
by expiration, or pursuant to Articles referring to earlier termination. All notlns and pronouns 
and any variations thereof shall be deemed to refer to the masculine, feminine, neuter, singular or 
plural as the identity of the person or persons, finn or firms, corporation or corporations, entity 
01' entities or any other thing or things may require. 

8.9 Headings. The headings and titles in this Agreement are inserted only as a matter 
of convenience andfof'l'efel'ence aI'ld in no way define,timitor desctibethc'scoJ5e ortntenrof 
this Agreement, nor in any way affect this Agreement. 

8.10 Entire Agreement. This Agreement contains the entire agreement between the 
parties, but arises from the Lake County REP dated July 23, 2014, (attached to this Agreement as 
Exhibit J), and approved by the Landlord on May 12, 2015, and a Transitional Care 
Management Proposal dated Angust 14,2014 (attached to this Agreement as Exhibit K. In the 
event of a conflict between these three documents, the order of precedence shall be (I) this 
Agreement; (2) the REP; (3) the Transitional Care & Management Proposal. No oral 
modifications to this Agreement shall be valid, but rather all modifications must be made in 
writing and signed by both parties. 

8.11 Assignment. Neitherpa11y shall be permitted to assign or sublet, whether by 
operation of law or otherwise, aU or any portion of this Agreement without the prior written 
consent of the other party. 

8.12 Force Majeure. Neither party shall be liable nor deemed to be in Default for any 
delay or failure in performance under this Agreement or other interruptiori of service· resulting, " 
directly or indirectly, from acts of God, acts of public enemy, war, accidents, fires, explosions, 
earthquakes, floods, failure of transportation, strikes or other work interruptions by either parties' 
employees, legislative changes or rulemakings, or any similar or dissimilar cause beyond the 
reasonable control of either party. 

8.13 Severability. If any term or provision of this Agreement shall to any extent be 
held invalid or unenforceable, the remaining terms and provisions of this Agreement shall not be 
affected thereby, but each term and provision shall be valid and be enforced to the fullest extent 
permitted by law. 

8.14 Survival. The provisions of Sections 4.28 and 4.29 of this Agreement shall 
survive the tennination ofthis Agreement for a period of one (1) year. 

8.15 Counterparts. This Agreement may be executed in any number of counterparts 
with the same effect as if the patties hereto had signed the same document. Signatures 
transmitted by facsimile or PDF shall have the same effect as original signatures. 
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8.16 Dates. If a party signs but fails to date a signature, the date that the other party 
receives the signing party's signature will be deemed to be the date that the signing party signed 
this agreement, and the other party may inscribe that date as the date associated with the signing 
party's signature. 

(SIGNATURE PAGE FOLLOWS ON NEXT PAGE) 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be signed 
by persons authorized to do so on behalf of each of them respecti vely the day and year just above 
written. 

DM215540662.9 

Landlord: 

COUNTY OF LAKE. an Illinois municipal 

CO~ / ,..----
By: :f3)~ 
ILs:'"~ 

Consented to ll,is day of MatI 
2015 - J 

Tenant: 

TRANSITIONAL CAR~ OF LAKE 
COUNTY, LLC. an Illinois Limited Liability 
Company 

By: ~~_~:::::=:::::;,:.L.~~~_ 
Its: ____ -1-:...:.:::..-"'-\-"'--"'=---_____ _ 
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Winchester House 
1125 North Milwaukee Avenue 
Libertyville, Illinois 60048 

EXHIBIT A 

PREMISES 

A-I 
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EXHIBITB 

TENANT'S PRO FORMA ESTIMATES FOR OPERATION OF FACILITY 

See attached. 
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EXHIBITC 

PHASE I MILESTONES 

Phase I shall commence as of the Effective Date. During Phase I, Tenant shaH take all 
commercially reasonable actions necessary to secure all Healthcare Licenses and Approvals 
needed to operate the Facility. During the pendency of Tenant's receipt of the Healthcare 
Licenses and Approvals, Tenant shall assist Landlord (or Landlord's agent) in Landlord's 
provision of services for the health, safety, nursing care, and welfare of all Facility residents. 
During this Phase I, Tenant shall work cooperatively with Landlord to assure a smooth transition 
to Phase II. Such transition shall include, but not be limited to, installation of systems and 
procedures needed to operate and sustain operations, performing inventory of existing movable 
equipment and supplies, establishing cut-off procedures for accounts receivable and accounts 

'-payable,3sscmbli nga wel'kfefce,-transferringapplieab lc·:oontractualebliglltiens-to Tenant -611&'" 

such other practices necessary for the transition ofthe Facility operation to Tenant. Phase I shall 
terminate upon Tenant's receipt of the Healthcare Licenses and Approvals. 

• Filing of CHOW CON Application within thirty (30) days of the Effective Date. 

• Filing of Application for Licensure ("Licensure Application") with IDPH within ten 
(10) days of receipt of the CHOW CON Approval. 

• Filing of documents for Medicare Certification fourteen (14) days after approval by 
IDPH of the Licensure Application. 

• Filing of documents fOf Medicaid Certification fourteen (14) days after approval by 
IDPH of the Licensure Application. 

C-l 
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EXHIBIT D 

PHASE II MILESTONES 

Phase II shall commence upon Tenant's receipt of the HeaIthcare Licenses and Approvals. 
During Phase II, Tenant shall continue to provide for the health, safety, nursing care and welfare 
of all Facility residents, and shall be the sole operator of the Facility pursuant to the terms of this 
Agreement and pursuant to any and all applicable Legal Requirements. In addition, during 
Phase II, Tenant shall diligently prepare and submit an application to obtain the Replacement 
Facility CON Approval. Phase n shall terminate upon Tenant's receipt of both: (a) the 
Replacement Facility CON Approval; and (b) the Healthcare Licenses and Approvals. 

(A) Contract to secure land for construction of Replacement Facility - ten (10) 
months from Effective Date. 

(B) Presentation of master design, architectural drawings, and master plan tor 
Replacement Facility to Landlord - nine (9) months from Effective Date. 

(C) Preparation by Tenant of CON for Replacement Facility and discontinuation 
CON, and presentation to Landlord of Replacement Facility CON and any 
discontinuation CON in DRAFT form - nine (9) months from Effective Date. 

(D) Preparation by Tenant of construction schedule and list of contractors for building 
of Replacement Facility; presentation of same to Landlord - sixteen (16) months 
from Effective Date. 

(E) Filing of Replacement Facility CON Application by Tenant for Replacement 
Facility (to be coordinated by Tenant with Landlord discontinuation of Landlord 
CON) with lHFSRB - ten (10) months from Effective Date. 
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EXHIBITE 

I>HASE III MILESTONES 

Phase III shall commence upon Tenant's receipt of both: (a) the Replacement Facility CON 
Approval; and (b) the Healthcare Licenses and Approvals. During Phase III, Tenant shall 
continue to provide for the health, safety, nursing care and welfare of aU Facility residents. 
Promptly following Tenant's receipt of the Replacement Facility CON Approval. Tenant shaH 
diligently pursue construction of the Replacement Facility in accordance with the terms of the 
Replacement Facility CON Approval, followed by relocation of the residents. Phase III shaH 
terminate upon transfer of the last then cunent resident to the Replacement Facility, in 
accordance with the laws, rules and regulations of the State of Illinois regarding the transfer of 
residents. 

(A) Tenant to begin construction of Replacement Facility project pursuant to 
Replacement Facility CON Approval - 24 months from Effective Date. 

(B) Filing of discontinuation of Facility CON with the IHFSRB 24 months from 
Effective Date. 

(C) Completion of construction and submission of Final Project Report by Tenant to 
IHFSRB - 36 months from Effective Date. 

(D) Filing of Facility Closure Plan, with input from IDPH that is gathered by Tenant, 
including details of transfer of residents to replacement facility; presentation of 
same to Landlord - 30 months from Effective Date. 

(E) Filing of Application for Licensure ("Licensure Application") for Replacement 
Facility with mPH 30 months from Effective Date. 

(f).. Tenant J() PrQyi.q~ to Li<lodlord a dr(ift Jmnsition ~nQcQmrot,lni(;~~ic:m plan Jor 
families and residents regarding transfer of residents into Replacement Facility -
30 months from Effective Date. 

E-l 
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EXHIBIT .' 

BUSINESS ASSOCIATE AGREEMENT 

See attached. 
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ICXHIBIT G 

INSURANCE COVERAGES 

[Inclllde reqllirements for insurance coverage for Tenant] 

See attached. 

G-l 
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EXHIBITH 

LAKE COUNTY MARKETPLACE 

See attached. 

B-1 
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EXHIBIT I 

SERVICE LIMITATIONS ON SERVICE COVENANT 

Assisted Living Services 

Hospital Services 

Mental Health Services 

[-I 
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See attached. 

EXHIBIT J 

RFP 

J-I 
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See attached. 

EXHIBITK 

TCM PROPOSAL 

K-I 
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See attached. 

EXHIBIT L 

PRE-DEVELOPMENT COSTS 
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EXHIBITM 

IRREVOCABLE STANDBY LETTER OF CREDIT 

ISSUING BANK: _______ [date] 
Letter of Credit No. _--:-_,---__ 
Letter of Credit Amount $700,000.00 

Issuing Bank Letter of Credit Reference No. ___ .. ____ ~ 

Confirming Bank Name: ________ _ 
Confirming Bank Address: _______ _ 
Account Party: .;;,;: ... ..;;... ;;;;.." -'--'-~...::';;;;;.;;....;-,--,----:..:,--=:::.:..c.:.;,;..;.;.' 

BENEFICIAR Y: 

County of Lake 

18 North County Street - 9th Floor 

Waukegan, IL 60085-4334 

Attn: County Administrator 

Ladies and Gentlemen: 

We hereby confirm the enclosed Irrevocable Letter of Credit No. and 
amendments thereto, if any, issued in favor of the Beneficiary by [insert 
name of issuing bank] for drawings up to the aggregate principal amount of $700,000.00, 
'effediveimmediafeIY. '-This-confirmati()n" isissued,'presenili5Ie' andpayabIeaf' 6iiroffice"aC'" 
_________ • and expires with our close of business on 
_______ [insel1 same expiration date as Letter of Credit]. The expiration date of this 
Letter of Credit shaH be automatically extended for successive one (1) year periods unless we 
notify the Beneficiary by certified mail or other receipted means of delivery sent to Beneficiary's 
above stated address sixty (60) or more calendar days before the then current expiration date. 
The expiration date is not subject to automatic extension beyond , and pending 
automatic extension shall be ineffective beyond that date. The expiration date shall also be 
extended in accordance with the terms of an amendment issued by Issuer to which Beneficiary 
consents and in accordance with ISP98 Rules on closure of the p1ace for presentation on the 
expiration date. 

We hereby undertake to fully and promptiy honor within three (3) business days any 
drawings made by Beneficiary hereunder and presented at our office specified above on or 
before the expiration date of this confirmation or any automatically extended expiration date 
which is made by a completed drawing celtificate in the form attached hereto as Attachment A. 

M-l 
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Except as expressly stated herein, our undertaking is not subject to any agreement, 
condition or qualification. The obligation of the undersigned under this confirmation is the 
individual obligation of the undersigned and is in no way contingent upon reimbursement with 
respect thereto. 

This Letter of Credit is transferable one or more times, in each instance to a single 
transferee and only in the full amount available to be drawn under the Letter of Credit at the time 
of such transfer. Any such transfer may be affected only through ourselves and only upon 
presentation to us at our above-specified office of a duly executed instrument of transfer in the 
format attached hereto as Attacbment B together with the original of this Letter of Credit. Any 
transfer of this Letter of Credit may not change the place of expiration of this Letter of Credit 
from our above-specified office. Each transfer shall be evidenced by our endorsement on the 
reverse of the original of this Letter of Credit, and we shall deliver the original of this Letter of 
Credit so endorsed to the transferee. 

The term "Beneficiary" as used in this Letter of Credit means the beneficiary named in 
this Letter of Credit and any person who SllCCeedS to substantially all of the rights of such 
beneficiary by operation of law or, in the event of a transfer of this Letter of Credit, the transfer 
beneficiary named in our advice of transfer of this Letter of Credit and any person who succeeds 
to substantially all of the rights of such transfer beneficiary by operation of law. 

This confirmation is issued subject to the International Standby Practices 1998 (hISP98") 
and the laws of the State of , and in the event of any conflict, the laws of the 
State of shall control. 

___________ [Issuer's name] 

By: 
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Section IX, Financial Feasibility 
Criterion 1120.130 - Financial Viability Waiver 

Attached at Attachment - 37 please find Lake County's bond rating from Moody's Investors Service (Aaa 
as of May 29, 2015) and Standard & Poor's Ratings Services (AAA as of June 1, 2015). Accordingly, 
Lake County qualifies for the Financial Viability Waiver. 

Attachment - 37 
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. MOODY'S 
INVESTORS SERVICE 

New Issue: Moody's assigns Aaa to Lake County, IL's $90M GO Bonds (Alt Rev.), 
Ser.2015A 

Global Credit Research - 29 May 2015 

Aaa applies to $193.5M of GO debt 

LAKE (COUNTY OF) IL 
Counties 
IL 

Moody's Rating 
ISSUE RATING 
General Obligation Bonds (Sales Tax Alternate Revenue Source), Series 2015A Aaa 

Sale Amount $90,000,000 

Expected Sale Date 06112115 

Rating Description General Obligation 

Moody's Outlook NOO 

NEW YORK, May 29, 2015 --Moody's Investors Service assigns a Aaa rating to lake County, IL's $90.0 million 
General Obligation Bonds (Sales Tax Alternate Revenue Source), Series 2015A. Moody's maintains the Aaa 
rating on the county's outstanding general obligation (GO) debt. Post-sale, the county will have $193.5 million of 
GO debt outstanding. 

SUMMARY RATING RATIONALE 

The Aaa rating incorporates the county's developed economic base with strong wealth levels; well-managed 
financial operations with healthy reserves that provide substantial flexibility despite planned reductions; and 
manageable debt burden with no immediate future borrowing plans. 

OUTLOOK 

Outlooks are usually not assigned to local government credits with this amount of debt outstanding. 

WHAT COULD MAKE THE RATING GO DOWN 

-Erosion of the county's tax base to levels below similarly rated entities 

·Substantial deterioration in Operating Fund reserves and liquidity 

STRENGTHS 

- Healthy Operating Fund reserves 

- Large tax base which continues to diversify 

-Above average socioeconomic profile 

CHALLENGES 

- Recent tax base valuation declines 

- Slow amortization period 
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RECENT DEVELOPMENTS 

Recent developments are incorporated in the Detailed Rating Rationale. 

DETAILED RATING RATIONALE 

ECONOMY AND TAX BASE: DEVELOPED BASE WITH STRONG WEALTH LEVELS; RECENT VALUATION 
DECLINES 

We expect the county's tax base will remain stable for the foreseeable future due to its favorable location and 
strong demographic profile. Located just north of Chicago (Ba1 negative), Lake County's historical growth was 
primarily driven by strong residential development and expanding commercial activity,coupled with a population 
that has almost tripled since 1950. The county now ranks as the third largest in the state with 703,462 in population 
as of the 2010 census, an increase of 9.2% since 2000. The tax base, currently valued at $68.0 billion, previously 
recorded robust growth on an annual basis. More recently. the broader impact of the national recession and 
declines in the real estate market has led to declines in valuation over the last six years. As a result, the county's 
tax base has declined at an average annual rate of 5.6% over the last five years. Going forward. management 
expects valuation to increase by approximately 4% in the current year due to stabilization within the real estate 
market and ongoing development. 

The county's favorable location, which borders Lake Michigan and is within close proximity to Chicago, has ample 
land available for development and access to rail and road transportation is expected to yield positive growth 
trends over the long-term. Residential development has moderated, though the diverse economy includes large 
private employers such as Abbott Laboratories (A2 stable) and Baxter International Inc. (Baa2 stable), two major 
health care products manufacturers, and the Great Lakes Naval Training Center, which employs 11,000 both 
civilian and military personnel. Six Flags Great America and Gurnee Mills Mall are also located in the county. The 
diversity of the economic base has yielded a March 2015 unemployment rate of 5.8% that is more modest than the 
state's rate of 6.3%, yet is slightly higher than the national rate of 5.6% for the same time period. Lake County is 
the state's second wealthiest county, and growth in per capita income has far outpaced the state. Resident wealth 
levels remain strong, with median family income of 143.9% of national levels, according to American Community 
Survey's 2008-2012 five year estimates. 

FINANCIAL OPERATIONS AND RESERVES: HEALTHY FUND BALANCES WITH BUDGETED DRAWS 
EXPECTED 

Despite sizable budgeted reductions of reserves. the county's finances are well-managed and are expected to 
remain healthy in accordance with formalized financial policies going forward. The county recorded four 
successive operating surpluses in fiscals 2010 through 2013. Management attributes the sizable increases in 
reserves to conservative budgeting practices, particularly in economically sensitive revenues, and close 
management of expenditures. Aside from year over year reductions in personnel headcount. the management has 
implemented health insurance, benefits (FICA and pension) and risk management adjustments that have 
generated nearly $20 million in expenditure savings compared to budgeted expectations between fiscals 2011 and 
2012. The General Fund maintained a reserve balance of $134.2 million, or a healthy 79% of revenues, at the 
conclusion of fiscal 2013. Audited results from fiscal 2014 reflect a $4.6 million reduction in General Fund 
reserves. The draw was capital driven, as evidenced by $21.7 million in capital outlay expended from the General 
Fund, a figure nearly twice as large as the amount financed from General Fund operations the previous year. The 
county's General Fund balance was $129.8 million, or 74.9% of revenues, at the conclusion of fiscal 2014. The 
county's fiscal 2014 available reserve balance across the operating funds (General, Debt Service, and Health 
Department Funds) was $157.3 million, or a very healthy 65.7% of operating fund revenues. 

While management conservatively budgeted revenues in fiscal 2015, management has budgeted for the drawing 
down of reserves by as much as $40 million of committed fund balance to finance a variety of capital needs. 
Management notes that the planned draw would reduce reserves that have been committed for various capital 
projects over a number of years, with the unassigned reserves remaining consistent with previous years ($43.7 
million in 2014). Despite the sizable reduction in reserves, management will continue to maintain reserves in 
accordance with its 15% of expenditures budgetary rainy day fund and 1.5 month of expenditure cash reserve. 
Together, these reserve funds represent approximately $85 million. 

liquidity 

The county's liquidity position is very strong with a General Fund cash position of$122.7 million, or a healthy 
70.8% of revenues at the close of fiscal 2014. 
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DEBT AND PENSIONS: MANAGEABLE DEBT BURDEN; SLOW AMORTIZATION 

The county's debt burden is likely to remain manageable due to continued tax base growth and limited future 
borrowing plans. The county's direct debt burden is 0.3% of estimated full value and easily affordable as past 
growth in the tax base has kept it manageable. Countywide population growth has been accompanied by 
substantial increases in debt from underlying jurisdictions. The overall debt burden, at 3.7%, is average and 
incorporates approximately $2.3 billion of overlapping debt from other local government units. All general obligation 
debt of the county is paid from alternate revenue sources, county sales tax receipts, which ease the burden on the 
general property tax levy. 

Debt Structure 

All of the county's outstanding debt is fixed rate. The payout of principal is slow, with 42.7% retired within ten 
years. 

Debt-Related Derivatives 

The county is not party to any swap agreements. 

Pensions and OPEB 

The county has a moderate employee pension burden, based on unfunded liabilities for its participation in two 
multiple-employer agent plans. Reported unfunded pension liabilities consist of $57.7 million for county's portion of 
the statewide Illinois Municipal Retirement Fund (lMRF) and $36 million for the statewide Illinois Sherriffs Law 
Enforcement Personnel Fund, as of December 31.2013. Together. these reported liabilities amount to $93.7 
million. . 

Moody's fiscal 2014 adjusted net pension liability (ANPL) for the county, under our methodology for adjusting 
reported pension data, is $253.2 million, or 1.0 times operating revenues. Moody's ANPL reflects certain 
adjustments we make to improve comparability of reported pension liabilities. The adjustments are not intended to 
replace county's reported liability information, but to improve comparability with other rated entities. 

MANAGEMENT AND GOVERNANCE: MODERATE INSTITUTIONAL FRAMEWORK 

Illinois counties have an institutional framework score of 'A' or moderate. Counties are primarily funded by property 
tax revenues, providing a relatively stable revenue source that offsets economically-sensitive sales tax revenues. 
With property taxes as its largest revenue source, Lake County is in line with most counties given its reliance on 
this largely predictable revenue source. Expenditures for Illinois counties, which are primarily criminal justice and 
jail functions, are predictable but difficult to reduce in light of state and federal mandates. 

KEY STATISTICS 

2015 Fu" Value: $68 billion 

Full Value Per Capita: $96,677 

Median Family Income as % of US: 143.9% 

Fund Balance as % of Revenues, Fiscal 2014: 62.2% 

5-Year Dollar Change in Fund Balance as % of Revenues: 28.2% 

Cash Balance as % of Revenues, Fiscal 2014: 59.2% 

5-Year Dollar Change in Cash Balance as % of Revenues: 2.7% 

Institutional Framework: A 

5-Year Average Operating Revenues I Operating Expenditures: 1.03x 

Net Direct Debt I Estimated Full Value: 0.3% 

Net Direct Debt I Operating Revenues: 0.8x 
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3-Year Average ANPL as % of Estimated Full Value: 0.4% 

3-Year Average ANPL / Operating Revenues: 1.2x 

OBLIGOR PROFILE 

Lake County encompasses approximately 447 square miles and is located in northeastern Illinois (A3 negative). 
The county is the third most populous county in the State of Illinois and had a population of 703,462 during the 
2010 census. 

LEGAL SECURITY 

The county's outstanding general obligation unlimited tax debt is ultimately secured by a property tax pledge that 
benefits from a dedicated property tax levy which is unlimited as to rate or amount. 

USE OF PROCEEDS 

Proceeds of the current offering will partially finance the acquisition, construction and equipping of a new courts 
building, the repair, rehabilitation, remodeling and equipping of the existing courts buildings and facilities, 
construction of a connecting tunnel between the new court building and the existing courthouse, and the 
construction and equipping of an addition to the existing juvenile justice center 

PRINCIPAL METHODOLOGY 

The principal methodology used in this rating was US Local Government General Obligation Debt published in 
January 2014. Please see the Credit Policy page on www.moodys.com for a copy of this methodology. 

REGULATORY DISCLOSURES 

FOr ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory 
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class 
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance 
with Moody's rating practices. For ratings issued on a support provider. this announcement provides certain 
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating 
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, 
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in 
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where 
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner 
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for 
the respective issuer on www.moodys.com. 

Regulatory disclosures contained in this press release apply to the credit rating and. if applicable, the related rating 
outlook or rating review. 

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal 
entity that has issued the rating. 

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for 
each credit rating. 
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Mark G. Lazarus 
Lead Analyst 
Public Finance Group 
Moody's Investors Service 

Genevieve Nolan 
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Public Finance Group 
Moody's Investors Service 
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Journalists: (212) 553-0376 
Research Clients: (212) 553-1653 

Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
USA 

MOODY'S 
INVESTORS SERVICE 

© 2015 Moody's Corporation, Moody's Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and 
affiliates (collectively, "MOODY'S"). A" rights reserved. 

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES 
("MIS") ARE MOODY'S CURRENT OPINIOI\lS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, 
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH 
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S 
CURRENT OPIN IONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, 
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY 
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY 
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE 
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO INCLUDE 
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR 
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S 
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT 
RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S 
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR 
INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH 
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS 
OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR 
PURCHASE, HOLDING, OR SALE. 

MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL 
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY'S CREDIT 
RATINGS OR MOODY'S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU 
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE 
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, 
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON 
WITHOUT MOODY'S PRIOR WRITTEN CONSENT. 

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. 
Because of the possibility of human or mechanical error as well as other factors, however, all information contained 
herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the 
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be 
reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process or in preparing 
the Moody's Publications. 

To the extent permitted by law. MOODY'S and its directors, officers, employees, agents, representatives, licensors 
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or 
damages whatsoever arising from or in connection with the infonnation contained herein or the use of or inability to 
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use any such information, even if MOODY'S or any of its directors. officers. employees, agents, representatives, 
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited 
to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial 
instrument is not the subject of a particular credit rating assigned by MOODY'S. 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors 
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity, 
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability 
that, for the avoidance of doubt, by law cannot be excluded) on the part of. or any contingency within or beyond the 
control of, MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, 
arising from or in connection with the information contained herein or the use of or inability to use any such 
information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER 
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANI\IER 
WHATSOEVER. 

Moody's Investors Service, Inc., a whOlly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), 
hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures. notes 
and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have, prior to assignment of 
any rating. agreed to pay to Moody's Investors Service, Inc. for appraisal and rating services rendered by it fees 
ranging from $1 ,SOO to approximately $2.500,000. MCO and MIS also maintain policies and procedures to address 
the independence of MIS's ratings and rating processes. Information regarding certain affiliations that may exist 
between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also 
publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at 
www.moodys.com under the heading "Investor Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy." 

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services 
license of MOODY'S affiliate, Moody's Investors Service Pty limited ABN 61 003399 657AFSL 336969 and/or 
Moody's Analytics Australia Pty Ltd ABN 94105 136972 AFSL 383569 (as applicable). This document is intended 
to be provided only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By 
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are 
accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you 
represent will directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of 
section 761G of the Corporations Act 2001. MOODY'S credit rating is an opinion as to the creditworthiness of a 
debt obligation of the issuer. not on the equity securities of the issuer or any form of security that is available to 
retail clients. It would be dangerous for "retail clients" to make any investment decision based on MOODY'S credit 
rating. If in doubt you should contact your financial or other professional adviser. 

For Japan only: MOODY'S Japan K.K. ("MJKK") is a wholly-owned credit rating agency subsidiary of MOODY'S 
Group Japan G.K., which is wholly-owned by Moody's Overseas Holdings Inc., a wholly-owned subsidiary of 
MCO. Moody's SF Japan K.K. ("MSFJ") is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a 
Nationally Recognized Statistical Rating Organization ("NRSRO"). Therefore, credit ratings assigned by MSFJ are 
Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, 
consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ 
are credit rating agencies registered with the Japan Financial Services Agency and their registration numbers are 
FSA Commissioner (Ratings) No.2 and 3 respectively. 

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and 
municipal bonds. debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as 
applicable) have, prior to assignment of any rating, agreed to pay to IVIJKK or MSFJ (as applicable) for appraisal 
and rating services rendered by it fees ranging from JPY200,OOO to approximately JPY350,OOO,OOO. 
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements. 
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Summary: 

Lake County, Illinois; General Obligation 
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Rationale 

Standard & Poor's Ratings Services assigned its 'AM' rating to Lake County, Ill.'s series 2015A general obligation (GO) 

sales tax alternate revenue source bonds, We also affirmed our 'AAA' rating on the county's outstanding GO bonds, 

The outlook is stable. 

The series 2015A GO bonds are alternate revenue source bonds secured by the county's revenues from sales tax 

revenues, and by unlimited ad valorem property taxes to the extent that pledged revenues are insufficient Under the 

bond resolution, the county is required to only abate the debt service levy to the extent that pledged revenues have 

been deposited into a debt service account. 

The rating reflects our assessment of the following factors for the county: 

• Strong economy, with access to a broad and diverse metropolitan statistical area (MSA); 
•. Strong management, with "good" financial policies; 
• Adequate budgetary performance, with operating results that we expect could improve in the near term relative to 

fiscal 2014, which closed with an operating deficit in the general fund and a slight operating deficit at the total 
governmental fund level; 

• Very strong budgetary flexibility, with an available fund balance in fiscal 2014 of 62% of operating expenditures; 
• Very strong liquidity, with total government available cash of 9 1.0% of total governmental fund expenditures and 

27.1x governmental debt service, and access to external liquidity we consider strong; 
• Strong debt and contingent liability position, with debt service carrying charges of 3.4% and net direct debt that is 

52.1 % of total governmental fund revenue; and 
• Strong institutional framework score. 

Strong economy 
We consider Lake County's economy strong. Lake County, with an estimated population of 709,204, is located in the 

Chicago-Naperville-Elgin. IL-IN-WI MSA. which we consider to be broad and diverse. The county has a projected per 

capita effective buying income of 140% of the U.S, level and per capita market value of $95.798. Overall, the county's 

market value fell by 1.4% over the past year to $67.9 billion in 2015. The county unemployment rate was 6.5% in 2014. 

Lake County is north of Chicago between Cook County and the Wisconsin state line. Lake Michigan forms the county's 

eastern boundary. Lake County is one of Chicago's "collar counties" and its economy benefits from being part of the 

broad and diverse Chicago MSA Due to the recent recession's effects on commercial and residential real estate values, 

the county's equalized assessed valuation (AV) shrank from levy years 2009 through 2014. However. the county 
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Summary: Lake County, Illinois; General Obligation 

believes this trend may reverse in levy year 2015. 

Strong manage.ment 
We view the county's management as strong, with "good" financial policies and practices under our Financial 

Management Assessment methodology, indicating financial practices exist in most areas, but that governance officials 

might not formalize or monitor all of them on a regular basis. 

We have revised our FMA to "good" from "strong". This reflects our assessment of the county's financial forecasts, 

which are mainly revenue-focused; capital plans which span multipJe years but it is the one-year plan that is published; 

a debt management policy that offers mainly qualitative guidelines for debt issuance but no quantitative guidelines 

beyond adhering to state statutory debt limits. Strengths include quarterly reports on budget-to-actual performance; 

revenue and expenditure assumptions based on, generally, fIVe years of historic data as well as external sources of 

information; an investment policy and monthly reporting on holdings; a formal fund balance policy that calls for 

reserves across the various operating funds being held in aggregate at 15% operating expenditures as well as 1.5 

months' cash flow and the maintenance of a risk reselVe to provide a cushion against claims and litigation. 

Adequate budgetary performance 
Lake County's budgetary performance is adequate in our opinion, with deficit results in the general fund of negative 

2.6% of expenditures, and slight deficit results across all governmental funds of negative 1.4% in fiscal 2014. Our 

assessment accounts for the fact that we expect budgetary results could improve from 2014 results in the near term. 

The county reported a roughly $4.4 million general fund deficit in fiscal year ended Nov. 3D, 2014. The 2014 budget 

reflected a different approach to how the county treats job vacancies. In the past, it budgeted assuming no job 

vacancies, but over the course of the year would generate surpluses due to some level of vacancies. They did not fully 

fund the vacancies in 2014, which narrowed their results, and also funded a capital project, leading to the deficit. The 

2015 general fund budget calls for a $1.3 million deficit after transfers, which is an improvement from the previous year 

and is also based on capital spending. The total governmental funds expenditures are adjusted to reflect spending of 

bond proceeds, but the end result still shows a $5.6 million deficit in fiscal 2014. We anticipate total governmental 

funds results in 2015 will resemble past performance. 

Many of the county's other governmental funds are involved in capital-related activities. funded with a combination of 

grants and tax revenue. Deficits in the total governmental funds are largely due to capital spending. One exception is 

with respect to the county's nursing home, Winchester House. The county plans to tum over management to a third 

party and eventually divest itself of the operation, which would to some extent lessen deficits. In 2014, the county 

reported a negative $2.6 million operating result in that fund. 

Very strong budgetary flexibility 
Lake County's budgetary flexibility is very strong, in our view, with an available fund balance in liscal 2014 of 62% of 

operating expenditures. or $110.1 million. We expect the available fund balance will remain above 30% of 

expenditures for the current and next fiscal years, which we view as a positive credit factor. 

The county's available fund balance at fiscal year-end 2014 consisted of $61.5 million in funds committed for future 

capital projects, $20 million aSSigned as a risk reserve for claims ouManding, and $43.7 million in unassigned reserves. 
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The county anticipates spending up to $35 million of overall cash to augment the 2015 bond proceeds to complete its 

various capital projects. Of this amount, $15 million may be spent out of the general fund committed amount 

sometime within the next three years and we have accounted for this in our calculation ofthe county's budgetary 

flexibility. The county anticipates it will maintain the unassigned portion of its general fund balance between $40 

million and $50 million, and it will maintain the $20 million assigned portion of its reserves in fiscal 2015. The 

committed amounts may change from year to year. depending on the timing of capital spending. 

Very strong liquidity 
In our opinion, Lake County's liquidity is very strong. with total government available cash of91.0% of total 

governmental fund expenditures and 27.1x governmental debt service in 2014. In our view, the county has strong 

access to external liquidity ifnecessary. 

We be1ieve the county's strong access to liquidity is supported by its regular issuance of GO and water and sewer debt. 

Strong debt and contingent liability profile 
In our view, Lake County's debt and contingent liability profile is strong. Total governmental fund debt service is 3.4% 

of total governmental fund expenditures, and net direct debt is 52.1% of total governmental fund revenue. 

Lake County's combined pension and other postemployment benefit (OPEB) contributions totaled 5.1% of total 

governmental fund expenditures in 2014. The county made its full annual required pension contribution in 2014. 

The L'Ounty's employees are covered by the multiempJoyer Illinois Municipal Retirement Fund (IMRF) regular and 

Sheriff Law Enforcement Personnel (SLEP) pension plans, both of which are defined-benefit plans. The county pays its 

full annual pension cost (APC) for both plans each year. It allows its retirees to buy into the active employees' health 

insurance system at their own expense and so has only an implied rate subsidy for its OPEBs. The IMRF plan is 84% 

funded, with an unfunded actuarial accrued liability (UAAL) of$57.7 mfilion. The SLEP plan is 48% funded with a $36 

million UAAL. 

Strong institutional framework 
The institutional framework score for Illinois nonhome-rule counties subject to the Property Tax Extension Limitation 

Law is strong. 

Outlook 

The stable outlook reflects our expectation that the rating will not change within a two-year horizon because we 

believe Lake County will take the steps necessary to maintain jts very strong financial flexibility and liquidity. We may 

lower the rating jf the county were to post significant deficits in a way that we believe materially compromises its very 

strong budgetary flexibility and liquidity. The county's participation in the deep and diverse Chicago MSA economy 

further supports the outlook. 
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Related Criteria And Research 

Related Criteria 
• USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013 
• USPF Criteria: Pinancial Management Assessment, June 27, 2006 
• USPF Criteria: Debt Statement Analysis, Aug. 22, 2006 
• USPF Criteria: Special Tax Bonds, June 13,2007 

• USPF Criteria: Methodology: Rating Approach To Obligations With Multiple Revenue Streams, Nov. 29,2011 
• Ratings Above The S~)Vereign: Corporate And Government Ratings-Methodology And Assumptions, Nov. 19, 2013 

Related Research 
• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency,'Sept. 12,2013 

• Institutional Framework Overview: JIIinois Local Governments 

Ratings Detail (As Of June 1,2015) , . " ' . ''': 

Complete ratings information is available to subscribers of RatingsDirect at www.g)oba1creditportal.com. All ratings 

affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use 

the Ratings search box located in the left column. 

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT Attachr'h~~r .1:s~015 5 

-239-
1(;01527 I 300002327 



CopyIight © 2015 Standard & Poor's Financial Services LLC, a part of McGraw Hill Financial. All rights reserved. 
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activities. As a result, certain business units of S&P may have infonnation that is not available to other S&P business units. S&P has established 
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S&P may receive compensation for its ratings and certain analyses, nonnally from issuers or Wlderwriters of securities or from obligors. S&P 
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Section X, Economic Feasibility Review Criteria 
Criterion 1120.140(a), Reasonableness of Financing Arrangements 

Attached at Attachment - 39A is a letter from Transitional Care of Lake County, LLC and County of Lake 
attached at Attachment - 39B attesting the total estimated project costs will be $1,236,960 funded 
through a lease with the County of Lake. 

Attachment - 39A 
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August 18,2015 

Kathryn Olson 
Chair 

Transitional Care of Lake County 

Illinois Health Facilities and Services Review Board 
525 West Jefferson Street, 2nd Floor 
Springfield, Illinois 62761 

Re: Reasonableness of Financing Arrangements 

Dear Chairwoman Olson: 

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of 
Civil Procedure, 735 ILCS 5/1-109 and pursuant to 77 Ill. Admin. Code § 1120.140(a) that the 
total estimated project costs and related costs will be funded in total with cash and cash 
equivalents. 

Sincerely, 

/d--/t( 
Brian Cloch 
Manager 
Transitional Care of Lake County, LLC 

Subscribed and sworn to me z:jdaYOf ~.~>£ 

~ck~ 

,2015 

Notary Public 

50862967.1 -242-
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NOTARY PUBLIC - STATE OF ILLINOIS 
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~~ LakeCounty 
~~ 

Kathryn Olson 
Chair 
Illinois Health Facilities and Services Review Board 
525 West Jefferson Street, 2nd Floor 
Springfield, Illinois 62761 

Re: Reasonableness of Financing Arrangements 

Dear Chairwoman Olson: 

County Board Office 

18 North County Street - 10th Floor 
Waukegan, Illinois 60085-4351 
Phone 847377 2300 
Fax 847 360 7322 
Web http://www.lakecountyil.gov 

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of 
Civil Procedure, 735 ILCS 5/1-109 and pursuant to 77 Ill. Admin. Code § I 120. 140(a) that the 
total estimated project costs and related costs with Transitional Care of Lake County, LLC will 
be funded in total with cash and cash equivalents. 

Sincerely, 

Subscribed and s~ me I 
This tt day of ~I ,2015 

"OFFICIAL SEAL' 
J R RICE 

M NOTARY PUBLIC, STATE OF ILUNOIS 
Y COMMISSION EXPIRES 01-22-18 

DM2\6063455.1 
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Section X, Economic Feasibility Review Criteria 
Criterion 1120.140(b), Conditions of Debt Financing 

A letter from Brian Cloch, Manager, Transitional Care of Lake County, LLC certifying the selected form of 
debt financing will be the lowest cost available is available is attached at Attachment - 39A. 

Attachment - 39B 
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Section X, Economic Feasibility Review Criteria 
Criterion 1120.310(c), Reasonableness of Prolect and Related Costs 

The Applicants propose a change in the operator of Winchester House. The proposed project involves 
no construction or modernization. Accordingly, this criterion is not applicable. 

Attachment - 39C 
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Section X, Economic Feasibility Review Criteria 
Criterion 1120.31D(d), Projected Operating Costs 

Operating Expenses: $13,021,417 

Resident Days: 58,972 

Operating Expense per Resident Days: $220.86 

50837528.3 
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Section X, Economic Feasibility Review Criteria 
Criterion 1120.310Ie), Total Effect of Project on Capital Costs 

Capital Costs: 
Depreciation: 
Amortization: 
Total Capital Costs: 

Resident Days 58,972 

$60,000 
$60,000 
$120,000 

Capital Costs per Patient Days: $2.03 

50837528.3 
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Section XI. Safety Net Impact Statement 

The Applicants propose a change of ownership of Winchester House. A change of operation constitutes 
a non-substantive project. Accordingly, this criterion is not applicable. 

Attachment 40 
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Section XII, Charity Care Information 

Winchester House as a county owned facility has no historical data on charity care. Thus, it cannot report 
charity care data. 

Attachment - 411 
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition 

After paginating the entire, completed application, indicate in the chart below, the page numbers for the 
attachments included as part of the project's application for permit: 

INDEX OF ATTACHMENTS 

ATTACHMENT 
NO. PAGES 

I 1 ApplicanVCoapplicant Identification including Certificate of Good 21-22 Standing 
2 Site Ownership 23-76 
3 Persons with 5 percent or greater interest in the licensee must be 77-78 

identified with the % of ownershiQ. i 

4 Organizational Relationships (Organizational Chart) Certificate of 79-80 Good Standing Etc. 
5 Flood Plain Requirements 81 
6 Historic Preservation Act Requirements 82 
7 Project and Sources of Funds Itemization 
8 Obligation Document jf required 
9 Cost Space Requirements 83 

10 Discontinuation 
11 BackQround of the Applicant 84-87 
12 Purpose of the Project 88-105 
13 Alternatives to the Project 106-108 
14 Size of the Project 
15 Proiect Service Utilization 
16 Unfinished or Shell Space 
17 Assurances for Unfinished/Shell Space 
18 Master Design Project 
19 Mergers, Consolidations and Acquisitions 109-173 

Service Specific: 
20 Medical Surgical Pediatrics, Obstetrics ICU 
21 Comprehensive Physical Rehabilitation 
22 Acute Mental Illness 
23 Neonatal Intensive Care 
24 Open Heart Surgery 
25 Cardiac Catheterization 
26 In-Center Hemodialysis 
27 Non-Hos~tal Based Ambulato~ Surgery 
28 Selected Organ Transplantation 
29 Kidne}' Transplantation 
30 Subacute Care Hospital Model 
31 Children's Community-Based Health Care Center 
32 Community-Based Residential Rehabilitation Center 
33 LonQ Term Acute Care Hospital 
34 Clinical Service Areas Other than Categories of Service 
35 Freestanding Emergency Center Medical Services 

Financial and Economic Feasibility: 
36 Availability of Funds 174-227 
37 Financial Waiver 228-240 
38 Financial Viability 
39 Economic Feasibility 241-247 
40 Safety Net Impact Statement 248 
41 Charity Care Information 249 

-250-


