(ACT) - ACTION NEEDED
(INF) - INFORMATION ONLY
(DIS) — DISCRETIONARY

JOINT MEETING OF THE CITY COUNCIL AND
BOARD OF HOSPITAL TRUSTEES OF THE CITY OF NEEDLES

TUESDAY, FEBRUARY 26, 2013 — 3:30 P.M. — SPECIAL MEETING
CITY COUNCIL CHAMBERS — 1111 BAILEY AVENUE, NEEDLES
AGENDA

Roll Call

Public Appearance - Persons wishing to address the Council and/or Board on subjects other than
those scheduled are requested to do so at this time. When addressing the Council and/or Board,
please come to the podium and give your name and address for the record. In order to conduct a
timely meeting, a three minute time limit per person has been established by Municipal Code Section
2-18. Amendments to the California Government Code Section 54950 prohibits the City Council
and/ or Board of Hospital Trustees from taking action on a specific item until it appears on the
agenda.

1)  Discussion and possible action to approve and enter into documents relating to the purchase,
management, lease and leaseback of Needles Municipal Hospital. The documents under
consideration include the following as well as any changes or amendments that may be

proposed thereto:

a) First Amendment to Asset Purchase Agreement
i) Board of Hospital Trustees Resolution No. 2-26-13 BHT (ACT)
ii) City Council Resolution No. 2013-7 (ACT)

Interim Lease Agreement

i) Board of Hospital Trustees Resolution No. 2-26-13-1 BHT (ACT)
ii) City Council Resolution No. 2013-8 (ACT)

Interim Management Agreement

i) Board of Hospital Trustees Resolution No. 2-26-13-2 BHT (ACT)
ii) City Council Resolution No. 2013-9 (ACT)

Interim Leaseback Agreement

i) Board of Hospital Trustees Resolution No. 2-26-13-3 BHT (ACT)
ii) City Council Resolution No. 2013-10 (ACT)




AGENDA
(Page Two)

2}  Adjournment (ACT)

Pursuant to California Government Code §54956, this special meeting is being called by Mayor
Edward Paget and Board President Terri Anderson

INTERNET ACCESS TO THE AGENDA AND STAFF REPORT MATERIAL ARE
AVAILABLE PRIOR TO MEETING AT http://www cityofneedles.com

Posted: February 22, 2013
SB 343 - DOCUMENTS RELATED TO OPEN SESSION AGENDAS - Any public record, relating

10 an open session agenda item, that is distributed within 72 hours prior to a meeting is available for
public inspection at the Needles Administrative Office, 817 Third Street, Needles, CA 92363.

In compliance with the American with Disabilities Act, if you need special assistance to participate
in this meeting, please contact Cheryl Sallis, Clerk of the Board, at (760) 326-2113 ext 315.
Notification 48 hours prior to the meeting will enable the City to make reasonable arrangements to
ensure accessibility to this meeting (28 CFR 35.102-104 ADA Title II)



CLEAN
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RESOLUTION NO. 2-26-13 BHT

A RESOLUTION OF THE BOARD OF HOSPITAL TRUSTEES
OF NEEDLES MUNICIPAL HOSPITAL APPROVING A FIRST
AMENDMENT TO ASSET PURCHASE AGREEMENT BY AND
BETWEEN THE CITY OF NEEDLES AND NEEDLES MUNICIPAL
HOSPITAL AKA COLORADO RIVER MEDICAL CENTER AND COMMUNITY
HEALTHCARE PARTNER, INC., A CALIFORNIA NONPROFIT CORPORATION

WHEREAS, the City of Needles, Needles Municipal Hospital aka Colorado River
Medical Center (“CRMC™), and Community Healthcare Partner, Inc. (“CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, included in the acquired assets to be transferred to CHP are approximately
2.34 acres of real property that was obtained by the City pursuant to a patent from the Bureau of
Land Management (“BLM™) which is subject to covenants, restrictions and BLM reversionary
and other rights and interest running with and otherwise affecting the BLM parcel; and

WHEREAS, in order to expedite an initial closing under the Asset Purchase Agreement,
the City, Needles Municipal Hospital, and CHP have agreed to (a) defer the sale of the real
property, and related closing actions, until BLM approval/clearance is obtained; (b) lease the real
property to CHP on an interim basis pending receipt of the BLM clearance; and (¢) conduct an
initial closing with respect to all personal property other than the real property.

NOW, THEREFORE, BE IT RESOLVED that the Board of Hospital Trustees of Needles
Municipal Hospital hereby approves a First Amendment to Asset Purchase Agreement by and
between the City of Needles and Needles Municipal Hospital aka Colorado River Medical
Center and Community Healthcare Partner, Inc. and authorizes and directs the President to sign
same for and on behalf of the Board of Hospital Trustees.

PASSED, APPROVED AND ADOPTED at a special joint meeting of the Board of
Hospital Trustees of Needles Municipal Hospital and the City Council of the City of Needles
held on the 26th day of February, 2013, by the following roll call vote:

AYES:

NOES:

ABSTAIN:
ABSENT:

\\INeedles_server\Cheryithosp boardiresolution - Comm Hithcare Partner - amended asset purch agree (Feb '13).doc




RESOLUTION NO. 2-26-13 BHT
(Page Two)

President

ATTEST:

Clerk of the Board

APPROVED AS TO FORM:

Hospital Attorney

\WNeedles_server\Cherylthosp boardiresolution - Comm Hlthcare Partner - amended asset purch agree (Feb '13).doc




RESOLUTION NO. 2013-7

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF NEEDLES, CALIFORNIA, APPROVING A FIRST
AMENDMENT TO ASSET PURCHASE AGREEMENT BY AND
BETWEEN THE CITY OF NEEDLES AND NEEDLES MUNICIPAL
HOSPITAL AKA COLORADO RIVER MEDICAL CENTER AND
COMMUNITY HEALTHCARE PARTNER, INC,, A
CALIFORNIA NONPROFIT CORPORATION

WHEREAS, the City of Needles, Needles Municipal Hospital aka Colorado River
Medical Center (“CRMC”), and Community Healthcare Partner, Inc. (“CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, included in the acquired assets to be transferred to CHP are approximately
2.34 acres of real property that was obtained by the City pursuant to a patent from the Bureau of
Land Management (“BLM”) which is subject to covenants, restrictions and BLM reversionary
and other rights and interest running with and otherwise affecting the BLM parcel; and

WHEREAS, in order to expedite an initial closing under the Asset Purchase Agreement,
the City, Needles Municipal Hospital, and CHP have agreed to (a) defer the sale of the real
property, and related closing actions, until BLM approval/clearance is obtained; (b) lease the real
property to CHP on an interim basis pending receipt of the BLM clearance; and (c) conduct an
initial closing with respect to all personal property other than the real property. :

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Needles,
California, hereby approves a First Amendment to Asset Purchase Agreement by and between
the City of Needles and Needles Municipal Hospital aka Colorado River Medical Center and
Community Healthcare Partner, Inc. and authorizes and directs the Mayor to sign same for and
on behalf of the City of Needles.

PASSED, APPROVED AND ADOPTED at a special joint meeting of the City Council
of the City of Needles, California, and Board of Hospital Trustees of Needles Municipal Hospital
held on the 26th day of February, 2013, by the following roll call vote:

AYES:

NOES:

ABSTAIN:
ABSENT:

WNeedles_server\Cheryl\counciliwesolution - Comm Hlthcare Partner - amended asset purch agree (Feb "13).doc



RESOLUTION NO. 2013-7
(Page Two)

Mayor
(SEAL)

ATTEST:

City Clerk

APPROVED AS TO FORM:

City Attorney

\WNeedles_server‘Cheryl\counciliresolution - Comm Hithcare Partner - amended asset purch agree (Feb '13).doc



FIRST AMENDMENT TO ASSET PURCHASE AGREEMENT

This First Amendment to Asset Purchase Agreement (the “Amendment”) is made and
entered into as of February _, 2013 (“Amended Effective Date™) by and among CITY OF
NEEDLES, A CALIFORNIA CHARTER CITY AND THE NEEDLES MUNICIPAL HOSPITAL
AKA THE COLORADO RIVER MEDICAL CENTER (“Seller”) on the one hand, and
COMMUNITY HEALTHCARE PARTNER, INC., a California nonprofit corporation (“Buyer”), on
the other hand.

RECITALS

A. Seller and Buyer have entered into that certain Asset Purchase Agreement dated as of
September 25, 2012, as amended (the “APA™), and certain other documents executed in connection
therewith (collectively, the “Transaction Documents™). Any capitalized terms used but not defined
in this Amendment shall have the meaning, if any, attributed to such term in the APA.

B. Included in the Acquired Assets to be transferred to Buyer pursuant to the APA is the
Real Property on which the Hospital is operated. Approximately 2.3 acres of the Real Property (the
“BLM Parcel”) was obtained by the City pursuant to a patent from the Bureau of Land Management
(“BLM”) and the BLM Parcel is subject the covenants, restrictions and BLM reversionary and other
rights and interest running with and otherwise affecting the BLM Parcel.

C. In order to ultimately transfer all of the Real Property free and clear, including
without limitation free of the BLM interests, Buyer and Seller have agreed to jointly pursue a
process by which Seller will purchase the federal reversionary interest related to the BLM Parcel (the
“BLM Clearance™). However, such process is estimated to take approximately one year, which will
be longer than is practical for purposes of closing the transactions under the APA. Therefore, in
order to expedite an initial closing under the APA, the Parties have agreed to (a) defer the sale of the
Real Property, and related closing actions, as addressed further herein, (b) lease the Premises to
Buyer on an interim basis pending receipt of the BLM Clearance, and (c) conduct an initial closing
with respect to substantially all Acquired Assets other than the Real Property.

D. Seller and Buyer further desire to close the APA transaction in all respects other than
for matters relating to the Real Property as soon as possible, prior to the date (the “Buyer Licensure
Date”) on which Buyer has received all of its own licenses and permits needed to operate all of the
Hospital Businesses in its own name and right, inciuding the acute care licenses issued by the
California Department of Public Health (“CDPH”) for the Hospital (each a “Hospital License”;
collectively, the “Hospital Licenses™) and receipt by Buyer of a tie-in notice and the authority to bill
CMS in its own name and right for goods and services to Medicare beneficiaries at the Hospital
(together with the Hospital Licenses, referred to collectively as the, “New Operator Approvals”). .
Accordingly, Seller and Buyer have agreed to have an initial closing nevertheless occur but, in order
to maintain continuing licensed operation of the Hospital, and providing for earlier transfer of
economic responsibilities associated with such operations to Buyer, the Parties will enter into (a)
Interim Management Agreement, and (b) Interim Leaseback Agreement to remain in effect until
Buyer obtains its own license and other approvals to operate the Hospital.



E. In support of the preceding goals, and to address other related issues, Seller and
Buyer desire to Amend the APA, in accordance with the terms and conditions set forth in this
Amendment.

AMENDMENT

1. Pursuit of BLM Clearance. The Parties shall diligently cooperate with each other to
pursue and obtain the BLM Clearance as soon as reasonably possible. The Parties shall also
diligently cooperate to obtain any BLM consent needed in connection with the Interim Lease
(addressed below), which BLM consent to the Interim Lease shall also be a condition to the
effectiveness of the Interim Lease Agreement (as defined below) and to the Initial Closing. The
Buyer and Seller shall equally share the cost of the application fee and appraisal fee associated with
the BLM Clearance application. Notwithstanding anything herein to the contrary, Seller’s
contribution to the cost of the application and appraisal fee shall not exceed $4,000.00. The Buyer
shall advance the appraisal fees and will receive 50% credit not to exceed $4,000 against the
Purchase Price for the application and appraisal fees. The Buyer and Seller shall also share the
purchase cost (and any related transfer fees) to buy out the BLM land and cause the land to be free of
continuing covenants in favor of BLM. Notwithstanding anything herein to the contrary, Seller’s
contribution to the purchase cost and related transfer fees shall not exceed $75,000.00. The Parties
shall be responsible for their own legal fees and costs incurred in connection with pursuing the BLM
Clearance. Buyer shall advance any purchase cost and related transfer fees and will receive a 50%
credit not to exceed $75,000.00 against the Purchase price for the purchase cost and transfer fees.

2, Two Step Closing. The Closing as contemplated by the APA shall be divided into
two stages, consisting of an Initial Closing and Real Property Closing, as addressed below.

2.1 Inmitial Closing. Subject to the satisfaction or waiver by the appropriate Party
of conditions precedent to closing, and other applicable provisions in the APA, as hereby amended,
other than those solely related to the sale and transfer of the Rea! Property and completion of the
Real Property Matters (as addressed below), the Parties shall initially close on the sale of all
Acquired Assets other than the Real Property, and except as otherwise addressed at Section 3.4, by
the Outside Closing Date (“Initial Closing”). The Initial Closing shall occur soon as possible, but in
no case later than 30 days, after BLM approving the Interim Lease attached hereto as Exhibit “A” or
by June 30, 2013, whichever occurs first. Accordingly, all references in the Agreement to the
Closing shall be deemed to refer to the Initial Closing, with respect to substantially all Acquired
Assets other than the Real Property and all closing steps, assumption and retention of liabilities,
transition of employees and other matters other than the Real Property Matters. For purposes of the
Initial Closing, the Outside Closing Date shall be June 30, 2013, unless extended by mutual
agreement of the Parties.

22  Real Property Closing. The closing of the sale and purchase of the Real
Property (“Real Property Closing”) will take place as soon as reasonably possible, but in any case
within forty-five (45) days after receipt of the BLM Clearance or by February 28, 2015, whichever
occurs first. In the event BLM clearance is not obtained by February 28, 2015, the Interim Lease
shall be extended for 28 years or as long as legally permissible with a rental rate of $1.00 (One
Dollar) per year provided that Buyer has paid Seller the full Purchase Price of $2,577,000.00.
During the term of said extended lease and provided Buyer has paid Seller the full Purchase Price of
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$2,577,000, Buyer shall have an option to purchase the Real Property held by Seller for the price of
$1.00 (One Dollar) . The provisions in the APA dealing directly with the sale and transfer of the
Real Property, including without limitation those relating to title (Sections 6.1(d), 6.3,7.2, and 9.6)
and the Parcel Map (Sections 6.8 and 9.3), conditions to closing and deliverables in connection with
the Real Property, including without limitation closing certificates related to any representations
relating to the Real Property, FIRPTA certificates and incumbency certificates (collectively, “Real
Property Matters™) shall apply through and as of the Real Property Closing rather through and as of
Initial Closing.

3. Additional Deliveries and Adjustments. In light of the staging of the closing under
the APA into the Initial Closing and Real Property Closing, and the desire to undertake the Initial
Closing prior to receipt by Buyer of its Licenses (which is otherwise a condition to closing), the
Parties agree to close pursuant to an interim management/leaseback arrangement, and in connection
therewith undertake the additional steps set forth below.

3.1 Seller, as lessor and Buyer, as lessee, shall enter into an Interim Lease
Agreement, commencing effective as of the Effective Time, in substantially the form attached hereto
as Exhibit A (“Interim Lease Agreement™), pursnant to which Buyer shall occupy and operate the
Hospital until the Real Property Closing.

32 The Parties shall enter into an Interim Management Agreement in
substantially the form of Exhibit B attached hereto (“Interim Management Agreement”), whereby
Seller shall, as soon as reasonably possible after execution of this Amendment, engage Buyer to
manage and assume financial responsibility for the Hospital operations pending receipt by Buyer of
its own Licenses to operate the Hospital.

33 The Parties shall, effective as of the Effective Time, enter into a Interim
Leaseback Agreement, in substantially the form of Exhibit C attached hereto (the “Interim
Leaseback Agreement”), whereby Purchaser shall sublease the Hospital premises and lease related
equipment back to Seller, pursuant to which Seller shall maintain occupancy rights as legally
required for Seller to remain the licensee of the Hospital until the Buyer Licensure Date.

3.4  Consistent with applicable Legal Requirements in connection to the proposed
interim management arrangements, those Acquired Assets used exclusively in the operation of the
Hospital’s pharmacy and the employment of the pharmacist-in-charge and contracts required to be
held by the Hospital, as licensee of the Hospital (collectively, “Licensee Contracts™), shall not be
transferred at the Initial Closing. Instead, such pharmacy assets and the those Licensee Contracts
that are Assumed Contracts shall be subsequently transferred to Buyer effective as of the Buyer
Licensure Date; provided, however, that expenses related thereto after the Initial Closing shall be the
responsibility of Buyer under the Interim Management Agreement.

4. Modifications to Deposit and Purchase Price. In connection with the other
modifications addressed in this Amendment, the Parties agree to the following modifications
regarding deposits and the purchase price.

4.1  Concurrent with the execution of this Amendment, Buyer shall, as additional
evidence of its readiness to close, deposit an additional Two Million One Hundred Thousand Dollars
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($2,100,000) (“Additional Deposit”) into Escrow, which will result in a total amount held in escrow
of $2,200,000.00. Upon the Initial Closing, the Escrow funds shall be disbursed to pay the Initial
Closing Purchase Price (as defined below) and any remaining funds shall be retained in Escrow for
the Real Property Closing. If the APA for any reason terminates prior to the Initial Closing, the
Additional Deposit of $2,100,000.00 shall be immediately returned to Buyer and the Good Faith
Deposit shall be handled as provided in the APA. The Parties shall amend the Good Faith Deposit
Agreement as needed to document the foregoing.

42 At the Initial Closing, [Two Million Two Hundred Thousand Dollars
($2,200,000) of the Purchase Price (the “Initial Closing Purchase Price”)], and other costs payable
by Buyer not related to the Real Property Closing, shall be delivered by wire transfer through
Escrow to a depositary account designated by Seller. Said funds shall be non-refundable.

43  Atthe Real Property Closing, the remainder of the Purchase Price (net of the
Initial Closing Purchase Price), less any adjustments and less the SDRP Holdback, if applicable (as
addressed below), plus any other costs payable by Buyer in connection with the Real Property
Closing, shall be delivered by wire transfer through Escrow to a depositary account designated by
Seller.

5. CMS Self Disclosure Matters. Seller’s has pending a filing with the Centers for
Medicare and Medicaid Services (“CMS”) under CMS’s Self Disclosure Reporting Protocol
(“SDRP Matter”), which could subsequently lead to claims by CMS against Buyer (as assignee of
the Hospital’s Medicare number and agreement), and Buyer will have an indemnification right
against Seller for such potential liability. Furthermore, CMS is requiring that Buyer, once it
becomes the Medicare provider at the Hospital, continue such SDRP Matter through to resolution if
the SDRP Matter is not already then resolved. In light of these developments, upon receipt of a
confidentiality agreement by Buyer, Seller will share all information reasonably requested by Buyer
about the SDRP Matter, [approval of which shall be an additional condition to Buyer’s obligation to
close!. The Parties further agree that any liability, and legal fees and costs for pursuing and
defending the SDRP Matter (“SDRP Defense Costs”) incurred by Buyer can be offset against the
Real Property Purchase Price. If the SDRP Matter is still pending as of the Real Property Closing,
then Buyer shall have the right to hold back an amount from the Real Property Purchase Price equal
to the possible exposure under the SDRP Matter and reasonably budgeted continuing SDRP Defense
Costs. Upon final resolution of the SDRP Matter, any funds held back by Buyer in excess of the
final payment to CMS and related SDRP Defense Costs shall be promptly paid to Seller.

6. General.

6.1  The Parties agree to cooperate with each other to take such further actions,
and provide such further documents as reasonably determined by the Parties to be necessary or
recommended to further implement the modifications to the APA contemplated in this Amendment.

! Unless we are able to get full access to the SDRP materials prior to signing the First
Amendment we will need to keep this in.



6.2  Except to the extent expressly set forth in this Amendment, all of the
provisions of the APA, are, and shall continue to be, in full force and effect in accordance with their
respective terms, and each Seller and Buyer shall remain obligated to comply with all of such party’s
obligations contained in the APA, and all references in the APA to the “Agreement” shall be deemed
to be references to the Agreement as hereby amended.

6.3 Inthe event of any conflict between the terms of this Amendment and the
terms of the APA, the terms in this Amendment shall be controlling and supersede such conflicting
terms.

6.4  This Amendment may be executed by one or more of the parties hereto on any
number of separate counterparts (including by telecopy), and all of said counterparts taken together
shall be deemed to constitute one and the same instrument. This Amendment may be delivered by
facsimile or electronic transmission, including by e-mail as a PDF, and facsimite or PDF copies of
executed signature pages, which shall be binding as originals.

7. Right of First Refusal. Buyer grants to Seller a right of first refusal. Buyer agrees
that prior to offering the Real Property and/or the hospital for sale or lease to any other person or
entity, Buyer will make a written offer to Seller on the same terms and conditions it intends to offer
to a third party, person or entity. Seller shall have 30 days after receipt of Buyer’s offer to accept
Buyer’s offer in writing. Should Seller not accept Buyer’s written offer within 30 days after
receiving same, Buyer shall be free to proceed with a sale or lease to a third party, person or entity.
It is acknowledged, however, that any subsequent lease or sale of the hospital by Buyer will be
subject to the Attorney General’s approval and approval process.

{Signatures on Following Page]



IN WITNESS WHEREOF, the parties hereto have caused this First Amendment to be

executed as of the date first written above.

“SELLER”

THE NEEDLES
MUNICIPAL HOSPITAL
AKA COLORADO RIVER
MEDICAL CENTER

By:

Name:

Title:

CITY OF NEEDLES,
A California Charter City

By:

Name:

Title:

“BUYER”

COMMUNITY HEALTHCARE
PARTNER, INC.

By:

Name:

Title:




EXHIBIT A

INTERIM LEASE AGREEMENT

[See Attached]




EXHIBIT B

INTERIM MANAGEMENT AGREEMENT

[See Attached]




EXHIBIT C

INTERIM LEASEBACK AGREEMENT

[See Attached]




RESOLUTION NO. 2-26-13-1 BHT

A RESOLUTION OF THE BOARD OF HOSPITAL TRUSTEES OF
NEEDLES MUNICIPAL HOSPITAL APPROVING AN INTERIM LEASE
AGREEMENT BY AND BETWEEN THE NEEDLES MUNICIPAL
HOSPITAL AKA COLORADO RIVER MEDICAL CENTER AND
COMMUNITY HEALTHCARE PARTNER, INC., A CALIFORNIA
NONPROFIT CORPORATION, FOR THE PROPERTY COMMONLY
KNOWN AS COLORADO RIVER MEDICAL CENTER, SUCH
APPROVAL BEING SUBJECT TO AND CONDITIONED UPON
APPROVAL FROM THE BUREAU OF LAND MANAGEMENT OF
SAID INTERIM LEASE AGREEMENT

WHEREAS, the City of Needles, Needles Municipal Hospital aka Ceolorado River
Medical Center (“CRMC”), and Community Healthcare Partner, Inc. (“CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, included in the acquired assets to be transferred to CHP are approximately
2.34 acres of real property that was obtained by the City pursuant to a patent from the Bureau of
Land Management (“BLM"™) which is subject to covenants, restrictions and BLM reversionary
and other rights and interest running with and otherwise affecting the BLM parcel; and

WHEREAS, in order to expedite an initial closing under the Asset Purchase Agreement,
the City, Needles Municipal Hospital, and CHP have agreed to (a) defer the sale of the real
property, and related closing actions, until BLM approval/clearance is obtained; (b) lease the real
property to CHP on an interim basis pending receipt of the BLM clearance; and (c) conduct an
initial closing with respect to all personal property other than the real property.

NOW, THEREFORE, BE IT RESOLVED that the Board of Hospital Trustees of Needles
Municipal Hospital hereby approves an Interim Lease Agreement by and between the Needles
Municipal Hospital aka Colorado River Medical Center and Community Healthcare Partner, Inc.
for the property commonly known as Colorado River Medical Center, such approval being
subject to and conditioned upon written approval from the Bureau of Land Management of said
Interim Lease Agreement.

BE IT FURTHER RESOLVED that the President is hereby authorized and directed to
sign same for and on behalf of the Board of Hospital Trustees.

PASSED, APPROVED AND ADOPTED at a special joint meeting of the Board of

Hospital Trustees of Needles Municipal Hospital and the City Council of the City of Needles
held on the 26th day of February, 2013, by the following roll call vote:

Weedles_server\Cherylthosp board\resolution - Comm Hithcare Partner - interim lease agreement (Feb "13).doc



RESOLUTION NO. 2-26-13-1 BHT
(Page Two)

AYES:

NOES:
ABSTAIN:
ABSENT:

President

ATTEST:

Clerk of the Board

APPROVED AS TO FORM.:

Hospital Attorney

WWNeedles_server\Cheryl\hosp boardiresolution - Comm Hithcare Partner - interim lease agreement (Feb '13).doc



RESOLUTION NO. 2013-8

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF NEEDLES, CALIFORNIA, CONSENTING TO AN
INTERIM LEASE AGREEMENT BY AND BETWEEN THE
NEEDLES MUNICIPAL HOSPITAL AKA COLORADO RIVER
MEDICAL CENTER AND COMMUNITY HEALTHCARE
PARTNER, INC., A CALIFORNIA NONPROFIT CORPORATION,
FOR THE PROPERTY COMMONLY KNOWN AS COLORADO
RIVER MEDICAL CENTER, SUCH CONSENT BEING SUBJECT
TO AND CONDITIONED UPON APPROVAL FROM THE BUREAU OF
LAND MANAGEMENT OF SAID INTERIM LEASE AGREEMENT

WHEREAS, the City of Needles, Needles Municipal Hospital aka Colorado River
Medical Center (*CRMC”), and Community Healthcare Partner, Inc. (“CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, included in the acquired assets to be transferred to CHP are approximately
2.34 acres of real property that was obtained by the City pursuant to a patent from the Bureau of
Land Management (“BLM) which is subject to covenants, restrictions and BLM reversionary
and other rights and interest running with and otherwise affecting the BLM parcel; and

WHEREAS, in order to expedite an initial closing under the Asset Purchase Agreement,
the City, Needles Municipal Hospital, and CHP have agreed to (a) defer the sale of the real
property, and related closing actions, until BLM approval/clearance is obtained; (b) lease the real
property to CHP on an interim basis pending receipt of the BLM clearance; and (c) conduct an
initial closing with respect to all personal property other than the real property.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Needles,
California, hereby consents to an Interim Lease Agreement by and between the Needles
Municipal Hospital aka Colorado River Medical Center and Community Healthcare Partner, Inc.
for the property commonly known as Colorado River Medical Center, such consent being subject
to and conditioned upon written approval from the Bureau of Land Management of said Interim
Lease Agreement.

BE IT FURTHER RESOLVED that the Mayor is hereby authorized and directed to sign
same for and on behalf of the City of Needles.

PASSED, APPROVED AND ADOPTED at a special joint meeting of the City Council

of the City of Needles, California, and Board of Hospital Trustees of Needles Municipal Hospital
held on the 26th day of February, 2013, by the following roll call vote:

WNeedles_server\Cheryl\counciliresolution - Comm Hlthcare Partner - interim lease agreement (Feb '13).doc



RESOLUTION NO. 2013-8
(Page Two)

AYES:

NOES:
ABSTAIN:
ABSENT:

Mayor

(SEAL)

ATTEST:

City Clerk

APPROVED AS TO FORM:

City Attorney

WNeedles_server\Cheryl\councilresolution - Comm Hithcare Partner - interim lease agreement (Feb '13).doc




INTERIM LEASE AGREEMENT

BY AND BETWEEN

THE NEEDLES MUNICIPAL HOSPITAL
AKA COLORADO RIVER MEDICAL CENTER

(“LESSOR”)

AND

COMMUNITY HEALTHCARE PARTNER, INC.

(“LESSEE”)

DATED AS OF JANUARY 2013

—_—
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LEASE AGREEMENT

THIS INTERIM LEASE AGREEMENT (“Lease”), made as of 12:00:01 (“Effective Time™)
on ,2013 (“Effective Date”), by and between The Needles Municipal Hospital AKA The
Colorado River Medical Center (“Lessor”), whose address is 1401 Bailey Avenue, Needles,
California 92363, and Community Healthcare Partner, Inc., a California nonprofit corporation
(“Lessee™), whose address is [14602 Fair Oak Drive, Lake Elsinore, CA 92530]. Lessor and Lessee
are sometimes referred to collectively as the “Parties” and individually as a “Party.”

RECITALS

A, Lessor, as Seller, and Lessee, as Buyer, have entered into that certain Asset Purchase
Agreement dated as of September 25, 2012, as amended (the “APA”), and certain other documents
executed in connection therewith (collectively, the “Transaction Documents”). Any capitalized
terms used but not defined in this Lease shall have the meaning, if any, attributed to such term in the
APA.

B. Lessor owns and operates the Hospital located on the Premises and the Hospital
Businesses (as defined in the APA) related thereto, including Premises covered by this Lease.

C. Included in the Acquired Assets to be transferred to Lessee pursuant to the APA is the
Real Property on which the Hospital is operated. Approximately 2.3 acres of the Real Property (the
“BLM Parcel”) was obtained by the City pursuant to a patent from the Bureau of Land Management
(“BLM”) and the BLM Parcel is subject the covenants, restrictions and BLM rights running with
and otherwise affecting the BLM Parcel.

D. Accordingly, pursuant to the APA, Lessor and Lessee are pursuing a process by
which Lessor is attempting to purchase the federal reversionary interest related to the BLM Parcel
(the “BLM Clearance”). However, such process is estimated to take approximately one year, which
will be longer than is practical for purposes of closing the transactions under the APA. Therefore, in
order to expedite the Initial Closing under the APA, the Parties have agreed to (a) defer the sale of
the Real Property, and related closing actions, as set forth in Section 2.2 to be conducted upon the
earlier of: 1) receipt of the BLM Clearance; 2) or February 28, 2015, and (b) lease the Premises to
Lessee pursuant to this Lease on an interim basis pending receipt of the BLM Clearance.

AGREEMENT

1. Lease of Premises and Equipment. In consideration of the rents and covenants
herein stipulated to be paid and performed by Lessee and upon the terms and conditions herein
specified, Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the property
commonly known as The Colorado River Medical Center consisting of: (i) the parcel(s) of land
located in Needles, San Bernardino County, California, as described on Schedule A attached hereto
and made a part hereof for all purposes (the “Land”); (ii) all buildings, structures, “Fixtures” (as
hereinafter defined) and other improvements of every kind including, but not limited to, alleyways
and connecting tunnels, sidewalks, utility pipes, conduits and lines (on-site and off-site), parking
areas and roadways appurtenant to such buildings and structures presently situated upon the Land
(collectively, the “Improvements™); (iii) all machinery, fixtures, and other items of property,
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including all components thereof, now and hereafter permanently affixed to or incorporated into the
Improvements, including, without limitation, all furnaces, boilers, heaters, electrical equipment,
heating, plumbing, lighting, ventilating, refrigerating, incineration, air and water pollution control,
waste disposal, air-cooling and air-conditioning systems and apparatus, sprinkler systems and fire
and theft protection equipment, all of which to the greatest extent permitted by law, are hereby
deemed by the parties hereto to constitute real estate, together with all replacements, modifications,
alterations and additions thereto, (collectively the “Fixtures”) and (iv) all easements, rights and
appurtenances relating to the Land and the Improvements (collectively, the “Appurtenant Rights”).
The Land, the Improvements, Fixtures and the Appurtenant Rights are hereinafter referred to
collectively as the “Premises.”

2. Term. As a condition precedent to the effectiveness of this Lease, the Parties shall
have obtained any necessary consent of the BLM to this Lease. Subject to the foregoing sentence,
the Premises are leased for a term commencing as of the Effective Time on the Effective Date (the
“Commencement Date”) and continuing until receipt of the BLM Clearance and sale and transfer of
the Real Property to Lessee pursuant to the Real Property Closing under the APA, but in any event
not later than February 28, 2015.

3. Amount and Manner of Payment of Rent.

3.1  Rent. Lessee shall pay to Lessor in lawful money of the United States, each
month, as monthly payment of rent, One Thousand Dollars ($1,000) (the “Rent”)

3.2 Closing Credit.[If and when the Real Property Closing occurs, Lessee shall
receive a credit from Lessor against the remaining Purchase Price payable at the Real Property
Closing in an amount equal to the aggregate Rent paid by Lessee under this Lease through such Real
Property Closing.]

4, Covenants of Lessee and Lessor.

4.1  Paymentof Rent. Lessee shall pay Rent in the manner provided in Section 3
without notice, demand or setoff. Lessee’s obligations under this Lease, including obligations to pay
for all costs related to use and occupancy of the Premises (including without limitation taxes,
insurance, maintenance, and upkeep), make this Lease a “triple-net” lease. For purposes of greater
clarity, the maintenance and upkeep obligations of Lessee include, without limitation, maintenance
and upkeep of the parking lot, roof, air conditioning and heating systems, and removal of trash and
other refuse, landscaping, cleaning and janitorial services. Except as specifically provided herein,
Lessor shall have no obligation to bear any expense of ownership, operation or maintenance of the
Premises. During the Interim Lease, neither Lessor nor Lessee shall be obligated under this
Agreement to make capital Improvements to the real property or the improvements thereon.

42  Maintenance and Repair. Lessee, atits own expense, will maintain all parts
of the Improvements in at least as good condition as they now are (or with respect to any additional
or replacement Improvements, as they then are), except for ordinary wear, tear, deterioration and
obsolescence and damage by fire or other casualty. However, in light of the short term, interim
nature of this Lease, Lessee may, but shall not be required to, make any Improvements that
constitute capital improvements.



4.3  Taxes and Utilities. Lessee shall pay, prior to delinquency: all taxes,
assessments, levies, fees, water and sewer rents and charges, and all other governmental charges,
general and special, ordinary and extraordinary, foreseen and unforeseen, which are allocable to the
Term hereof, and which (i) are imposed or levied upon or assessed against the Premises, or (ii) arise
out of the operation, possession or use of the Premises. Lessee shall not be required to pay any
franchise, estate, inheritance, transfer, income or similar tax of Lessor unless such tax is imposed,
levied or assessed in substitution for any other tax, assessment, charge or levy which Lessee is
required to pay pursuant to this Section 4.3. Lessee will furnish to Lessor, promptly after demand
therefor, proof of payment of all items referred to above which are payable by Lessee. If any such
assessment may legally be paid in installments and is not delinquent, Lessee may pay such
assessment in installments; in such event, Lessee shall be liable only for instaliments which accrue
during the term hereof. Lessee shall promptly notify Lessor in writing that it has elected to pay such
assessment in installments.

4.4  Compliance With Laws. Lessor represents and warrants that except as
described in Schedule 4.5 of the APA or as otherwise confidentially disclosed, prior to execution of
this Lease, to Buyer in a written communication, to the Knowledge of Lessor, Lessor is in
compliance, in all material respects, with all Legal Requirements applicable to the Hospital
Businesses.

4.5 Insurance.

(a) During the term of this Lease, and until Lessee obtains its own
licensing to operate the hospital, Lessor shall, at Lessee’s expense and for the mutual benefit of
Lessor and Lessee, maintain insurance on the Premises of the following character (and naming
Lessor as loss payee and Lessee as additional insured, as appropriate, for all coverage):

(1] Insurance against loss by earthquake, fire, flood, lightning,
vandalism, malicious mischief and other risks which at the time are included under “extended
coverage” endorsements with respect to the Premises, in an amount not less than 100% of the actual
replacement vatue of the Improvements, exclusive of foundations, excavations, parking areas, drives,
underground utilities and all other land improvements.

(ii) Comprehensive public liability insurance against claims for
bodily injury, death or property damage occurring on, in or about the Premises and adjoining streets
and sidewalks, in the amounts of $3,000,000 for bodily injury or death in any one occurrence and

$1,000,000 for property damage.

(iii) Worker’s compensation insurance (including employers’
liability insurance, if requested by Lessor) to the extent required by the law of the state in which the
Premises are located and to the extent necessary to protect Lessor and the Premises against worker’s
compensation claims.

(b)  Lessee will maintain professional liability insurance in the amount of
at least $1,000,000 per occurrence and $3,000,000 in the aggregate.



The insurance referred to in subsections (a) and (b) above shall be written by companies with
not less than an A rating legally qualified to issue such insurance, and shall name Lessor and Lessee
as insured parties as their interests may appear. Lessee shall provide copies of certificates of
insurance for such coverage to Lessor on or before the Commencement Date, and shall maintain
current copies of any such certificates with Lessor at all times during the term of this Lease. Lessee
shall notify Lessor of any change or lapse in coverage.

4.6  Surrender of Premises. Upon the expiration or termination of the of this
Lease, Lessee shall surrender the Premises to Lessor in at least the condition in which the Premises
were upon the commencement of this Lease, except as repaired, rebuilt, restored, altered, added to,
as permitted or required hereby; except for ordinary wear and tear, normal deterioration and
obsolescence, and damage due to the negligent or willful acts or omissions of Lessor and its
members, and their respective agents and employees, and causes excluded from coverage under the
policies of insurance required to be maintained under Section 4.5, and, if this Lease shall be
terminated by Lessee pursuant to Section 11.1, except any damage resulting from any fire or other
casualty.

4.7  Use of Premises. Lessee may use and occupy the Premises for operation of
hospital and for the provision of such services, and such other uses, as are incidental to, or
appropriate or desirable in conjunction with the operation of hospital. Lessor is not by this Lease
intending to, or in fact undertaking to, cede control over its underlying interest in the Premises, but is
granting to Lessee only the rights to use and manage the Premises, consistent with the preceding
putposes, consistent with the terms of this Lease on an interim basis until receipt of the BLM
Clearance and transfer of the Real Property to Lessee.

4.8  Waiver of Subrogation. Lessor and Lessee on behalf of themselves and all
others claiming under them, including any insurer, waive all claims against each other, including all
rights of subrogation, for loss or damage to their respective property (including, but not limited to,
the Premises) arising from fire, smoke damage, windstorm, hail, vandalism, theft, malicious mischief
and any of the other perils normally insured against in an “all risk™ of physical loss policy, regardless
of whether insurance against those perils is in effect with respect to such party’s property and
regardless of the negligence of either party or their respective agents, employees, licensees and
subtenants. If either party so requests, the other party shall obtain from its insurer a written waiver
of all rights of subrogation that it may have against the other party.

5. Title and Condition of Premises.

5.1  Title to Premises. Lessor covenants, represents and warrants that Lessor has
full-right and lawful authority to enter into this Lease for the term hereof, is lawfully seized of the
Premises and has good and valid title thereto. Lessor agrees that it will, with Lessee’s cooperation,
work diligently, using its best efforts, to assist the Lessee in obtaining the BLM Clearance as soon as
reasonably possible. As provided in the APA, Lessor and Lessee will equally share the price
payable to BLM to obtain the BLM Clearance with Lessor’s contribution limited to no more than
$75,000.00.

5.2  Condition of the Premises. (a) The Lessee acknowledges that, except as
otherwise expressly set forth herein or in the APA, THE PREMISES ARE CONVEYED “AS IS,”
“WHERE IS” AND “WITH ALL FAULTS,” AND LESSOR HAS NOT MADE, AND LESSOR
HEREBY EXPRESSLY DISCLAIMS AND NEGATES, ANY REPRESENTATION OR
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WARRANTY, EXPRESS OR IMPLIED, OF ANY KIND OR NATURE WHATSOEVER,
RELATING TO THE KIND, SIZE, QUALITY, DESCRIPTION OR CONDITION (INCLUDING
ENVIRONMENTAI CONDITION) OF THE PREMISES (INCLUDING ANY IMPLIED OR
EXPRESSED WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE) OR THE ABSENCE OF ANY DEFECTS IN ANY OF THE PREMISES.

5.3  Quiet Enjoyment. So long as no event of default has occurred and is
continuing, Lessee shall peaceably and quietly have, hold, occupy and enjoy the Premises and all the
appurtenances thereto, without hindrance or molestation from Lessor or any other persons and other
entities whatsoever, subject only to Permitted Real Property Encumbrances and Permitted Personal
Property Encumbrances.

6. Indemnification. Lessee shall indemnify the Sellers’s Indemnified Persons against
and hold the Seller’s Indemnified Persons harmless from any and all costs, claims or liability arising
from (i) Lessee's use of the Premises, (ii) the conduct of Lessee’s business or anything else done or
permitted by Lessee to be done in or about the Premises, including any contamination of the
Premises, (iit) any breach or default in the performance of Lessee’s obligations under this Lease, (iv)
any breach of warranty by Lessee under this Lease, or (v) other acts or omissions of Lessee that
result in any loss or damage to Lessor. Lessee shall defend the Seller’s Indemnified Persons against
any such cost, claim or liability at Lessee's expense with counsel reasonably acceptable to the
Seller’s Indemnified Persons. Lessee shall reimburse the Seller’s Indemnified Persons for any
reasonable legal fees or costs incurred by Seller’s Indemnified Persons in connection with any such
claim. As a material part of the consideration to Lessor, Lessee hereby assumes all risk of damage to
property or injury to persons in or about the Premises arising from any cause during the Lease term
hereunder, and Lessee hereby waives all claims in respect thereof against Lessor, except for any
claim arising out of Lessor's negligence or willful misconduct.

7. Alterations, Additions and Removal. Lessee may, at its expense, make additions to
and alterations of the Improvements, and construct additional Improvements, provided that (i) the
market value of the Premises shall not be materially lessened thereby; (ii) such work shall be
completed in a good and workmanlike manner and in compliance with all applicable Legal
Requirements and the requirements of all insurance policies required to be maintained by Lessee
hereunder; (iii) no material part of the Improvements shall be demolished unless (A} Lessor’s prior
consent shall have been obtained, which consent shall not be unreasonably withheid, and (B) unless
Lessor otherwise consents in writing, the same are replaced by other improvements which are
consistent with the intended use of the Premises; and (iv) the Parties shall first seck and obtain any
consents that are required from BLM for any such actions. All such additions and alterations shalt
be and remain part of the Premises and become the property of Lessor at the expiration or earlier
termination of this Lease. Lessee shall keep accurate contemporaneous records with respect to the
costs of such additions and alterations. Lessee may place upon the Premises any trade fixtures,
machinery, equipment, materials, inventory, furniture and/or other personal property belonging to
Lessee or third parties and not otherwise contemplated under this Lease (collectively, “Lessee’s
Personal Property”), whether or not the same shall be affixed to the Premises, which are used in
connection with any of Lessee’s business operations on the Premises, which shall remain the
property of Lessee. Lessee may remove any of Lessee’s Personal Property at any time during the
term of this Lease. Lessee shall repair prompily any damage to the Premises caused by such
removal.




Lessee shall not allow or permit any liens to attach to the interest of Lessor in all or any part
of the Premises by reason of any work, labor, services, or materials done for, or supplied to, or
claimed to have been done for or supplied to, Lessee or anyone occupying or holding an interest in
all or any part of the Improvements through or under Lessee. If any such lien is at any time filed
against the Premises, Lessee shall cause the lien to be discharged of record within 30 days after the
date of its filing, either by payment, deposit, or bond. If Lessee receives any notice of any lien, or of
any right to claim a lien, or any such notice is placed on or delivered to the Premises in any way
whatsoever, Lessee shall immediately furnish Landlord a copy of the notice.

8. Intentionally Omitted.

9. Assignments and Subleases. Lessee shall not assign this Lease or any interest
therein, and shall not sublease or sublet the Premises or any interest therein, except with the prior
written consent of Landlord, which consent may be granted or denied in Lessor’s sole and absolute
discretion. Any such sublease or assignment shall not relieve Lessee from liability for payment of
the rental herein provided or from the obligation to keep and be bound by the terms, conditions, and
covenants of this Lease. The acceptance of rent from any other person shall not be deemed to be a
waiver of any of the provisions of this Lease or a consent to the assignment or subletting of the
Premises. The transfer in the aggregate in excess of twenty-five percent (25%) of the voting or
equity interests in the Lessee, as the same may be constituted as of the date of this Lease, shall be
deemed an assignment within the meaning of this Section 9; provided, however, a transfer or
assignment of such interest by a shareholder to his spouse is excepted from the foregoing provision.
Lessor consent to any such transfer on one occasion shall not constitute consent to any other or
future transfer. Lessee shall pay the reasonable expenses, including legal fees, actually incurred by
Lessor in connection with its consideration of granting any consent required hereunder.

10.  Permitted Contests. Notwithstanding any provision of this Lease to the contrary,
Lessee shall not be required, nor shall Lessor have the right, to pay, discharge or remove any tax,
assessment, levy, fee, rent (except Rent, additional rent and any other sums due hereunder payable to
or for the benefit of Lessor), charge, lien or encumbrance, or to comply with any Legal Requirement
applicable to the Premises or the use thereof, as long as Lessee shall contest the existence, amount or
validity thereof by appropriate proceedings which shall prevent the collection of or other realization
upon the tax, assessment, levy, fee, rent, charge, lien or encumbrance so contested, and which also
shall prevent the sale, forfeiture or loss of the Premises or any Rent, or to satisfy the same or Legal
Requirements, and which shall not affect the payment of any Rent, provided that such contest shall
not subject Lessor to the risk of any criminal liability or any civil liability. Lessee shall give such
reasonable security as may be demanded by Lessor, or any mortgagee to insure ultimate payment of
such tax, assessment, levy, fee, rent, charge, lien, or encumbrance and compliance with Legal
Requirements and to prevent any sale or forfeiture of the Premises, any Rent, any additional rent or
any other sum required to be paid by Lessee hereunder.

11.  Casualty and Condemnation.
11.1  Casualty.

(a)  Except as hereinafter provided, if any of the Improvements shall be
damaged or destroyed by fire or any other casualty covered by a standard policy of fire and extended
coverage insurance, as required pursuant to Section 4.5 hereof, Lessee shall thereafter commence
and diligently prosecute to completion, at Lessee’s sole expense, the repair or rebuilding of the
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Improvements or portion thereof which was damaged, in a good and workmanlike manner, in
accordance with plans and specifications satisfactory to Lessee and Lessor, which neither Lessee nor
Lessor shall unreasonably disapprove, provided that the Improvements upon completion of such
repair or rebuilding shall have a value which is not substantially less than the value of the
Improvements immediately prior to the damage or destruction and provided that any repairs are
covered by insurance proceeds. All insurance proceeds remaining after payment of the costs of
repair and recovery, if any (“Net Proceeds”) shall be equally shared by Lessor or Lessee. Lessee
shall be accountable for the Net Proceeds and shall maintain adequate contemporaneous records
relating to such repair and rebuilding for the purpose thereof.

(b)  Inthe event that either (i) the damage or destruction with respect to
any building (“Building™) which is a part of the Improvements is so extensive that it cannot be
rebuilt, restored or repaired as required in Section 11.1(a) within one hundred twenty (120) days
after such occurrence, as determined by Lessee in its judgment reasonably based upon written
professional opinion of licensed engineers, building contractors, inspectors or the like, or (ii) any
such damage or destruction occurs during the last two years of the term of this Lease, then Lessee
shall have the right, but not the obligation, to terminate this Lease with respect to the damaged or
destroyed Building, but no other part of the Premises, by giving written notice thereof to Lessor
within forty-five (45) days after the occurrence of such damage or destruction and such termination
will be effective retroactively as of the date of such damage or destruction; provided that, if the
Building which suffered such damage or destruction is the main hospital building located on Tract 1
of the Premises, then Lessee shall have the right to terminate this Lease by giving written notice
thereof to Lessor within forty-five (45) days after the occurrence of such damage or destruction and
such termination will be effective retroactively as of the date of such damage or destruction. In
addition, if any Building is materially damaged or destroyed by any casualty not covered by the
standard policy of fire and extended coverage insurance, then Lessee may terminate this Lease
effective as of the date of such damage or destruction by giving the other party written notice thereof
within forty-five (45) days after the occurrence of such damage or destruction. If Lessee exercises
its option to terminate this Lease in part on account of damage or destruction to a Building, the
parties shall promptly thereafter execute an amendment to this Lease which shall provide that such
Building will be excised from the Premises, and that Rent will be proportionately and equitably
reduced. In the event of a termination of this Lease, either in whole or in part, pursuant to Section
11.1(b), the Net Proceeds of insurance shall be paid over to Lessor, except that Lessee shall be
entitled to receive such portion of such proceeds which represents the amount allocable to the then
fair market value of Lessee’s Personal Property, if any, provided Lessee maintained adequate
contemporaneous records thereof.

11.2 Condemnation.

(a)  If (i) the Premises are taken by an entity with the power of eminent
domain (“Condemning Authority”) or if the Premises are conveyed to a Condemning Authority by
a negotiated sale, or if part of the Premises is so taken or conveyed such that any of the
Improvements cannot be rebuilt so that upon completion Lessee may again use the Premises without
substantial interference, or (ii) due to any such taking or conveyances, access to the Premises or any
part thereof by motor vehicles and trucks as operated by Lessee, its contractors, employees, patients
and invitees in the course of Lessee’s business as theretofore conducted, is substantially impaired or
terminated; then in any such event, Lessee may terminate this Lease by giving Lessor written notice




any time after the occurrence of any of the foregoing and such termination shall be effective thirty
(30) days from the date possession is taken by the Condemning Authority.

(b)  Ifpart of the Premises or any Building or a substantial part thereof is
so taken or conveyed without substantially interfering with the use of the Premises as a whole, but
only one or more of the Buildings thereon, this Lease shall not terminate, except to the extent
hereinafter provided. Insuch event, however, (i) Lessee shall have the option to terminate this Lease
in respect to any Building which is subject to such taking or conveyance by notifying within thirty
(30) days after the title is transferred to the Condemning Authority, and Lessor shall be entitled to all
awards and payments made or to be made by the Condemning Authority, and (ii) if Lessee exercises
such termination option, Lessor shall apply such portions of any award or payment made to Lessor
for such taking or conveyance as is necessary to pay the cost of restoring the Building and/or the
Premises to a complete architectural unit suitable for Lessee’s use and business on the Premises prior
to the date of such taking. If Lessee exercises its option to terminate this Lease in part on account of
a taking or conveyance of a Building or any substantial part thereof as provided in clause (i) above,
the parties shall promptly thereafier execute an amendment to this Lease which shall provide that the
Building will be excised from the Premises, and that Rent will be proportionately and equitably
reduced.

(c) Except as provided below and in Section 11.2(b), all payments made
for any such taking or conveyance shall be the property of Lessor; provided, however, Lessor shall
have no interest in any award or payment or any portion of any such award or payment which is
attributable to the taking or conveyance of any of Lessee’s Personal Property, all of which shall be
paid to Lessee. Lessee shall maintain adequate contemporaneous records as to the value of Lessee’s
Personal Property for purposes of determining what portion, if any, of such award or payment shall
be paid to Lessee hereunder,

(d)  If this Lease is terminated pursuant to this Section 11, Lessor and
Lessee shall be released and discharged from all liabilities arising or accruing under this Lease
subsequent to the effective date of termination.

12.  Right of Entry. Upon not less than twenty-four (24) hours prior written notice
received by Lessee on a weekday, which written notice may be hand delivered or telecopied to
Lessee, Lessor and its agents and designees may enter upon and examine the Premises on weekdays
from 8:00 a.m. to 5:00 p.m., excluding legal holidays, for the purpose of determining the condition
of the Premises, provided that all such access shall be conducted in a manner that is consistent with
all applicable patient privacy rights.

13. Default.

13.1 Default; Notice and Cure; Remedies. In the event Lessee shall default in
the payment of Rent or any other sums payable by Lessee hereunder, and such default shall continue
for a period of ten (10) days after Lessee receives written notice thereof from Lessor; or, if Lessee
shall default in the performance of any other covenants or agreements hereunder and such default
shall continue for thirty (30) days after written notice thereof, or, if the default is of such a nature
that it could not reasonably be cured within such thirty (30) day period and Lessee does not, within
said thirty (30) day period commence to cure it and thereafter proceed, with due diligence, to cure it;
or, if Lessee shall fail to cause the Premises to be in conformity with the Legal Requirements as set
forth in Section 4.4 hereof and all other contracts, agreements, covenants, conditions and restrictions
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applicable to the ownership, occupancy or use of the Premises, and such failure shall continue for
thirty (30) days after written notice thereof, or if the failure is of such a nature that it could not
reasonably be cured within such thirty (30) day period and Lessee does not, within such thirty (30)
day period commence to cure it and thereafter proceed, with due diligence, to cure it; then, and in
addition to any and all other legal remedies and rights, Lessor may perform such covenant or
agreement and to the extent sums are expended in connection therewith, and add such sums to the
Rent due from Lessee to Lessor and, at the election of Lessor, may terminate this Lease and retake
possession of the Premises by eviction, reentry or otherwise, Such re-entry shall not bar the right or
recovery of Rent or damages for breach of covenants, nor shall the receipt of Rent after a default
and/or re-entry be deemed a waiver of Lessor’s remedies.

13.2 Obligation to Relet. After a dispossession or removal in accordance with
Section 13.1, Rent shall be paid to the date of such dispossession or removal, (i) Lessor shall use its
reasonable best efforts to re-let the Premises or portions thereof, either in the name of Lessor, Lessee
or otherwise, for a term or terms which may, at the option of Lessor, be less than or exceed the
period which would otherwise have constituted the balance of the term of this Lease, (ii) Lessee shall
pay Lessor quarterly any deficiency between Rent due hereunder and the amount, if any, of rent
collected on account of the new lease or leases of the Premises for each quarter of the period which
would otherwise have constituted the balance of the term of this Lease (not including any renewal or
extension the execution of which shall not have occurred prior to such dispossession or removal),
and (iii) Lessor shall have any and all other rights and remedies available to it.

13.3  Costs and Expenses. If Lessee should fail to make any payment or cure any
default hereunder within the time herein permitted, Lessor, without being under any obligation to do
so and without thereby waiving such default, may make such payment and/or remedy such other
default for the account of Lessee, and thereupon Lessee shall be obligated to, and hereby agrees, to
pay Lessor, upon demand, all costs, expenses and disbursements (including reasonable attorneys’
fees and costs) incurred by Lessor in taking such remedial action, and any interest thereon actually
incurred and paid by Lessor to third parties.

14. Environmental Matters.

14.1 Warranty of Lessor. Except as set forth in Schedule 4.9 of the APA, to the
Knowledge of Lessor, Lessor (a) has not engaged in or permitted any dumping, discharge, disposal,
release, spillage or leakage of Materials of Environmental Concern, at, on, in or about the Premises
either presently or in the past, in violation of any Legal Requirements related to Materials of
Environmental Concern, and (b) has complied in all material respects with all Legal Requirements
related to Materials of Environmental Concern.

142 Covenant of Lessee. Except for Hazardous Substances or other toxic
materials or medical waste brought, kept or used in the Premises in commercial quantities similar to
those quantities usually kept on similar premises by others in the same business or profession or who
operate medical facilities similar to those located in and on the Premises, medical specialty, and
which are used and kept in compliance with applicable public health, safety and environmental laws,
Lessee shall not allow any Hazardous Substance, or other toxic material or medical waste to be
located in, on or under the Premises or allow the Premises to be used for the disposal of any
Hazardous Substance or other toxic material; and Lessee shall indemnify Lessor, its City Council
and its agents and employees against any and all claims, demands, liabilities, losses and expenses,




including consultant fees, court costs and reasonable attorneys’ fees arising out of any breach of the
foregoing covenant.

14.3 Compliance with Laws. Lessee shall at all times and in all respects comply
with all Legal Requirements applicable to the Premises or the use thereof relating to industrial
hygiene, the handling, storage and disposal of medical waste, environmental protection, ot the use,
analysis, generation, manufacture, storage, disposal or transportation of any Hazardous Substance,
toxic material or medical waste.

14.4 Remediation. If Lessee becomes aware of the presence of any Hazardous
Substance in or on the Premises (except for those Hazardous Substances or other toxic material or
medical waste brought, kept or used in the Premises by Lessee in commercial quantities similar to
those quantities usually kept on similar premises by others in the same business, profession or
medical specialty and which are used and kept in compliance with applicable public health, safety
and environmental laws) or if Lessee, or the Premises become subject to any order of any federal,
state or local agency to repair, close, detoxify, decontaminate or otherwise cleanup the Premises,
Lessee shall, at its own cost and expense, carry out and complete any repair, closure, detoxification,
decontamination or other cleanup of the Premises; provided that Lessee shall not be responsible for
any of the foregoing relating to any Hazardous Substance, or other toxic materials or medical waste
located on, in or under the Premises on the date of this Lease, all of which shall be the responsibility
of Lessor pursuant to and as otherwise limited by Section 14.1 and Lessor shall promptly execute
and complete any required repair, closure, detoxification, decontamination or other clean-up of the
Premises. If either party fails to implement and diligently pursue any such repair, closure,
detoxification, decontamination other cleanup of the Premises which it is required to do hereunder,
the other party shall have the right, but not the obligation, to carry out such action and to recover all
of the costs and expenses from the other.

14.5 Definition. “Hazardous Substances” as such term is used in this Lease
means any hazardous or toxic substance, material or waste, regulated or listed pursuant to any
federal, state or local environmental law, including without limitation, the Clean Air Act, the Clean
Water Act, the Toxic Substances Control Act, the Comprehensive Environmental Response
Compensation and Liability Act, the Resource Conversation and Recovery Act, the Federal
Insecticide, Fungicide, Rodenticide Act, the Safe Drinking Water Act and the Occupational Safety
and Health Act.

15. Notices, Demands and Other Instruments. All notices, offers, consents and other
instruments given pursuant to this Lease shall be in writing and shall be validly given when
personally delivered or when placed in the United States mail, registered or certified with return
receipt requested, when sent by prepaid telegram or facsimile followed by confirmatory letter
actually delivered or when sent by a courier or express service guaranteeing overnight delivery, (i) if
to Lessor, addressed to it at its address set forth above, (ii) if to Lessee, addressed to Lessee at its
address set forth above. Lessor and Lessee each may from time to time specify, by giving fifteen
(15) days notice to each other party, (i) any other address in the United States as its address for
purposes of this Lease and (ii) any other person or entity that is to receive copies of notices, offers,
consents and other instruments hereunder.
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16.  Separability; Binding Effect. Each provision hereof shall be separate and
independent and, the breach of any such provision by Lessor shall not discharge or relieve Lessee
from its obligations to perform each and every covenant to be performed by Lessee hereunder. If
any provision hereof or the application thereof to any person or circumstance shall to any extent be
invalid or unenforceable, the remaining provisions hereof, or the application of such provision to
persons or circumstances other than those as to which it is invalid or unenforceable, shall not be
affected thereby, and each provision hereof shall be valid and shall be enforceable to the exient
permitted by law. All provisions contained in this Lease shall be binding upon, inure to the benefit
of, and be enforceable by, the respective successors and assigns of Lessor and Lessee to the same
extent as if each such successor and assign were named as a party hereto. This Lease may not be
changed, modified or discharged except by a writing signed by Lessor and Lessee. Any such
change, modification or discharge made otherwise than as expressly permitted by this paragraph
shali be void. This Lease shall be governed by and interpreted in accordance with the laws of the
State of California.

17. Headings and Table of Contents. The table of contents and the headings of the
various Sections and Schedules of this Lease have been inserted for reference only and shall not to
any extent have the effect of modifying, amending or changing the expressed terms and provisions
of this Lease.

18.  Counterparts; Signatures. This Lease may be executed in any number of
counterparts, each of which shall be an original, but all of which together shall constitute one and the
same instrument, This Lease may be delivered by facsimile or electronic transmission, including by
e-mail as a PDF, and facsimile or PDF copies of executed signature pages, which shall be binding as
originals.

19. Memorandum of Lease. Upon request of either party hereto, the parties shall
execute and deliver to each other duplicate originals of a Memorandum of this Lease, in recordable
form, containing the information required by law for recording the same.

20. BLM Required Modifications. If BLM requires any changes to this Lease, as a
condition to its approval of this Lease or otherwise, the Parties agree to modify the terms of this
Lease to reasonably address such required changes, so long as such changes are consistent with the
Parties’ intent hereunder and under the APA and such changes do not unreasonably alter cither
Party’s rights and obligations hereunder or under the APA.

21.  No Partnership. The parties hereto intend the relationship created by this Lease to
be that of lessor and lessee and do not intend for the arrangement between them to be a partnership.

22.  Department of Health and Human Services Regulation. Until the expiration of
four years after the expiration or earlier termination of the Term of this Lease, Lessor will make
available to the Secretary, U.S. Department of Health and Human Services, and the U.S.
Comptroller General, and their representatives, this Lease and all books, documents, and records
necessary 1o certify the nature and extent of Lessor’s costs with respect to this Lease and the
Premises. If Lessor carries out any of its duties under this Lease through a subcontract worth
$10,000 or more over a 12-month period with a related organization, the subcontract will also
contain an access clause to permit access by the Secretary, Comptroller General, and their
representatives to the related organization’s books and records.
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23.  Schedules. Schedules referred 1o in this Lease are hereby incorporated by reference
herein,

24, Entire Agreement; Controlling Agreement. This Lease , together with the APA
and the other Transaction Documents, constitute the entire agreement between the parties hereto
with respect to the subject matter hereof, and this Lease may not be amended, modified or
terminated except by written instrument signed by all of the parties hereto. To the extent that the
terms and conditions of this Lease conflict with the terms and conditions of the APA or the other
Transaction Documents, the APA and the other Transaction Documents shall control and this Lease
shall be deemed amended to conform to the terms and conditions of the APA.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the date and

year first written above,

“LESSOR” “LESSEE”
THE NEEDLES COMMUNITY HEALTHCARE
MUNICIPAL HOSPITAL PARTNER, INC.
AXA COLORADO RIVER
MEDICAL CENTER

By: By:
Name: Name:
Title: Title:

APPROVED BY AND CONSENTED TO
BY THE CITY COUNCIL OF THE CITY
OF NEEDLES, CALIFORNIA

By:

Name:

Title:
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SCHEDULE A

TITLE TO PREMISES

[Title Description for Real Property From Approved Final Title Report to be Attached]
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SCHEDULE B
MATERIAL DEFERRED MAINTENANCE ITEMS

[To Be Completed By Lessor]
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RESOLUTION NO. 2-26-13-2 BHT

A RESOLUTION OF THE BOARD OF HOSPITAL TRUSTEES OF
NEEDLES MUNICIPAL HOSPITAL APPROVING AN INTERIM
MANAGEMENT AGREEMENT BY AND BETWEEN THE
CITY OF NEEDLES AND NEEDLES MUNICIPAL HOSPITAL
AKA COLORADO RIVER MEDICAL CENTER AND
COMMUNITY HEALTHCARE PARTNER, INC., A CALIFORNIA
NONPROFIT CORPORATION

WHEREAS, the City of Needles, Needles Municipal Hospital aka Colorado River
Medical Center (“CRMC”), and Community Healthcare Partner, Inc. (“CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, included in the acquired assets to be transferred to CHP are approximately
2.34 acres of real property that was obtained by the City pursuant to a patent from the Bureau of
Land Management (“BLM”) which is subject to covenants, restrictions and BLM reversionary
and other rights and interest running with and otherwise affecting the BLM parcel; and

WHEREAS, in order to expedite an initial closing under the Asset Purchase Agreement,
the City, Needles Municipal Hospital, and CHP have agreed to (a) defer the sale of the real
property, and related closing actions, until BLM approval/clearance is obtained; (b) lease the real
property to CHP on an interim basis pending receipt of the BLM clearance; and (¢) conduct an
initial closing with respect to all personal property other than the real property.

NOW, THEREFORE, BE IT RESOLVED that the Board of Hospital Trustees of Needles
Municipal Hospital hereby approves an Interim Management Agreement by and between the
City of Needles and Needles Municipal Hospital aka Colorade River Medical Center and
Community Healthcare Partner, Inc. and anthorizes and directs the President to sign same for and
on behalf of the Board of Hospital Trustees.

PASSED, APPROVED AND ADOPTED at a special joint meeting of the Board of
Hospital Trustees of Needles Municipal Hospital and the City Council of the City of Needles
held on the 26th day of February, 2013, by the following roll call vote:

AYES:

NOES:

ABSTAIN:
ABSENT:

WNeedles_server‘\Cheryl\hosp board\resolution - Comum Hlthcare Partner - interim management agreement (Feb '13).doc



RESOLUTION NO. 2-26-13-2 BHT
(Page Two)

President

ATTEST:

Clerk of the Board

APPROVED AS TO FORM:

Hospital Attorey

\Weedles_server\Cheryl\hosp board\resolution - Comm Hithcare Partner - interim management agreement (Feb '13).doc




RESOLUTION NO. 2013-9

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF NEEDLES, CALIFORNIA, APPROVING AN INTERIM
MANAGEMENT AGREEMENT BY AND BETWEEN THE
CITY OF NEEDLES AND NEEDLES MUNICIPAL HOSPITAL
AKA COLORADO RIVER MEDICAL CENTER AND
COMMUNITY HEALTHCARE PARTNER, INC., A CALIFORNIA
NONPROFIT CORPORATION

WHEREAS, the City of Needles, Needles Municipal Hospital aka Colorado River
Medical Center (“CRMC”), and Community Healthcare Partner, Inc. (‘CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, included in the acquired assets to be transferred to CHP are approximately
2.34 acres of real property that was obtained by the City pursuant to a patent from the Bureaun of
Land Management (“BLM”) which is subject to covenants, restrictions and BLM reversionary
and other rights and interest running with and otherwise affecting the BLM parcel; and

WHEREAS, in order to expedite an initial closing under the Asset Purchase Agreement,
the City, Needles Municipal Hospital, and CHP have agreed to (a) defer the sale of the real
property, and related closing actions, until BLM approval/clearance is obtained; (b) lease the real
property to CHP on an interim basis pending receipt of the BLM clearance; and (c) conduct an
initial closing with respect to all personal property other than the real property.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Needles,
California, hereby approves an Interim Management Agreement by and between the City of
Needles and Needles Municipal Hospital aka Colorado River Medical Center and Community
Healthcare Partner, Inc. and authorizes and directs the Mayor to sign same for and on behalf of
the City of Needles.

PASSED, APPROVED AND ADOPTED at a special joint meeting of the City Council
of the City of Needles, California, and Board of Hospital Trustees of Needles Municipal Hospital
held on the 26th day of February, 2013, by the following roll call vote:

AYES:

NOES:

ABSTAIN:
ABSENT:

WNeedles_server\Cheryl\councilresolution - Comm Hithcare Partner - interim management agreement (Feb '13).doc



RESOLUTION NO. 20139
(Page Two)

Mayor
(SEAL)

ATTEST:

City Clerk

APPROVED AS TO FORM:

City Attomey

\WNeedles_server\Cheryl\counciliresolution - Comm Hithcare Partner - interim management agreoment (Feb '13).doc



INTERIM MANAGEMENT AGREEMENT

This Interim Management Agreement (the “IMA”™) is dated effective as 12:00:01
(“Effective Time™) on , 2013, (the “IMA Effective Date™), by and between
CITY OF NEEDLES, A CALIFORNIA CHARTER CITY AND THE NEEDLES
MUNICIPAL HOSPITAL AKA THE COLORADO RIVER MEDICAL CENTER (the
“Transferor”), and COMMUNITY HEALTHCARE PARTNER, INC., a California
nonprofit corporation (the “New Operator™).

RECITALS

A, Transferor and New Operator have entered into that certain Asset Purchase
Agreement dated as of September 25, 2012, as amended (the “APA™) , and certain other
documents executed in connection therewith (the “Transaction Documents™).

B. Transferor owns and operates the Hospital Businesses, including the Hospital
(each as defined in the APA);

C. The parties wish to provide for the interim management of the Hospital
Businesses by New Operator in anticipation of effectuating the APA and prior to the date
(the “Buyer Licensure Date”) on which New Operator has received all of its own licenses
and permits needed to operate all of the Hospital Businesses in its own name and right,
including the acute care licenses issued by the California Department of Public Health
(“CDPH”) for the Hospital (each a “Hospital License”; collectively, the “Hospital
Licenses™) and receipt by New Operator of a tie-in notice and the authority to bill CMS in its
own name and right for goods and services to Medicare beneficiaries at the Hospital
(together with the Hospital Licenses, referred to collectively as the, “New Operator
Approvals™).

NOW, THEREFORE, for valuable consideration, the adequacy and sufficiency of
which are hereby acknowledged, it is mutually agreed as set forth below.

1. Definitions. Any capitalized term appearing herein which is not defined shall
have the same definition as ascribed under the APA.

2. Term. The term of this IMA shall begin on the Effective Time and shall
terminate as of receipt of the last of the New Operator Approvals (the “Management
Period”), subject to the reduction in scope pursuant to Section 3.3, unless extended in
writing signed by the parties hereto.

3. Management Services.

3.1 Commencing on the Effective Time and continuing until the
termination of the Management Period, New Operator shall, subject to the provisions of
Section 5, and the other conditions and qualifications contained in this IMA, and to the
continuing responsibility of the Board of Directors of the Hospital as the governing board of
the Hospital or, as applicable, the City Counsel (collectively, the “Hospital Board”)
pursuant to Title 22 of the California Code of Regulations Section 70701, have full
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management rights and responsibility related the operation of the all of the Hospital
Businesses (the “Managed Operations™) and hereby agrees and covenants to assume and
use all commercially reasonable efforts to discharge all responsibilities related to the
Managed Operations and their operations which accrue during the Management Period in
connection with properly operating and maintaining the Managed Operations, including
management of the Hospital in accordance with the regulations and standards required of
such Hospital. The management services to be provided by the New Operator during the
Management Period (“Management Services”) include, but are not limited to those services
summarized at Exhibit A to this IMA,

3.2  Limitations on New Qperator’s Exercise of Duties. Inaddition to any
other qualifications and limits set forth elsewhere herein, New Operator shall not have the

authority to undertake the following, on Transferor’s behalf and which obligate Transferor,
without Transferor’s advance written consent:

() Enter into or terminate contracts with third parties on behalf of
Transferor, except (i) as the Transferor may specifically authorize in writing from time to
time; and (ii) contracts and commitments for recurring operating costs (including without
limitation, personnel, supplies, and other usual and customary Facility operating expenses),
which are reflected in any applicable annual or other approved budget of Transferor
(“Annual Budget”). However, New Operator may, and shall be provided the opportunity to,
assist in negotiating and administering such contracts, consistent with all applicable Legal
Requirements;

(ii)  Purchase capital assets for Transferor with an individual cost
in excess of Ten Thousand Dollars ($10,000.00) or an aggregate annual cost in excess of
Twenty-Five Thousand Dollars ($25,000.00); provided, however, that the above restriction
in this subsection shall not apply to restrict New Operator’s right to purchase, on behalf of
Transferor, any equipment or capital assets that are required to remedy any failure of existing
equipment or other emergency affecting patient care, or any purchase on New Operator’s
behalf relative to the Hospital;

(iii)  Enter into any leases of capital assets which, if purchased,
would be described in preceding subsection;

(iv)  Incur debt on behalf of Transferor or encumber any Facility or
Transferor property; or

(V)  Approve or undertake any other matters required by applicable
Legal Requirements to be approved by the Transferor.

Transferor’s consent to any of the foregoing shall not be unreasonably withheld or delayed.

3.3  Notwithstanding the preceding, as of the Buyer Licensure Date, the
Management Services (and related qualifications and limitations) relating to the operation of
the Hospital Business under Transferor’s license shall terminate, at which point New
Operator will be responsible for operating the Hospital Businesses under its own Hospital
Licenses, at its own expense. However, this IMA will remain in effect for the remainder of
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the term of this IMA only for the limited purposes of continued cooperation and management
of billing and coliection of receivables from Govemnmental Payment Programs and handling
of Governmental Payments and, after the Licensure Date, the provisions of this IMA shall
apply only for such limited purposes.

4, Covenants of Transferor. In addition to Transferor’s covenants,
representations and warranties set forth elsewhere in this IMA, Transferor hereby covenants,
warrants and agrees as follows:

4.1  Transferor hereby agrees that New Operator may, throughout the term
of this IMA, utilize, in Transferor’s name, Transferor’s provider agreements with Medicare,
Medi-Cal or any other third party payer programs (including the right to any reimbursement
for periods prior to the Effective Time, which shall be collected in the name of Transferor
but paid over to New Operator as provided in the APA and this IMA) entered into in
connection with the Managed Operations. Claims shall be submitted in Transferor’s name,
and New Operator may open mail addressed to Transferor, endorse remittances and deposit
them directly into its account, as set forth elsewhere in this IMA or the APA.

4.2  During the Term hereof, Transferor shall maintain its existence in
good standing and shall not voluntarily (a) surrender any of Transferor’s Hospital licenses
prior to New Operator obtaining the New Operator Approvals, ot Medicare or Medi-Cal
certifications or provider agreements during the term of this IMA; or (b) pledge or permit a
lien to attach to its accounts receivable, except with the express written consent of New

Operator.

4.3  Transferor shall take no action to obstruct, disrupt, interfere with, or
otherwise impair New Operator in the performance of New Operator’s duties pursuant
hereto, provided that Transferor shall retain ultimate authority over all operations of the
Hospital to the extent required by applicable licensure, certification and accreditation
requirements.

5. Coordinated Responsibilities of Transferor and New Operator. It is
understood that until the Licensure Date, Hospital Board is and will remain responsible for
the Hospital and as such, is legally accountable at all times to all patients and governmental
organizations for all patient care and funds, and all other aspects of the operations and
maintenance of the Hospital to the extent legally required, including without limitation
pursuant to Title 22 of the California Code of Regulations Section 70701. Notwithstanding
the preceding, or any other term herein to the contrary, however, such retained
responsibilities of Transferor are not intended to, and shall not, diminish Manager’s
obligations, including without limitation indemnification obligations, to Transferor
hereunder. In the event that any violation or alleged violation of any statute, law, regulation
or obligation or claim is made, for any reason by any person or entity, arising from or
applicable to the operation or maintenance of the Hospital, including but not limited to
patient care, or the handling of patients’ funds, prior to the Licensure Date, whether such
violations or claims may result in the imposition of penalties, fines, court or administrative
orders, litigation, including third-party and governmental claims, or license revocation or
decertification as to the Hospital or as to Transferor, New Operator shall take all reasonable
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actions necessary to protect Transferor from any damage arising there from, including, but
not limited to, contesting any such actions against Transferor and the Managed Operations,
at New Operator’s sole cost and expense with Transferor’s written approval, whether
through administrative or court proceedings. Except as otherwise expressly provided in this
IMA or the APA, New Operator shall not be responsible for (i) violations of any statute, rule
or regulation applicable to the operation or maintenance of the Hospital which occurred or
existed prior to the Effective Time, or fines in connection with any such violations, (ii) any
claims of third parties, or other liabilities included within Excluded Liabilities under the
APA, that related to the period prior to the Effective Time or otherwise arose from acts or
omissions of Transferor.

5.1  To the extent legally permissible, during the Management Period,
New Operator shall have the right to act for and in Transferor’s name and stead, and act as
Transferor’s agent, in dealing with any governmental, quasi-governmental or private agency,
authority or intermediary having jurisdiction over provider agreements with Medicare, Medi-
Cal or any other third party payor programs (the “Provider Agreements”) or any aspect of
the reimbursement process thereunder, including without limitation the right to direct the
payment of reimbursements to an account or accounis titled in the name of Transferor and/or
New Operator or any other entity designated by New Operator for such purpose, except as
qualified below for Governmental Payments (as defined below). To the extent legally
permissible, and as qualified below for Governmental Payments, Transferor also hereby
affirms and confirms the assignment to New Operator of all revenues, monies, accounts,
payments and other proceeds attributable to the operation of the Managed Operations during
the Management Period, and the products and proceeds of all of the foregoing (collectively
“Accounts”™), together with all books, records, software and other items necessary to bill and
collect same, with the authority and power to bill and collect same.

(1) Any amounts which may be received by Transferor in payment
of Accounts on or after the Effective Time shall be immediately remitted by Transferor to
New Operator at the address to which notices to New Operator are to be sent or as New
Operator otherwise directs in writing, within ten (10) business days of receipt by Transferor,
together with applicable explanation of benefits and supporting detail

(i)  Anyrevenues, monies, accounts, payments and other proceeds
which may be received by New Operator attributable to the period prior to the Effective
Time shall be immediately remitted by New Operator to Transferor at the address to which
notices to Transferor are to be sent or as Transferor otherwise directs in writing, within ten
(10) business days of receipt by New Operator, together with applicable explanation of
benefits and supporting detail.

(iii)  Transferor agrees to cooperate with New Operator in the
collection of all Accounts. Transferor shall permit New Operator’s accountants, lenders and
other agents regular access, upon reasonable notice, to its books and records, including
without limitation all records relating to the posting of receipts and payments, both before
and after the Effective Time.



(iv)  All payments for Hospital services during the Management
Period, including without limitation payments received from Medicare, Medi-Cal and other
programs established by federal or state law (“Governmental Payment Programs”) which
require that payments for healthcare services be made to the providers of such services
(“Governmental Payments”) shall be deposited into the Special Account (as addressed
below).

(v)  The Transferor shall, during the Management Period, maintain
its existing collections/operations bank account, with account number:
(“Special Account”), at [INSERT BANK NAME]' (the “Bank”), into which the New
Operator and Transferor shall cause all Governmental Payments, and all other payments, to
be deposited. Transferor agrees to enter into and maintain a depository or control agreement
with the Bank (“Control Agreement™), in form reasonably acceptable to Transferor and
New Operator consistent with applicable law, pursuant to which the Bank is instructed that
all amounts, including without limitation, all Governmental Payments, received into the
Special Account shall be automatically transferred to the New Operatot’s Account or such
other account as specified by New Operator (“Transfer Receipt Account”) at the end of
each business day. Transferor covenants that, notwithstanding its right to do so under the
Control Agreement with the Bank, Transferor will not, so long as New Operator is not in
default hereunder (after the application of applicable cure periods), during the Management
Period, take any actions to change the original payment instructions in connection with the
Special Account or interfere with the transfer of funds from the Special Account to the
Transfer Receipt Account, nor will Transferor or its agents remove, withdraw or authorize
the removal or withdrawal of any funds from the Special Account for any purpose except to
accomplish the transfer of funds addressed above, nor will the Transferor or its agents cause
or agree to the termination or amendment of the Control Agreement addressed above.

(vi)  Transferor agrees to fully cooperate with New Operator in
implementing any other bank accounts and processes for handling the billing and collection
of Accounts, consistent with applicable legal requirements, as reasonably requested by New
Operator.

6. Indemnification by Transferor. To the extent not covered and paid by any
applicable insurance, Transferor shall indemnify and defend New Operator and its affiliates
(and each of their respective shareholders, members, officers, directors, agents, attorneys,
employees, agents and consultants ) (collectively, the “New Operator Indemnitees™) and
hold New Operator Indemnitees harmless against and with respect to any and all damage,
loss, liability, deficiency, cost and expense (including, without limitation, reasonable
attorney’s fees and expenses) (all of the foregoing hereinafter collectively referred to as
“Loss”) resulting from:

I To be completed with name of Hospital’s bank account into which
Governmental Payments are currently deposited.



(i) any inaccuracy in any representation or certification, or breach
of any warranty, made by Transferor pursuant to this IMA, except to the extent otherwise
provided or limited in the APA or any document provided for therein;

(ii))  the breach or non-fulfillment of any covenant or undertaking
made by Transferor in this IMA, except to the extent otherwise provided or limited in the
APA or any document provided for therein; or

(iii)  Transferor’s failure to pay, discharge or perform any of the
liabilities retained by Transferor under this IMA, except to the extent otherwise provided in
the APA or any document provided for therein.

7. Indemnification by New Operator. To the extent not covered and paid by any
applicable insurance, New Operator shall indemnify and defend Transferor, its officers,
directors, agents, atiorneys, employees, agents and consultants (collectively, the “Transferor
Indemnitees™) and hold Transferor Indemnitees harmless against and with respect to any
and all Loss resulting from:

(i) any material inaccuracy in any representation or certification,
or breach of any warranty, made by New Operator pursuant to this IMA, except as expressly
provided in the APA or any document provided for therein;

(i)  the material breach or non-fulfillment of any covenant or
undertaking made by New Operator in this IMA, except as expressly provided in the APA or
any document provided for therein;

(iii) New Operator’s failure to pay, discharge or perform any of the
liabilities assumed under this IMA except as otherwise provided in the APA or any
document provided for therein; or

(iv)  any claim or liability which may be asserted against Transferor
as a purported co-employer of any of New Operator’s employees or as a purported co-
principal with New Operator as to any agreements entered into or assumed by New Operator.

8. Limitations on Indemnification and Liability. Each party’s liability under this
IMA shall be limited to actual damages and no party shall be liable to the other party
hereunder for special, lost profits, consequential, incidental, punitive, extra-contractual, or
bad faith damages, fines and penalties, except when such damages, fines and penalties are
asserted against or imposed upon the Indemnitee (as herein defined) by a government or
private third party, at which time such damages, fines and penalties shall be deemed to be the
actual damages of Indemnitee.

9, Control of Defense of Indemnifiable Claims. Each indemnified party (each,
an “Indemnitee”) shall give the indemnifying party (“Indemnitor”) prompt notice of each
claim for which it seeks indemnification. A claim for indemnification for any matter not
involving a third-party claim may be asserted by notice to the party from whom
indemnification is sought. A claim for indemnification for any matter involving a third party
claim shall be made against the Indemnitor promptly after receipt by the Indemnitee of
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notice of the commencement of any proceeding against the Indemnitee. Failure to timely
notify the Indemnitor will not relieve the Indemnitor of any liability it may have to the
Indemnitee, except to the extent the Indemnitor’s defense of such action is prejudiced by the
Indemnitee’s failure to timely deliver such notice. The Indemnitor will be entitled, at its
election, to assume the defense of such claims (unless the Indemnitor is also a party to such
claim and joint representation would be inappropriate). If in Transferor’s reasonable
discretion Transferor requires the advice of independent counsel, the costs and fees of such
counsel shall be an expense of operation of the Managed Operations, or if such action
continues after the termination of this IMA, New Operator will pay or reimburse the
reasonable legal fees and costs of Transferor with respect to any such third-party action. If
the Indemnitor assumes the defense of a claim, Indemnitee shall have the right to be kept
regularly informed in connection with such defense, and no compromise or settlement of
such claims may be effected by the Indemnitor without the Indemnitee’s consent unless: (a)
there is no finding or admission of any violation of legal requirements or any violation of the
rights of any person and no effect on any other claims that may be made against the
Indemnitee, and (b) the sole relief provided is monetary damages that are paid in full by the
Indemnitor. If written notice is given to an Indemnitor of the commencement of any claim
and the Indemnitor does not, within ten (10) days after the Indemnitee’s notice is given, give
notice to the Indemnitee of its election to assume the defense of such claim, the Indemnitee
can control the defense of the claim and the Indemnitor will be bound by any determination
made in such claim or any compromise or settlement effected by the Indemnitee.

10.  Management Fee. For its services hereunder, New Operator shall be entitled
to a fee from Transferor (the “Management Fee”) in an amount equai to Managed
Operations’ cumulative operating revenues less all cumulative operating expenses and
liabilities resulting from operation of the Managed Operations during the Management
Period, calculated in accord with generally accepted accounting principles. New Operator
shall bear ali expenses, obligations and risks of loss relating to the Managed Operations
during the Management Period.

11. Payment of Expenses.

11.1  Except as otherwise expressly provided in the APA (including New
Operator’s agreement to pay or assume certain obligations of Transferor, and the agreement
that Transferor shall have no liability for Excluded Liabilities), all expenses incurred in the
operation of the Managed Operations which accrue prior to the Effective Time, including but
not limited to, personnel salaries and benefits, the cost of supplies and equipment for the
Managed Operations, rent, taxes, the premiums and other costs of insurance covering or
related to the Managed Operations and its operations prior to the Effective Time, shall be the
responsibility of and paid by Transferor,. However, collected income from the Managed
Operations for periods prior to the Effective Time shall be used to pay down such pre-
Effective Time costs and expenses.

11.2  Except as otherwise expressly provided in the APA or any document
provided for therein (including the agreement that New Operator shall have no liability for
Excluded Liabilities), all expenses incurred in the ordinary course of operation of the
Managed Operations which accrue after the Effective Time and during the Management
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Period, including but not limited to, personnel salaries and benefits, the cost of supplies and
equipment for the Managed Operations, rent, taxes, the premiums and other costs of
insurance covering or related to the Managed Operations and its operations, and all other
items including, but not limited to those implicated by Section 3, shall be the responsibility
of and paid by New Operator either from the revenues of the Managed Operations or from
working capital contributions made by the New Operator, which contributions are not
subject to repayment by Transferor under any circumstances.

11.3  Except as otherwise expressly provided in the APA or any document
provided for therein, solely for purposes of financial reporting, all expenses incurred in the
operation of the Managed Operations that are attributable in part to periods before and in part
to periods after the Effective Time shall be prorated between Transferor and New Operator
as of the Effective Time. To the extent that information for any such proration is not
available, Transferor and New Operator shall use their best efforts to effect such proration,
and resolve any related issues or disputes, within sixty (60) days after the Effective Time.
Nothing in this IMA shall alter the obligations of New Operator to pay or assume certain
obligations of Transferor as provided in the APA or the agreement that Transferor shall have
no liability for Excluded Liabilities.

12.  Access to Managed Operations. During the Management Period, New
Operator shall, upon reasonable notice, permit Transferor access to the Managed Operations,
including but not limited to, its business offices, files and records to close out Transferor’s
accounting and billing systems. During such period , New Operator will, at New Operator’s
reasonable cost, maintain Transferor’s computer systems in place to close Transferor’s
accounting books and New Operator will, at New Operator’s reasonable cost, provide
Transferor with reasonably adequate work space, facilities and personnel to close its
accounting records, as provided in the APA. Nothing herein shall limit New Operator’s
obligations with respect to payment of such expenses as provided in the APA.

13.  Access to Managed Operations Financial Staff. New Operator agrees to use
its best efforts and to cooperate with Transferor, at New Operator’s reasonable cost, in
collecting Transferor’s accounts receivable, completing Transferor’s billing to patients and
residents and third parties regarding goods or services sold or rendered prior to the Effective
Time or closing Transferor’s books and records to the Effective IMA Date. Nothing herein
shall limit New Operator’s obligations with respect to payment of such expenses as provided
in the APA.

14.  Records Maintenance. Notwithstanding anything contained herein to the
contrary, all medical records will be maintained and transferred subject to all applicable laws
and regulations regarding resident privacy issues, including, without limitation, HIPAA and
any similar laws or regulations. In connection with such agreement, the Parties shall enter
into a HIPAA compliant Business Associate Agreement on mutually agreeable terms.



15.  Post-Termination Obligations. Notwithstanding the termination of this IMA
and/or the expiration of the Management Period, any unexpired obligation or liability on the
part of New Operator which accrued during the term of the Management Period shall survive
any such termination and New Operator shall be and continue to be so obligated to perform
and pay in full when due all such obligation or liability.

16. Insurance. Through the acquisition of the New Operator Approvals,
Transferor shall maintain and New Operator shall timely pay for the costs incurred to
maintain during the term of this IMA comprehensive general liability, property and casualty,
workers compensation, professional liability and other insurance (E&O), automobile
insurance covering any vehicles used in connection with the Managed Operations, and
directors and officers insurance (D&O) at the levels maintained by Transferor prior to the
Effective Time, with Transferor and New Operator to be named as insureds under such
policies. Nothing herein shall be deemed to limit New Operator’s obligations with respect to
E&O, D&O, workers compensation, fiduciary insurance and other insurance coverage
requirements as provided in the APA, Such insurance shall be maintained maintenance of
the Transferor’s existing commercial general liability, property, professional liability,
commercial auto, Workers’ Compensation and other insurance of the type, and at the levels
maintained by Transferor prior to the Commencement Date (“Current Insurance™) (but
with New Operator being responsible for the costs incurred to maintain such Current
Insurance), including without limitation any deductible amounts which become due and
payable under any policy of Current Insurance during the Interim Period.

17.  Benefit and Assignment. This IMA binds and inures to the benefit of each
party hereto and its successors and proper assigns. Neither party shall be permitted to assign
its rights or obligations under this IMA without the prior written consent of the other party
hereto, which consent may be granted or denied in such party’s sole and absolute discretion;
provided, however, that nothing herein shall restrict New Operator from subcontracting any
portion of its Management Services so long as New Operator remains primarily responsible
for such subcontracted services.

18.  Notices. All notices required or permitted hereunder shall be in writing and
shall be deemed to be properly given when personally delivered to the party entitled to
receive the notice, or the next business day after being sent, overnight service, by nationally
recognized overnight courier, or upon receipt after being mailed by certified or registered
mail (return receipt requested), in each case, postage prepaid, registered or certified mail, or
if sent by facsimile, upon mechanical confirmation of successful transmission thereof (only
if such notice is also delivered by hand, or deposited in the United States mail, postage
prepaid, registered or certified mail, properly addressed to the party entitled to receive such
notice at the address stated below:



If to New Operator: Community Healthcare Partner, Inc.
[14602 Fair Oak Drive]
[Lake Elsinore, CA 92530]
Attention: Bing Lum
(323) 422-9568

With a simultaneous copy to:  Todd E. Swanson, Esq.
Hooper, Lundy & Bookman, Inc.
1875 Century Park East, Suite 1600
Los Angeles, California 90067
Telephone: (310) 551-8195
Facsimile: (310)551-8181

If to Transferor: The City of Needles
Attn: City Manager
817 Third Street
Needles, California 92363
(760) 326-2113

With a simultaneous copy to  John Pinkey, Esq.
Slovak Baron Empey Murphy & Pinkney LLP
1800 E. Tahquitz Canyon Way
Palm Springs, CA 92262
(760) 322-2275

19. Counterparts; Signatures. This IMA and any exhibits or documents to be
delivered pursuant to its terms may be executed in several counterparts and any such
executed counterpart shall constitute one IMA, binding on all of the parties hereto. This
IMA may be delivered by facsimile or electronic transmission, including by e-mail as a PDF,
and facsimile or PDF copies of executed signature pages, which shall be binding as originals.

20.  Entire Agreement; Controlling Agreement. This IMA, together with the APA
and the other Transaction Documents, constitute the entire agreement between the parties
hereto with respect to the subject matter hereof, and this IMA may not be amended, modified
or terminated except by written instrument signed by all of the parties hereto. To the extent
that the terms and conditions of this IMA conflict with the terms and conditions of the APA
or the other Transaction Documents, the APA and the other Transaction Documents shall
control and this IMA shall be deemed amended to conform to the terms and conditions of the
APA.

21.  Governing Law, Disputes. This IMA shall be governed by and construed in
accordance with the laws of the State of California.

22. Drafting. New Operator’s counsel has drafied this IMA as a matter of
convenience for the parties hereto; and the parties hereto have carefully reviewed and
negotiated the terms of this IMA, and Transferor hereby acknowledges and agrees that it has
had a full and fair opportunity to review and negotiate the IMA with the advice of its
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counsel; and accordingly any drafting errors, ambiguities or inconsistencies shall not be
interpreted against New Operator.

23.  Costs and Expenses. Except as expressly otherwise provided in this IMA,
each party hereto shall bear its own costs and expenses in connection with this IMA and the
transactions contemplated hereby.

24.  Performance. In the event of a breach by either party of its obligations
hereunder, the other party shall have the right, in addition to any other remedies that may be
available, to obtain specific performance of the terms of this IMA, and the breaching party
hereby waives the defense that there may be an adequate remedy at law.

25.  Effect and Construction of this IMA. The captions used herein are for
convenience only and shall not control or affect the meaning or construction of the
provisions of this IMA. This IMA may be executed in one or more counterparts, and all
such counterparts shall constitute one and the same instrument. Copies of original signatures
sent by facsimile transmission shall be deemed to be originals for all purposes of this IMA.
All gender employed in this IMA shall include all genders, and the singular shall include the
plural and the plural shall include the singular whenever and as often as may be appropriate.
When used in this IMA, the term “including” shall mean “including but not limited to.”

26.  Waiver, Discharge, etc. This IMA shall not be released, discharged,
abandoned, changed or modified in any manner, except by an instrument in writing executed
by or on behalf of each of the parties hereto by their duly authorized officer or
representative. The failure of any party to enforce at any time any of the provisions of this
IMA shall in no way be construed to be a waiver of any such provision, nor in any way to
affect the validity of this IMA or any part hereof or the right of any party thereafter to
enforce each and every such provision. No waiver of any breach of this IMA shall be held to
be a waiver of any other or subsequent breach.

27.  Rights of Person Not Parties. Nothing contained in this IMA shall be deemed
to create rights in persons not parties hereto, other than the successors and proper assigns of
the parties hereto.

28.  Severability. Any provision, or distinguishable portion of any provision, of
the IMA which is determined in any judicial or administrative proceeding to be prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of
such prohibition or unenforceability without invalidating the remaining provisions hereof,
and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction. To the extent permitted by applicable
law, the parties waive any provision of law that renders a provision hereof prohibited or
unenforceable in any respect.

29.  Further Assurances. Each of the parties hereto agrees to execute and deliver
any and all further agreements, documents or instruments necessary to effectuate this IMA
and the transactions referred to herein or contemplated hereby or reasonably requested by the
other party to perfect or evidence their rights hereunder.
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30.  Either party may terminate this IMA in the event: 1) they become reasonably
dissatisfied with the other party’s performance prior to the Initial Closing and New Operator
is not able to reasonably address such dissatisfaction within 90 days after receiving written
notice from Transferor detailing the bases for such dissatisfaction; or 2) the other party
breaches the terms of this Agreement or any other agreement between Transferor and New
Operator and such breach is not cured within ninety (90) calendar days after the non-
breaching party gives the breaching party written notice of the breach; provided that if more
time is reasonably needed to cure, New Operator shall have additional time to effect such
cure so long as New Operator is diligently prosecuting such cure to completion; 3) if the
Initial Closing, or Real Property Closing do not occur by the dates set forth respectfully in
Sections 2.1 and 2.2 of the First Amendment to Asset Purchase Agreement; or 4) New
Operator does not obtain licensing approval to operate the hospital under its own license by
June 30, 2013 ( or such later date approved in writing by the parties hereto); provided that if,
despite Buyer’s diligent efforts, CDPH has not issued a license to Buyer by June 30, 2013,
Buyer shall be afforded such reasonable additional time as needed to obtain such license so
long as Buyer continues to diligently prosecute receipt of such license.

{Signatures on Following Page]
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IN WITNESS WHEREQF, the parties hereto have caused this Interim Management
Agreement to be executed as of the date first written above.

“New Operator” “Transferor”
Community Healthcare City of Needles, a California Charter
Partner, Inc., City and the Needles Municipal
a California nonprofit corporation Hospital AKA The Colorado River
Medical Center

Name:

Its:
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SCHEDULE A
MANAGEMENT SERVICES AGREEMENT

1. General Management Services. The Management Services to be provided
by the New Operator during the Management Period include, but are not limited to those
summarized below.

1.1  Invoicing and collection services utilizing the Transferor’s provider
numbers and presenting claims under the Transferor’s provider agreements for the Hospital;

1.2  Timely payment of all rents, insurance, taxes, operating costs, and all
other costs and expenses relating to operation of the Managed Operations and the Assets;

1.3  Establishing credit in New Operator’s own name and purchasing in its
own name all supplies and other items necessary for the efficient operation of the Managed

Operations;

1.4  Substantially complying with all statutes and regulations of
governmental authorities applicable to the operation of the Hospital, including completion of
any plan of correction, prosecuting any protest or appeal of regulatory penalties or sanctions
on behalf of Transferor, and the payment of any fine or penalty, which is attributable to
events occurring during the Management Period; and

1.5  Providing all necessary bookkeeping and accounting for the operation
of the Managed Operations.

2. Employees and Agents. Prior to the Initial Closing under the APA,
Transferor shall provide or otherwise arrange for the services all current clinical, non-
physician staff which Transferor employs (collectively, the “Weorkforce™) in order to
support the continuing operation of the Facility; provided, however, that such workforce will
be subject to any changes by virtue of any personnel resignations or terminations or, with the
approval of both New Operator and Transferor, additions. The Workforce shall be
employees of and/or contractors to the Transferor, but New Operator shall have the authority
and responsibility to designate tasks to be performed by the Workforce in support of proper
Facility operations, and shall manage, instruct and oversee the Workforce in the manner,
means and method of accomplishing such tasks, consistent with New Operator’s
responsibilities pursuant to the IMA and its indemnification obligations pursuant to Section 8
of the IMA. If either New Operator or Transferor has concerns about the performance of, or
actions by, any members of the Workforce prior to the Initial Closing, New Operator and
Transferor shall reasonably cooperate with each other regarding possible reassignment or
other actions with respect to such member of the Workforce.
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2.1  Inthe event any material vacancies occur in the Workforce during the
Management Period, New Operator shall be responsible for recruiting, and directly hiring the
personnel needed or desired to fill such vacancy and providing the services of such new or
replacement personnel to the Facility in support of its operations; provided that Transferor
shall be consulted and have a right to provide reasonable input into the recruitment and
selection process. New Operator shall be fully responsible for meeting all employer
obligations, including without limitation all withholding and workers compensation coverage
requirements, for any such personnel directly hired by New Operator to fill vacancies.

2.2 Prior to the Initial Closing, New Operator shall support and maintain
Transferor’s current human resources management policies and procedures, including
arranging, completing and coordinated all orientation and other training, evaluations,
counseling and disciplinary activities in coordination and conjunction with RCH’s Human
Resources Department personnel.

2.3 Afier the Initial Closing, New Operator shall, except as otherwise
agreed by the Parties or legally required, employ, provide and supervise the Workforce
needed to operate the Hospital and the above-stated obligations of Transferor as employer
shall cease.

3, Hospital and Equipment Management and Maintenance. New Operator
shall provide or arrange for, and supervise, the reasonable and competent maintenance and
repair of all improvements, fixtures, furnishings, equipment, grounds, parking areas, systems
and all other tangible components of the Hospital, as reasonably necessary to keep and
maintain all aspects the Hospital in good working order and condition, subject to reasonable
wear and tear, If New Operator determines, or at least learns that, any of the furnishings,
fixtures and equipment at Hospital is in need of replacement, repair or modification, or that
any of the current use of space at the Hospital could benefit from adjustment, New Operator
shall promptly provide such recommendations to Transferor. However, any cost related to
repair or maintenance at the Hospital not incurred in the ordinary course of maintaining the
Hospital shall remain Transferor’s responsibility until the Initial Closing.

4. Patient Relations. New Operator shall manage the admissions and
discharges of residents and the management of patient contracting and relations, in
accordance with Transferor’s policies, procedures, documents and materials, and in
consultation with Transferor.

5. Risk Management and Patient Relations. New Operator shall assist
Transferor in providing risk management and patient relations services, including without
limitation: (a)identification and analysis of risk; (b) loss prevention; (c) claims management
of general and professional covered claims; (d) compliance with applicable federal and state
mandated reporting requirements; and (e) processing and responding to resident complaints.
Any risk management and resident relations services provided hereunder shall be subject to
the ultimate authority of the Transferor through the Licensure Date.
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6. Public and Community Relations and Marketing. New Operator will
assist Transferor in the development and implementation of public, community and provider
relations programs and policies, including without limitation maintaining positive relations
with physicians, nursing and other professional staff and other facilities and providers in
connection with the services provided at the Facility, consistent with all applicable Legal
Requirements; all of which shall be subject to Transferor’s reasonable prior approval prior to
the Licensure Date.

7. Third Party Payor Contracts. New Operator shall assist Transferor in
obtaining and maintaining relationships with third party payors, and negotiating contracts
with such payors on behalf of Transferor, subject to guidelines adopted, and the ultimate
approval of contracts, by the Transferor prior to the Licensure Date, to the extent permitted
by applicable Legal Requirements,

8. Special Employees. New Operator may, at its clection and at New
Operator’s cost, hire and provide the Transferor the services of an individual to serve as the
Hospital’s Chief Executive Officer (“Hospital CEQ”). New Operator may, in New
Operator’s discretion, provide other individuvals to function in administrative positions
normally occupied by Transferor employees. The Hospital CEQ and any other individuals
provided by New Operator hereunder are collectively referred to herein as the “Special
Employees”. All other personnel as necessary for the proper operation and maintenance of
the Transferor shall be employees of the Transferor through the Initial Closing. To the
extent that New Operator elects to hire and provide any Special Employees, such Special
Employees shall, subject to the ultimate authority of the Hospital Board, have the
responsibilities and authority normally associated with the administrative position they are
filling. Transferor shall remove any persons previously filling such administrative position
filled by the Special Employees and New Operator shall not be responsible for the
compensation or benefits costs associated with such removed administrative personnel.




RESOLUTION NO. 2-26-13-3 BHT

A RESOLUTION OF THE BOARD OF HOSPITAL TRUSTEES OF
NEEDLES MUNICIPAL HOSPITAL APPROVING AN INTERIM
LEASEBACK AGREEMENT BY AND BETWEEN THE
CITY OF NEEDLES AND NEEDLES MUNICIPAL HOSPITAL
AKA COLORADO RIVER MEDICAL CENTER AND
COMMUNITY HEALTHCARE PARTNER, INC., A CALIFORNIA
NONPROFIT CORPORATION, SUCH APPROVAL BEING SUBJECT
TO AND CONDITIONED UPON APPROVAL FROM THE BUREAU
OF LAND MANAGEMENT OF SAID INTERIM LEASEBACK AGREEMENT

WHEREAS, the City of Needles, Needles Municipal Hospital aka Colorado River
Medical Center (“CRMC”), and Community Healthcare Partner, Inc. (“CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, CHP is receiving all assets used in the operation of the hospital, including
lease of the real property, except for the pharmacy assets and certain licensee required contracts
which will be transferred at a later date upon CHP’s receipt of its own licenses and permits
needed to operate all of the hospital business in its own name and right; and

WHEREAS, CHP desires that the City of Needles and Needles Municipal Hospital aka
Colorado River Medical Center remain in legal possession of the hospital so that their licenses
will remain in effect until such time as CHP has obtained its own licenses and permits; and

WHEREAS, City, Hospital and CHP are entering into this Interim Leaseback Agreement
pursuant to and in consideration of an Interim Management Agreement between the parties
which they are separately entering into.

NOW, THEREFORE, BE IT RESOLVED that the Board of Hospital Trustees of Needles
Municipal Hospital hereby approves an Interim Leaseback Agreement by and between the City
of Needles and Needles Municipal Hospital aka Colorado River Medical Center and Community
Healthcare Partner, Inc., such approval being subject to and conditioned upon written approval
from the Bureau of Land Management of said Interim Leaseback Agreement.

BE IT FURTHER RESOLVED that the President is hereby authorized and directed to
sign same for and on behalf of the Board of Hospital Trustees.

PASSED, APPROVED AND ADOPTED at a special joini meeting of the Board of

Hospital Trustees of Needles Municipal Hospital and the City Council of the City of Needles
held on the 26th day of February, 2013, by the following roll call vote:

\WNeedles_server\Cheryl\hosp boardiresolution - Comm Hithcare Partuier - interim leaseback agreement (Feb '13).doc



RESOLUTION NO. 2-26-13-3 BHT
(Page Two)

AYES:

NOES:
ABSTAIN:
ABSENT:

President

ATTEST:

Clerk of the Board
APPROVED AS TO FORM:

Hospital Attorney
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RESOLUTION NO. 2013-10

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF NEEDLES, CALIFORNIA, APPROVING AN INTERIM
LEASEBACK AGREEMENT BY AND BETWEEN THE
CITY OF NEEDLES AND NEEDLES MUNICIPAL HOSPITAL
AKA COLORADO RIVER MEDICAL CENTER AND
COMMUNITY HEALTHCARE PARTNER, INC., A CALIFORNIA
NONPROFIT CORPORATION, SUCH APPROVAL BEING SUBJECT
TO AND CONDITIONED UPON APPROVAL FROM THE BUREAU
OF LAND MANAGEMENT OF SAID INTERIM LEASEBACK AGREEMENT

WHEREAS, the City of Needles, Needles Municipal Hospital aka Colorado River
Medical Center (“CRMC”), and Community Healthcare Partner, Inc. (“CHP”) entered into an
Asset Purchase Agreement dated as of September 25, 2012 and certain other documents in
connection with the sale of CRMC; and

WHEREAS, CHP is receiving all assets used in the operation of the hospital, including
lease of the real property, except for the pharmacy assets and certain licensee required contracts
which will be transferred at a later date upon CHP’s receipt of its own licenses and permits
needed to operate all of the hospital business in its own name and right; and

WHEREAS, CHP desires that the City of Needles and Needles Municipal Hospital aka
Colorado River Medical Center remain in legal possession of the hospital so that their licenses
will remain in effect until such time as CHP has obtained its own licenses and permits; and

WHEREAS, City, Hospital and CHP are entering into this Interim Leaseback Agreement
pursuant to and in consideration of an Interim Management Agreement between the parties
which they are separately entering into.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Needles,
California, hereby approves an Interim Leaseback Agreement by and between the City of
Needles and Needles Municipal Hospital aka Colorado River Medical Center and Community
Healthcare Partner, Inc., such approval being subject to and conditioned upon written approval
from the Bureau of Land Management of said Interim Leaseback Agreement.

BE IT FURTHER RESOLVED that the Mayor is hereby authorized and directed to sign
same for and on behalf of the City of Needles.

PASSED, APPROVED AND ADOPTED at a special joint meeting of the City Council

of the City of Needles, California, and Board of Hospital Trustees of Needles Municipal Hospital
held on the 26th day of February, 2013, by the following roll call vote:
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RESOLUTION NO. 2013-10
(Page Two)

AYES:

NOES:
ABSTAIN:
ABSENT:

Mayor

(SEAL)

ATTEST:

City Cletk

APPROVED AS TO FORM:

City Attorney
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INTERIM LEASEBACK AGREEMENT

THIS INTERIM LEASEBACK AGREEMENT (the “Leaseback Agreement™) is made and
entered into as of 2013, by and between CITY OF NEEDLES, A CALIFORNIA
CHARTER CITY AND THE NEEDLES MUNICIPAL HOSPITAL AKA THE COLORADO
RIVER MEDICAL CENTER (“Tenant”), and COMMUNITY HEALTHCARE PARTNER, INC,,a
California corporation or its permitted assignee (“Landlord”).

RECITALS

A. Tenant and Landlord have entered into that certain Asset Purchase Agreement dated
as of September 25, 2012, as amended (the “APA”™) , and certain other documents executed in
connection therewith (the “Transaction Documents”).

B. Landlord is receiving all assets used in the operation of the Hospital (as defined in the
APA) including directly leasing all of the Real Property (as defined in the APA), except that the
pharmacy assets of the Hospital and certain licensee required contracts shall be transferred later upon
the Buyer’s Licensure Date (as defined in the IMA).

C. Tenant and Landlord are entering into this Leaseback Agreement pursuant to and in
consideration of an Interim Management Agreement (“IMA”) which they are separately entering
into.

D. Until the Buyer’s Licensure Date, Landlord desires for Tenant to remain in legal
possession of the Hospital so that Tenant’s Hospital licenses will remain in effect.

E. Landlord desires to lease and, with respect to Real Property sublease, all of the
tangible assets used in the operation of the Hospital to Tenant and Tenant desires to so lease and
sublease such Hospital assets from Landlord, on the terms and conditions hereinafter set forth.

NOW, THEREFORE, in consideration of the covenants and conditions contained herein, and
for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereby agree as follows:



1. DEFINITIONS. Any capitalized term appearing herein which is not defined shall
have the same definition as ascribed under the APA or IMA, as applicable. All references herein to
the lease of the Leased Premises to Tenant shall be deemed to constitute the sublease of all Real
Property and the lease of all other property included within the Leased Premises.

2. DESCRIPTION OF THE PREMISES. Landlord hereby subleases to Tenant and
Tenant subleases from Landlord all of the Real Property and Landlord also hereby leases to Tenant
and Tenant leases from Landlord all of other furnishings, equipment and tangible personal property
used in the operation of the Hospital. (collectively, the “Leased Premises™).

3. TERM; TERMINATION.

3.1 Term. The term of this Leaseback Agreement shall commence at the
Effective Time at the Initial Closing (as defined in the APA), and shall continue until terminated in
accordance with the terms of Section 3.2 hereof.

3.2  Termination of IMA. This Leaseback Agreement shall be deemed terminated
concurrent with Buyer’s Licensure Date, but in any event not later than June 30, 2013, unless
extended in writing signed by the parties hereto.

4. PAYMENTS BY LANDLORD.

4.1  Utilities. Landlord shalt pay all water, gas, heat, light, power, telephone
service, and all other utilities and services supplied to the Leased Premises during the term hereof.

4,2  Taxes. Landlord shall pay all real and personal property taxes, assessments
and levies of any kind or nature whatsoever taxed, assessed, levied or imposed upon or against the
Leased Premises during the term hereof.

43  Insurance. Landlord shall pay all insurance premiums for insurance covering
the Leased Premises during the term hereof. Landlord covenants and agrees that all of the property
constituting the Leased Premises is covered as of the date hereof and will be covered at all times by
general liability, fire, theft and physical damage insurance. All such insurance shall name Landlord
and Tenant as insureds as their respective interests may appear.

44  Repairs and Maintenance; Alterations. Landlord shall pay all costs of
repairing (including replacement of) and maintaining the Leased Premises and every part thereof in
good and sanitary order, condition and repair during the term hereof, reasonable wear and tear
excepted, including, without limitation, all costs of all repairs, replacements and maintenance
required by any applicable governmental law, statute, ordinance, rule or regulation, Tenant shall not
make any alterations or changes to the Leased Premises without prior written approval of Landlord
which may be given or withheld in Landlord’s sole discretion.




5. USE. The Leased Premises shall be used for the operation of the Hospital, subject to
the terms of the APA and the IMA.

6. MISCELLANEOUS.

6.1  Further Assurances. Each of the parties hereto agrees to execute and deliver
any and all further agreements, documents or instruments necessary to effectuate this Leaseback
Agreement and the transactions referred to herein or contemplated hereby or reasonably requested by
the other party to perfect or evidence their rights hereunder.

6.2  Notices and Demands. All notices and demands, requests, consents,
approvals, and other similar communications under this Leaseback Agreement shall be in writing
and shall be sent by personal delivery or by either (a) United States certified or registered mail,
return receipt requested, postage prepaid, or {b) Federal Express or similar generally recognized
overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant: City of Needles
Attn: City Manager
817 Third Street
Needles, California 92363
(760) 326-2113

If to Landlord: Community Healthcare Partner, Inc.
[14602 Fair Oak Drive}
[Lake Elsinore, CA 92530]

Attention: Bini Lum

Any notice so given by mail shall be deemed to have been given as of the date of delivery (whether
accepted or refused) established by U.S. Post Office return receipt or the overnight carrier’s proof of
delivery, as the case may be, whether accepted or refused. Any such notice not so given shall
deemed given upon receipt of the same by the party to whom the same is to be given. Any party
hereto may designate a different address for itself by notice to the other party in accordance with this
Section 7.2.

6.3  Payment of Expenses. Each party hereto shall bear its own legal, accounting
and other expenses incurred by Landlord and Tenant in connection with the preparation and
negotiation of this Leaseback Agreement and the consummation of the transaction contemplated
hereby, whether or not the transaction is consurmated.

6.4  Entire Agreement: Amendment; Waiver. This Leaseback Agreement,
together with the other agreements referred to herein, constitutes the entire understanding between
the parties with respect to the subject matter hereof, superseding all negotiations, prior discussions
and preliminary agreements. This Leaseback Agreement may not be modified or amended exceptin
writing signed by the parties hereto. No waiver of any term, provision or condition of this




Leaseback Agreement in any one or more instances, shall be deemed to be or be construed as a
further or continuing waiver of any such term, provision or condition of this Leaseback Agreement.
No failure to act shall be construed as a waiver of any term, provision, condition or rights granted
hereunder. To the extent that the terms and conditions of this Leaseback Agreement conflict with
the terms and conditions of the APA or the other Transaction Documents, the APA and the other
Transaction Documents shall control and this Leaseback Agreement shall be deemed amended to
conform to the terms and conditions of the APA.

6.5  Assignment. Neither this Leaseback Agreement nor the rights, duties or
obligations arising hereunder shall be assignable or delegable by Tenant or Landlord without the
prior written consent of the other party, which may be granted, denied or conditioned in such party’s
absolute discretion except that Landlord may assign this Leaseback Agreement in connection with
any permitted assignment under the IMA. Subject to the foregoing, this Leaseback Agreement shall
be binding upon, and inure to the benefit of, the respective successors and assigns of the parties
hereto.

6.6  Joint Venture; Third Party Beneficiaries. Nothing contained herein shall be
construed as forming a joint venture or partnership between the parties hereto with respect to the
subject matter hereof. The parties hereto do not intend that any third party shall have any rights
under this Leaseback Agreement.

6.7  Captions. The section headings contained herein are for convenience only and
shall not be considered or referred to in resolving questions of interpretation.

6.8  Counterparts; Signatures. This Leaseback Agreement may be executed and
delivered via facsimile and in one or more counterparts and all such counterparts taken together shall
constitute a single original agreement. This Leaseback Agreement may be delivered by facsimile or
electronic transmission, including by e-mail as a PDF, and facsimile or PDF copies of executed
signature pages, which shall be binding as originals.

6.9  Governing Law. This Leaseback Agreement shail be governed in
accordance with the laws of the State of California without regard to the conflict of rules of such
State.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
[SIGNATURE PAGE FOLLOWS]




[Signature Page to Interim Leaseback Agreement]

IN WITNESS WHEREOQF, the undersigned have executed this Leaseback Agreement as
of the date first written above,

LANDLORD: TENANT:
Community Healthcare Partner, Inc. City of Needles, a California Charter City

and the Needles Municipal Hospital AKA
The Colorado River Medical Center

By:
Name: By:
Its: Name:

Its:
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FIRST AMENDMENT TO ASSET PURCHASE AGREEMENT _________"{styte pefintion C)
™~ { Formatted: Font: Times New Roman )
This First Amendment to Asset Purchase Agreement (the “Amendment”) is made and
. { Formatbed: Font: Tines New Roman }

entered into as of darueryFebruary , 2013 (“Amended Effective Date”) by and among CITY OF
NEEDLES, A CALIFORNIA CHARTER CITY AND THE NEEDLES MUNICIPAL HOSPITAL
AKA THE COLORADO RIVER MEDICAL CENTER (“Seller”) on the cne hand, and
COMMUNITY HEALTHCARE PARTNER, INC., a California nonprofit corporation (“Buyer™), on

the other hand.

RECITALS

A.  Seller and Buyer have entered into that certain Asset Purchase Agreement dated as of
September 25, 2012, as amended (the “APA™), and certain other documents executed in connection
therewith (collectively, the “Transaction Documents™). Any capitalized terms used but not defined
in this Amendment shall have the meaning, if any, attributed to such term in the APA.

B. Included in the Acquired Assets to be transferred to Buyer pursuant to the APA is the
Real Property on which the Hospital is operated. Approximately 2.3 acres of the Real Property (the
“BLM Parcel”) was obtained by the City pursuant to a patent from the Bureau of Land Management
{(“BLM") and the BLM Parcel is subject the covenants, restrictions and BLM reversionary and other
rights and interest running with and otherwise affecting the BLM Parcel.

C. In order to ultimately transfer all of the Real Property free and clear, including
without limitation free of the BLM interests, Buyer and Seller have agreed to jointly pursue a

process by which Seller will purchase the federal reversionary interest related to the BLM Parcel (the
“BLM Clearance2-end-prompt horaaHa ansfer-theReal-Rroperbto-Buyertreeand

i i ). However, such process is estimated
to take approximately one year, which will be longer than is practical for purposes of closing the
transactions under the APA. Therefore, in order to expedite an initial closing under the APA, the

Parties have agreed to (a) defer the sale of the Real Propetty, and related closing actions, to-be
Hreeol H ' eas addressed further herein, (b) lease
the Premises to Buyer-puwsuané.on an interim basis pending receipt of the BLM Clearance, and ()

conduct an initial closing with respect to substantially all Acquired Assets other than the Real
Property.

D. Seller and Buyer further desire to close the APA transaction in all respects other than
for matters relating to the Real Property as soon as possible, even-before-Buyerhas-obtainedts

2yprior to th the “Buyer Licensure Date”) on which Buyer has received all
of its. own licenses and permits needed to operate all of the Hospital Businesses in its own name and
right, including the acuie care licenses issued by the California artment_of Public Health
(“CDPH*) for the Hospital (each a “Hospital License”: collectively, the “Hospital Licenses™) and

receipt by Buyer of a tie-in notice and the authority to bill CMS in its own name and right for goods

H3HoaH 131492.2]
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to collectively as the, “New Operator Approvals™). Acgggdpg}x, _Sgl_le_r_apc_l Buyer have agreed__ . - .. - { Formatted: Font: Times New Roman )
to have an initial closing nevertheless occur but, in order to maintain continuing licensed operation
of the Hospital, and providing for earlier transfer of economic responsibilities associated with such
operations to Buyer, the Parties will enter into (a) Interim Management Agreement, and (b) Interim
Leaseback Agreement to remain in effect until Buyer obtains its own license and other approvals to

operate the Hospital.

E. In support of the precedmg goals, and to address other related issues, Seller and
Buyer desire to Amend the APA, in accordance with the terms and conditions set forth in this
Amendment.

AMENDMENT

1, Pursuit of BLM Clearance. The Parties shall diligently cooperate with each other to
pursue and obtain the BLM Clearance as soon as reasonably possible. The Parties shall also
diligently cooperate to obtain any BLM consent needed in connection with the Interim Lease

(addressed below), which BLM consent to the Interim Lease shall also be a condition to Buyer's
ebligation-the effectiveness of the Interim Lease Agreement (as defined below) and fo elesesthe | {W DeltaView Insertion, Fork: Times

Initial Closing. The Buyer and Seller shall equally share respensibility—forthe cost of the _ . - rormatted: Font: Times New Roman )

application fee and appraisal fee associated with the BLM Clearance application. Hewever; ™ { Formsatted: Font: Tines New Roman )
Notwithstanding anything herein to the contrary. Seller’s contribution to the cost of the application

and gpgransal fee shall not exceed $4,000.00. The Buyer IS-WIHIHQ—!B—G‘GB'ShaI] advance suehthe __ - “,Fammetted: Font: Times New Roman )

"~ - { rormatted: Font: Times New Roman ]

- - { Pormatbed: Font: Times New Romen )

"~ { rormtedt: Font: Times New Roman ]

‘{F_otmalted Font: Times New Roman ]

| rormatted: Font: Times New Roman ]

{ romamd DeitaView Tnsertion, Font: Times

Formatl:ed: Font: Times New Roman )

sueh-buy-eul-eesls-agamst-t-he-PafehasePﬂee- otwithstanding anvthing herein to the contrary, “‘\‘.‘%W For Timos New Roman )

Seller’s contribution to the purchase cost and related transfer fees shall not exceed $75.000.00. The _ .\[ Formatbed: Font: Times New Foman )

Parties shall be responsible for their own legal fees and costs incurred in connection with pursumg \ \{ Forsmatbent: For; Thmes low Roman )

the BLM Clearance. Buver shall advance any purchase cost and related transfer fees and will \ S TerE——— ]
receive a 50% credit not to exceed $75.000.00 agajnst the Purch rice for the purchase cost an

transfer fees ‘[romumd Font: Times New Roman ]

it fliefieiielieifiel e <{ rormsattad: Font: Times New Roman ]

2. Two Step Closing. The Closing as contemplated by the APA shall be divided into
two stages, consisting of an Initial Closing and Real Property Closing, as addressed below.

2.1 Initial Closing. Subject to the satisfaction or waiver by the appropriate Party
of conditions precedent to closing, and other applicable provisions in the APA, as hereby amended,

HIH6H 13149222
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other than those solely related to the sale and transfer of the Real Property and completion of the
Real Property Matters (as addressed below), the Parties shall initially close on the sale of all
Acquired Assets other than the Real Property, and except as otherwise addressed at Section 3.4, by
the Qutside Closing Date (“Initial Closing”). The Initial Closing shall occur immediately-uponas
soon as possible, but in no case later than 30 days, after BLM approving the Interim [ease attached
hereto as Exhibit “A” or by June 30, 2013, whichever occurs first. Accordingly, all references in__ . - { Formatted: Font: Times New Roman )
the Agreement to the Closing shall be deemed to refer to the Initial Closing, with respect to
substantially all Acquired Assets other than the Real Property and all closing steps, assumption and
retention of labilities, transition of employees and other matters other than the Real Property

Matters. For purposes of the Initial Closing, the Outside Closing Date shall be Febriary-28June 30, .- { Pormatbed: font: Times New Romen ]
2013, unless extended by mutual agreement of the Parties,

22  Real Property Closing. The closing of the sale and purchase of the Real
Property (“Real Property Closing™) will take place as soon as reasonably possible, but in any case

within forty-five (45) days after receipt of the BLM Clearance: or by Febryary 28, 2015, whichever

oceurs first. In the event BLM clearance is not obtained by February 28, 2015, the Interim 1ease
shall be extended for 28 years or as lon legally permissible with a rental rate of $1.00 (One
Dollar) per vear provided that Buyer has paid Seller the full Purchase Price of $2.577.000.00.
During the term of said extended lease and provided Buyer has paid Seller the full Purchase Price of
$2.577,000, Buyer shall have an option to purchase the Real Property held by Seller for the price of
$1.00 (One Dollar) , The provisions in the APA dealing directly with the sale and transfer of the__ _ - { Formatbed: Font: Times New Romon ]

Real Property, including without limitation those relating to title (Sections 6.1(d), 6.3,7.2, and 9.6)
and the Parcel Map (Sections 6.8 and 9.3)), conditions to closing and deliverables in connection with _ . | rormatted: Fort: Times New Roman )

the Real Property, including without limitation closing certificates related to any representations
relating to the Real Property, FIRPTA certificates and incumbency certificates (collectively, “Real
Property Matters™) shail apply through and as of the Real Property Closing rather through and as of
Initial Closing.

3. Additional Deliveries and Adjustments. In light of the staging of the closing under
the APA into the Initial Closing and Real Property Closing, and the desire to undertake the Initial
Closing prior to receipt by Buyer of its Licenses (which is otherwise a condition to closing), the
Parties agree to close pursuant to an interim management/leaseback arrangement, and in connection
therewith undertake the additional steps set forth below.

3.1 Seller, as lessor and Buyer, as lessee, shall enter into an Interim Lease
Agreement, commencing effective as of the Effective Time, in substantially the form attached hereto
as Exhibit A (“Interim Lease Agreement™), pursuant to which Buyer shall occupy and operate the
Hospital until the Real Property Closing.

3.2 The Parties shall enter into an Interim Management Agreement in
substantially the form of Exhibit B attached hereto (“Interim Management Agreement”), whereby
Seller shall, as soon as reasonably possible after execution of this Amendment, engage Buyer to
manage and assume financial responsibility for the Hospital operations pending receipt by Buyer of
its own Licenses to operate the Hospital.

e 1349223
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3.3 The Parties shall, effective as of the Effective Time, enter into a Interim
Leaseback Agreement, in substantially the form of Exhibit C attached hereto (the “Imterim
Leaseback Agreement”), whereby Purchaser shall sublease the Hospital premises and lease related
equipment back to Seller, pursuant to which Seller shall maintain occupancy rights as legally
required for Seller to remain the licensee of the Hospital until the Buyer Licensure Date,

3.4  Consistent with applicable Legal Requirements in connection to the proposed
interim management arrangements, those Acquired Assets used exclusively in the operation of the
Hospital’s pharmacy and the employment of the pharmacist-in-charge and contracts required to be
held by the Hospital, as licensee of the Hospital (collectively, “Licensee Contracts™), shall not be
transferred at the Initial Closing. Instead, such pharmacy assets and the those Licensee Contracts
that are Assumed Contracts shall be subsequently transferred to Buyer effective as of the Buyer
Licensure Date; provided, however, that expenses related thereto after the Initial Closing shail be the
responsibility of Buyer under the Interim Management Agreement.

4. Modifications to Deposit and Purchase Price, In connection with the other
modifications addressed in this Amendment, the Parties agree to the following modifications
regarding deposits and the purchase price.

4.1

Management-AgreementConcurrent with the execution of this Amendmen% Buyer shall, as

additional evidence of its readiness to close, deposit an additional Two Million One Hundred

disbursed to pay the Initiat Closing Purchase Price (as defined below) and any remaining funds shall
be retained in Escrow for the Real Property Closing. If the APA for any reason terminates prior to

the Initial Closing, the Additional Deposit of $2,100,000.00 shall be immediately returned to Buyer__

and the Good Faith Deposit shall be handled as provided in the APA. The Parties shall amend the
Good Faith Deposit Agreement as needed to document the foregoing,

($2,8080200,000) of the Purchase Price (the “Initial Closing Purchase Price):7)] ,and other costs

payable by Buyer not related to the Real Property Closing, shall be delivered by wire transfer ~
through Escrow to a depesitary account designated by Seller._Said funds shall be non-refundable,

4.3  Atthe Real Property Closing, the remainder of the Purchase Price (net of the
Initial Closing Purchase Price), less any adjustments and less the SDRP Holdback, if applicable (as
addressed below), plus any other costs payable by Buyer in connection with the Real Property
Closing, shall be delivered by wire transfer through Escrow to a depositary account designated by
Seller.

s. CMS Self Disclosure Matters. Seller’s has pending a filing with the Centers for

Medicare and Medicaid Services (“CMS”) under CMS’s Self Disclosure Reporting Protocol
{“SDRP Matter™), which could subsequently lead to claims by CMS against Buyer (as assignee of

H0 1399224
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the Hospital’s Medicare number and agreement), and Buyer will have an indemnification right
against Seller for such potential liability. Furthermore, CMS is requiring that Buyer, once it
becomes the Medicare provider at the Hospital, continue such SDRP Matter through to resolution if
the SDRP Matter is not already then resolved. In light of these developments, upon receipt of a

Real Property Purchase Price. If the SDRP Matter is still pending as of the Real Property Closing,
then Buyer shall have the right to hold back an amount from the Real Property Purchase Price equal
1o the possible exposure under the SDRP Matter and reasonably budgeted continuing SDRP Defense
Costs. Upon final resolution of the SDRP Matter, any funds held back by Buyer in excess of the
final payment to CMS and related SDRP Defense Costs shall be promply paid to Seller.

6. General.

6.1  The Parties agree to cooperate with each other to take such further actions,
and provide such further documents as reasonably determined by the Parties to be necessary or
recommended to further implement the modifications to the APA contemplated in this Amendment.

6.2 Except to the extent expressly set forth in this Amendment, all of the
provisions of the APA, are, and shall continue to be, in full force and effect in accordance with their
respective terms, and each Seller and Buyer shall remain obligated to comply with all of such party’s
obligations contained in the APA, and all references in the APA to the “Agreement” shall be deemed
to be references to the Agreement as hereby amended.

6.3  In the event of any conflict between the terms of this Amendment and the
terms of the APA, the terms in this Amendment shall be controlling and supersede such conflicting
terms.

64  This Amendment may be executed by one or more of the parties hereto on any
number of separate counterparts (including by telecopy), and all of said counterparts taken together
shall be deemed to constitute one and the same instrument. This Amendment may be delivered by
facsimile or electronic transmission, including by e-mail as a PDF, and facsimile or PDF copies of
executed signature pages, which shall be binding as originals.

7.0 Right of First Refusal. Buyer grants to Seller a right of first refusal, Buyer agrees
that prior to offering—The the Real Property and/or the hospital for sale or lease {0 any other person
or entity, Buver will make 3 written offer to Seller on the same terms and conditions it intends to
offer to a third party, person or entity. Selier shall have 2630 days after receipt of Buyer’s offer to
accept Buver’s offer in writing. Should Seller not accept Buyer's written offer within 9930 days
after receiving same, Buver shall be free to proceed with a sale or lease to a third party, person or

A e e e e M E EEE—E e m e — o — — — m A EmEE T —————— — — — o meE == = = = — == = = m == ===
T Untess we are able to get fisll access to the SDRP materials prior to signing the F irst

Amendment we will need to keep this in.
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entity. [tis acknowledped, however, that any subsequent lease or sale of the hospital by Buyer will
be subject to the Attorney General's approval and approval process.

.. - rormattad: Font: Times New Roman
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IN WITNESS WHEREOF, the parties
executed as of the date first written above,

“SELLER”
THE NEEDLES
MUNICIFAL HOSPITAL

AKA COLORADO RIVER
MEDICAL CENTER

By:

Name:

Title:

A California Charter City

By:

Name:

Title:

H3HoMHI3140227
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hereto have caused this First Amendment to be

“BUYER” +- - - { Formatted Table ]

COMMUNITY HEALTHCARE
PARTNER, INC.

By:

Name:

Title:
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EXHIBIT A
INFTERIM LEASE AGREEMENT

[See Attached]
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EXHIBITB

INTERIM MANAGEMENT AGREEMENT




EXHIBIT C

INTERIM LEASEBACK AGREEMENT

[See Attached]
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INTERIM LEASE AGREEMENT

BY AND BETWEEN

THE NEEDLES MUNICIPAL HOSPITAL
AKA COLORADO RIVER MEDICAL CENTER

(“LESSOR”)
AND

COMMUNITY HEALTHCARE PARTNER, INC.
(“LESSEE”)

DATED AS OF JANUARY 2013

N
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LEASE AGREEMENT

THIS INTERIM LEASE AGREEMENT (“Lease”), made as of 12:00:01 (“Effective Time™)
on , 2013 (“Effective Date”), by and between The Needles Municipal Hospital AKA The
Colorado River Medical Center (“Lessor™), whose address is 1401 Bailey Avenue, Needles,
California 92363, and Community Healthcare Pariner, Inc., a Califomia nonprofit corporation
(“Lessee™), whose address is [14602 Fair Qak Drive, Lake Elsinore, CA 92530]. Lessorand Lessec
are sometimes referred to collectively as the “Parties” and individually as a “Party.”

RECITALS

A, Lessor, as Seller, and Lessee, as Buyer, have entered into that certain Asset Purchase
Agreement dated as of September 25, 2012, as amended (the “APA™), and certain other documents
executed in connection therewith {collectively, the “Transaction Documents™). Any capitalized
terms used but not defined in this Lease shall have the meaning, if any, attributed to such term in the
APA.

B. Lessor owns and operates the Hospital located on the Premises and the Hospital
Businesses (as defined in the APA) related thereto, including Premises covered by this Lease,

C. Included in the Acquired Assets to be transferred to Lessee pursuant to the APA is the
Real Property on which the Hospital is operated. Approximately 2.3 acres of the Real Property (the
“BLM Parcel”) was obtained by the City pursuant to a patent from the Bureau of Land Management
(“BLM”) and the BLM Parcel is subject the covenants, restrictions and BLM rights running with
and otherwise affecting the BLM Parcel.

D, Acsordingly, pursuant to the APA, Lessor and Lessee are pursuing a process by

Parcel (the “BLM Clearanc

Prepefby—&nehadmg—ﬁue—BEM—Pﬂf&&B%eﬁsse&)lHowever, such process is estimated to take

approximately one year, which will be longer than is practical for purposes of closing the
transactions under the APA. Therefore, in order to expedite the Initial Closing under the APA, the
Parties have agreed to (a) defer the sale of the Real Property, and related closing actions, as set forth

| Formatbed: Font: Times New Roman
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in Section 2.2 to be conducted pfe-mpﬂy-upon the earlier of: 1) receipt of the BLM Clearance; 2)or |

February 28, 201 §, and (b) lease the Premuses to Lessee pursuant to this Lease on an interim basis_~

pending receipt of the BLM Clearance.
AGREEMENT

1. Lease of Premises and Equipment. In consideration of the rents and covenants
herein stipulated to be paid and performed by Lessee and upon the terms and conditions herein
specified, Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the property
commonly known as The Colorado River Medical Center consisting of: (i) the parcel(s) of land
located in Needles, $an Bernardino County, California, as described on Schedule A attached hereto
and made a part hereof for all purposes (the “Land™); (ii) all buildings, structures, “Fixtures” (as

1134872 1
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hereinafier defined) and other improvements of every kind including, but not limited to, alleyways
and connecting tunnels, sidewalks, utility pipes, conduits and lines {on-site and off-site), parking
areas and roadways appurtenant to such buildings and structures presently situated vpon the Land
(collectively, the “Improvements™); (iii) all machinery, fixtures, and other items of property,
including all components thereof, now and hereafter permanently affixed to or incorporated into the
Improvements, including, without limitation, all furnaces, boilers, heaters, ¢lectrical equipment,
heating, plumbing, lighting, ventilating, refrigerating, incineration, air and water pollution control,
waste disposal, air-cooling and air-conditioning systems and apparatus, sprinkler sysiems and fire
and theft protection equipment, all of which to the greatest extent permitted by law, are hereby
deemed by the parties hereto to constitute real estate, together with all replacements, modifications,
alterations and additions thereto, (collectively the “Fixtures”) and (iv) all easements, rights and
appurtenances relating to the Land and the Improvements (coliectively, the “Appurtenant Rights™).
The Land, the Improvements, Fixtures and the Appurtenant Rights are hereinafter referred to
collectively as the “Premises.”

2. Term.—The As a condition precedent to the effectiveness of this Lease, the Parties
shall have obtained any necessary consent of the BLM to this Lease. Subject to the foregoing

sentence, the Premises are leased for a term commencing as of the Effective Time on the Effective

Date (the “Commencement Date”) and continuing until receipt of the BLM Clearance and sale and
transfer of the Real Property to Lessee pursuant to the Real Property Closing under the APA, but in

any event not later than February 28, 2015,

Numbering Style: 1, 2, 3, ... + Startat: 1 +
Aligrment: Left + Aligned at: 0.5" + Tab after:

3. Amount and Manner of Payment of Rent. =~ - - 4 Formatted; Outline numbered + Level: 1 +
1" + Indent at: 0", Widow/Crphan cornines

3.1  Rent. Lessee shall pay to Lessor in lawful money of the United States, each

month, as monthly payment of rent, One Thousand Dollars ($1,000) (the “Rent”)

Closing in an amount equal to the aggregate Rent paid by Lessee under this Lease through such Real

Property Closing:._L - { Formatyad: Font: Times New Roman

4, Covenants of Lessee and Lessor.

4.1 Payment of Rent. Lessee shall pay Rent in the manner provided in Section 3
without notice, demand or setoff. Lessee’s obligations under this L ease. including obligations to pay
for all costs related to use and occupancy of the Premises (including without limitation taxes,
insurance. maintenance, and upkeep), make this Lease a “triple-net™ lease. For purposes of greater
clarity, the maintenance and upkeep obligations of Lessee include, without limitation, maintenance
and upkeep ef the parking lot, roof, air conditioning and heating systems. and removal of trash and
other refuse, landscaping, cleaning and janitorial services. Except as specifically provided herein,

48T 121487 2 2
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Lessor shall have no obligation to bear any expense of ownership, operation or maintenance of the
Premises. During the Interim Lease, neither Lessor nor Lessee shall be obligated under this

Agreement to make capital Improvements to the real property or the improvements thereon.

or replacement Improvements, as they then are), except for ordinary wear, tear, deterioration and
obsolescence and damage by fire or other casualty. However, in light of the short term, interim

constitute capital improvements.

4.3  Taxes and Utilities. Lessee shall pay, prior to delinquency: all taxes,
assessments, levies, fees, water and sewer rents and charges, and all other governmental charges,
general and special, ordinary and extraordinary, foreseen and unforeseen, which are allocable to the
Term hereof, and which (i) are imposed or levied upon or assessed against the Premises, or (ii) arise
out of the operation, possession or use of the Premises. Lessee shall not be required to pay any
franchise, estate, inheritance, transfer, income or similar tax of Lessor unless such tax is imposed,
levied or assessed in substitution for any other tax, assessment, charge or levy which Lessee is
required to pay pursuant to this Section 4.3. Lessee will famish to Lessor, promptly after demand
therefor, proof of payment of all items referred to above which are payable by Lessee. If any such
assessment may legally be paid in installments and is not delinquent, Lessee may pay such
assessment in installments; in such event, Lessee shall be liable only for installments which accrue
during the term hereof. Lessee shall promptly notify Lessor in writing that it has elected to pay such
assessment in installments,

44  Compliance With Laws.Lessee-shaellpromptly cause-the-Premiseste

Lessor represents and warrants that except as described in Schedule 4.5 of the APA or as otherwise

confidentially disclosed. prior to execution of thig Lease, to Buver in a written communication, to the
Knowledge of Lessor, Lessor is in compliance, in all materiai respects, with all Legal Requirements
applicable to the Hospital Businesses.

H34489-411314872 3




DRAFT

2007113

45  Insurance. _ . - { rormathed: Font: Times New Rorman

(@)  During the term of this Lease, and until Lessee witiobtains its own .- { Formatted: font: Times New Roman

licensing to operate the hospital, Lessor shall, at Lessee’s expense and tor the mutual benefit of

Lessor and Lessee, maintain insurance on the Premises of the following character: (and naming _ .- { Formattad: Font: Times New Roman

Lessor as loss payee and Lessee as additional insured, as appropriate, for all coverage):; . - { Forwatted: Font: Times New Roman

(] Insurance against loss by earthquake, fire, flood, lightning,
vandalism, malicious mischief and other risks which at the time are included under “extended
coverage” endorsements with respect to the Premises, in an amount not less than 100% of the actual
replacement value of the Improvements, exclusive of foundations, excavations, parking areas, drives,
underground utilities and all other land improvements.

(i)  Comprehensive public liability insurance against claims for
bodily injury, death or property damage occurring on, in or about the Premises and adjoining streets
and sidewalks, in the amounts of $3,000,000 for bodily injury or death in any one occurrence and
$1,000,000 for property damage.

(i} Worker’s compensation insurance (including employers’
liability insurance, if requested by Lessor) to the extent required by the law of the state in which the
Premises are located and to the extent necessary to protect Lessor and the Premises against worker’s
compensation claims.

_ . { Formatted: Font: Times New Roman

(b}  Lessee will maintain professional liability insurance in the amount of .

at least $1,000,000 per occurrence and $3,000,000 in the aggregate.

The insurance referred to in subsections (a) and (b} above shall be written by companies with
not less than an A rating legally qualified to issue such insurance, and shall name Lessor and Lessee

as insured parties as their interests may appear. Goverage—fer-the—ilems—referred-toin

tessoe-deems-edvisable—Lessee shall provide copies of certificates of insurance for such .- { Formatted: Fort: Times dew Romen

coverage to Lessor on or before the Commencement Date, and shall maintain current copies of any
such certificates with Lessor at all times during the term of this Lease. Lessee shall notify Lessor of

any change or lapse in coverage.—Feor-the-purpase-of-this-Agreemantthe-term-Afhiate-o
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4.6  Surrender of Premises. Upon the expiration or termination of the of this
Lease, Lessee shall surrender the Premises o Lessor in at least the condition in which the Premises
were upon the commencement of this Lease, except as repaired, rebuilt, restored, altered, added to,
as permitted or required hereby; except for ordinary weer and tear, normal deterioration and
obsolescence, and damage due to the negligent or willful acts or omissions of Lessor and its
members, and their respective agents and employees, and causes excluded from coverage under the
policies of insurance required to be maintained under Section 4.5, and, if this Lease shall be
terminated by Lessee pursuant to Section 11.1, except any damage resulting from any fire or other
casualty.

4.7  Use of Premises, Lessee may use and occupy the Premises for operation of
hospital and for the provision of such services, and such other uses, as are incidental to, or
appropriate or desirable in conjunction with the operation of hospital. Lessor is not by this Lease
intending to, or in fact undertaking to, cede control over its underlying interest in the Premises, but is
granting to Lessee only the rights to use and manage the Premises, consistent with the preceding
purposes, consistent with the terms of this Lease on an interim basis until receipt of the BLM
Clearance and transfer of the Real Property to Lessee.

48  Waiver of Subrogation. Lessor and Lessee on behalf of themselves and all
others claiming under them, including any insurer, waive all claims against each other, including all
rights of subrogation, for loss or damage to their respective property {including, but not limited to,
the Premises) arising from fire, smoke damage, windstorm, hail, vandalism, theft, malicious mischief
and any of the other perils normally insured against in an “all risk” of physical loss policy, regardiess
of whether insurance against those perils is in effect with respect to such party’s property and
regardless of the negligence of either party or their respective agents, employees, licensees and
subtenants. If either party so requests, the other party shall obtain from its insurer a written waiver
of all rights of subrogation that it may have against the other party.,

5. Title and Condition of Premises.

5.1  Title to Premises. Lessor covenants, represents and warrants that Lessor has
full-right and lawful authority to enter into this Lease for the term hereof, is lawfully selzed of the

Premises and has good and mae

HH4ETE)21487.2 5

-

. { rormmattad: Font: Times New Roman




DRAFT

A0TN3

as reasonably possible. As provided in the APA, Lessor and Lessee will equally share the price
payable to BLM to obtain the BLM Clearance with Lessor’s contribution limited t9 no more than
75.000.00

(a) __The Lessee acknowledges that, except as otherwise expressly set forth herein or in the APA,
THE PREMISES ARE CONVEYED “AS18,” “WHERE IS” AND “WITH ALL FAULTS,” AND
LESSOR HAS NOT MADE., AND LESSOR HEREBY EXPRESSLY DISCLAIMS AND
NEGATES., ANY REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, OF ANY
KIND OR_NATURE WHATSOEVER, RELATING TO THE KIND, SIZE. QUALITY.
DESCRIPTION OR CONDITION (INCLUDING ENVIRONMENTAL CONDITION) OF THE
PREMISES (INCLUDING ANY IMPLIED QR EXPRESSED WARRANTY OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSEYOR THE ABSENCE OF
ANY DEFECTS IN ANY OF THE PREMISES.

5.3  Quiet Enjoyment. So long as no Everntevent of Defaultdefault has occurred

e e e I

and is continuing, Lessee shall peaceably and quietly have, hold, occupy and enjoy the Premises and
all the appurtenances therete, without hindrance or molestation from Lessor or any other persons and
other entities whatsoever, subject only to Permitted Real Property Encumbrances and Permitted

Lessee shall indemnify the Sellers’s Indemnified Persons against and hold the Seller’s Indemnified

Persons harmless from any and all claims or liability arising from (i) Lessee’s use of
Premises. (ii) the conduct of Lessee's business or anything else done or permitted by Lessee to be

done in or abou Premises, including any contamination of the Premises, {iii) any breach or
default in the performance of Lessee's obligations under this Lease, (iv) any breach of warranty by

H8TL 114872 6
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Lessee under this Lease, or {v) other acis or omissions of Lessee that result in any loss or damage to
Lessor, Lessee shall defend the Seller’s Indemnified Persons against any such cost, claim or liability
at Lessee's expense with counsel reasonably acceptable to the Sefler’s Indemnified Persons, Lessee
shall reimburse the Seller’s Indemnified Persons for any reasonable legal fees or costs incurred by
Seller’s Indemnified Persons in_connection with any such claim. As a material part of the
consideration to Lessor, Lessee hereby assumes all risk of damage to property ot injury to persons in
or about the Premises arising from any cause during the Lease term hereunder, and Lessee hereby
waives all claims in respect thereof against Lessor, except for any claim arising out of Lessor'’s
negligence ot willful misconduct.

market value of the Premises shall not be materially lessened thereby; (ii) such work shall be
completed in a good and workmanlike manner and in compliance with all applicable Legal
Requirements and the requirements of all insurance policies required to be maintained by Lessee
hereunder; (jii) no material part of the Improvements shall be demolished wunless (A) Lessor’s prior
consent shall have been obtained, which consent shall not be unreasonably withheld, and (B) unless
Lessor otherwise consents in writing, the same are replaced by other improvements which are
consistent with the intended use of the Premises; and (iv) the Parties shall first seek and obtain any
consents that are required from BLM for any such actions. All such additions and alterations shall
be and remain part of the Premises and become the property of Lessor at the expiration or earlier
termination of this Lease. Lessee shall keep accurate contemporaneous records with respect to the
costs of such additions and alterations. Lessee may place upon the Premises any trade fixtures,
machinery, equipment, materials, inventory, furniture and/or other personal property belonging to
Lessee or third parties and not otherwise contemplated under this Lease (collectively, “Lessee’s
Personal Property”), whether or not the same shall be affixed to the Premises, which are used in
connection with any of Lessee’s business operations on the Premises, which shall remain the
property of Lessee. Lessee may remove any of Lessee’s Personal Property at any time during the
term of this Lease. Lessee shall repair promptly any damage to the Premises caused by such
removal.

Lessee shall not allow or permit any liens to attach to the interest of Lessor in all or any part
of the Premises by reason of any work. labor, services, or matetials done for. or supplied to, or
claimed to have been done for or supplied to, Lessee or anyone occupying or holding an interest in
alt or any part of the Improvements through or under Lessee. if any such lien is at any time filed
against the Premises. 1essee shall cause the lien to be discharged of record within 30 days after the
date of its filing, either by payment, deposit, or bond. If L essee receives any notice of any lien, or of
any right to claim a lien, or any such notice is placed on or delivered to the Premises in any way
whatsoever, Lessee shall immediately furnish Landlord a copy of the notice.

8. Intentionally Omitted.

9. i\ssignments and Subleases.—Lessee-and-its-assigns-shal-havethe-fightte
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this Lease or any interest therein, and shall not sublease or sublet the Premises or any interest
therein, except with the prior written consent of Landlord, which consent may be granted or denied
in Lessor’s sole and absolute discretion. Any such sublease or assignment shall not religve Lessee
from liability for payment of the rental herein provided or from the obligation to keep and be bound
by the terms, conditions, and covenants of this Lease. The acceptance of rent from any other person
shall not be deemed to be a waiver of any of the provisions of this Lease or a consent to the
assignment or subletting of the Premises. The transfer in the agprepate in excess of twenty-five
percent {25%) of the voting or equity interests in the Lessee, as the same may be constituted ag of the
date of this Lease, shall be deemed an assignment within the meaning of this Section 9: provided,
however, a transfer or assignment of such interest by a shareholder to his spouse is excepted from

fees, actually incurred by Lessor in connection with its consideration of granting any consent
required hereunder.

10.  Permitted Contests. Notwithstanding any provision of this Lease to the contrary,
Lessee shall not be required, nor shall Lessor have the right, to pay, discharge or remove any tax,
assessment, levy, fee, rent (except Rent, additional rent and any other sums due hereunder payable to
or for the benefit of Lessor), charge, lien or encumbrance, or to comply with any Legal Requirement
applicable to the Premises or the use thereof, as long as Lessee shall contest the existence, amount or
validity thereof by appropriate proceedings which shall prevent the collection of or other realization
upon the tax, assessment, levy, fee, rent, charge, lien or encumbrance so contested, and which also
shall prevent the sale, forfeiture or loss of the Premises or any Rent, or to satisfy the same or Legal
Requirements, and which shall not affect the payment of any Rent, provided that such contest shall
not subject Lessor to the risk of any criminal liability or any civil liability. Lessee shall give such
reasonable security as may be demanded by Lessor, or any mortgagee to insure ultimate payment of
such tax, assessment, levy, fee, rent, charge, lien, or encumbrance and compliance with Legal
Requirements and to prevent any sale or forfeiture of the Premises, any Rent, any additiona] rent or
any other sum required to be paid by Lessee hereunder.

11,  Casualty and Condemnation.
11.1  Casualty.

H314834)1131487.2 8
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(@)  Except as hereinafter provided, if any of the Improvements shall be
damaged or destroyed by fire or any other casualty covered by a standard policy of fire and extended
coverage insurance, as required pursuant to Section 4.5 hereof, Lessee shall thereafler commence
and diligently prosecute to completion, at Lessee’s sole expense, the repair or rebuilding of the
Improvements or portion thereof which was damaged, in a good and workmanlike manner, in
accordance with plans and specifications satisfactory to Lessee and Lessor, which neither Lessee nor

Lessor shall-net unreasonably disapprove, pr0v1dcd that the Improvements upon completion of such

relating to such repair and rebuilding for the purpose thereof.

{b}  In the event that either (i) the damage or destruction with respect to
any building (“Building”) which is a part of the Improvements is so extensive that it cannot be
rebuilt, restored or repaired as required in Section 11.1(a} within one hundred twenty (120) days
after such occurrence, as determined by Lessee in its judgment reasonably based upon written
prafessional opinion of licensed engineers, building contraciors, inspectors or the like, or (i} any
such damage or destruction occurs during the last two years of the term of this Lease, then Lessee
shall have the right, but not the obligation, to terminate this Lease with respect to the damaged or
destroyed Building, but no other part of the Premises, by giving written notice thereof to Lessor
within forty-five (45) days after the occurrence of such damage or destruction and such termination
will be effective retroactively as of the date of such damage or destruction; provided that, if the
Building which suffered such damage or destruction is the main hospital building located on Tract 1
of the Premises, then Lessee shall have the right to terminate this Lease by giving written notice
thereof to Lessor within forty-five (45) days after the occurrence of such damage or destruction and
such termination will be effective retroactively as of the date of such damage or destruction, In
addition, if any Building is materially damaged or destroyed by any casualty not covered by the
standard policy of fire and extended coverage insurance, then Lessee may terminate this Lease
effective as of the date of such damage or destruction by giving the other party writien notice thereof
within forty-five (45) days after the occurrence of such damage or destruction. If Lessee exercises
its option to terminate this Lease in part on account of damage or destruction to a Building, the
parties shall promptly thereafter execute an amendment to this Lease which shall provide that such
Building will be excised from the Premises, and that Rent will be proportionately and equitably
reduced. In the event of a termination of this Lease, either in whole or in part, pursuant to Section
11.1{b}, the Net Proceeds of insurance shall be paid over to Lessor, except that Lessee shall be
entitled to receive such portion of such proceeds which represents the amount allocable to the then
fair market value of Lessee’s Personal Property, if any, provided Lessee maintained adequate
contemporaneous records thereof,

1457.2 9




1.2 Condemnation.

{a)  If(i) the Premises are taken by an entity with the power of eminent
domain (“Condemning Authority”) or if the Premises are conveyed to a Condemning Authority by
a negotiated sale, or if part of the Premises is so taken or conveyed such that any of the
Improvements cannot be rebuilt so that upon completion Lessee may again use the Premises without
substantial interference, or (ii) due to any such taking or conveyances, access to the Premises or any
part thereof by motor vehicles and trucks as operated by Lesses, its contractors, employees, patients
and invitees in the course of Lessee’s business as theretofore conducted, is substantially impaired or
terminated; then in any such event, Lessee may terminate this Lease by giving Lessor written notice
any time after the occurrence of any of the foregoing and such termination shall be effective thirty
(30) days from the date possession is taken by the Condemning Authority.

(b)  Ifpart of the Premises or any Building or a substantial part thereof is
so taken or conveyed without substantially interfering with the use of the Premises as a whole, but
only one or more of the Buildings thereon, this Lease shall not terminate, except to the extent
hereinafter provided. In such event, however, (i) Lessee shall have the option to terminate this Lease
in respect 10 any Building which is subject to such taking or conveyance by notifying within thirty
(30) days after the title is transferred to the Condemning Authority, and Lessor shall be entitled to all
awards and payments made or to be made by the Condemning Authority, and (ii) if Lessee exercises
such termination option, Lessor shall apply such portions of any award or payment made to Lessor
for such taking or conveyance as is necessary to pay the cost of restoring the Building and/or the
Premises to a complete architectural unit suitable for Lessee’s use and business on the Premises prior
1o the date of such taking. If Lessee exercises its option to terminate this Lease in part on account of
ataking or conveyance of a Building or any substantial part thereof as provided in clause (i) above,
the parties shall promptly thereafter execute an amendment to this Lease which shall provide that the
Building will be excised from the Premises, and that Rent will be proportionately and equitably
reduced.

{c)  Exceptas provided below and in Section 11.2(b}, all payments made
for any such taking or conveyance shall be the property of Lessor; provided, however, Lessor shall
have no interest in any award or payment or any portion of any such award or payment which is
attributable to the taking or conveyance of any of Lessee’s Personal Property, all of which shall be
paid to Lessee. Lessee shall maintain adequate contemporaneous records as to the value of Lessee’s
Personal Property for purposes of determining what portion, if any, of such award or payment shall
be paid to Lessee hereunder.

(d)  If this Lease is terminated pursuant to this Section 11, Lessor and
Lessee shall be released and discharged from all liabilities arising or accruing under this Lease
subsequent to the effective date of termination.

12.  Right of Entry. Upon not less than twenty-four (24) hours prior written notice
received by Lessee on a weekday, which written notice may be hand delivered or telecopied to
Lessee, Lessor and its agents and designees may enter upon and examine the Premises on weekdays
from 8:00 a.m. to 5:00 p.m., excluding legal holidays, for the purpose of determining the condition
of the Premises, provided that all such access shall be conducted in a manner that is consistent with
all applicable patient privacy rights.

PH4RTH131487.2 10



13. Default.

13.1 Default; Notice and Cure; Remedies. In the event Lessee shall default in
the payment of Rent or any other sums payable by Lessee hereunder, and such default shall continue
for a period of ten (10) days after Lessee receives written notice thereof from Lessor; or, if Lessee
shall default in the performance of any other covenants or agreements hereunder and such default
shall continue for thirty (30) days after written notice thereof, or, if the default is of such a nature
that it could not reasonably be cured within such thirty (30) day period and Lessee does not, within
said thirty (30) day period commence to cure it and thereafier proceed, with due diligence, to cure it;
ot, if Lessee shall fail to cause the Premises to be in conformity with the Legal Requirements as set
forth in Section 4.4 hereof and all other contracts, agreements, covenants, conditions and restrictions
applicable to the ownership, occupancy or use of the Premises, and such failure shall continue for
thirty (30) days after written notice thereof, or if the failure is of such a nature that it could not
reasonably be cured within such thirty (30) day period and Lessee does not, within such thirty (30}
day period commence to cure it and thereafter proceed, with due diligence, to cure it; then, and in
addition to any and all other legal remedies and rights, Lessor may perform such covenant or
agreement and to the extent sums are expended in connection therewith, and add such sums to the
Rent due from Lessee to Lessor and, at the election of Lessor, may terminate this Lease and retake
possession of the Premises by eviction, reentry or otherwise, Such re-entry shall not bar the right or
recovery of Rent or damages for breach of covenanis, nor shall the receipt of Rent after a default
and/or re-entry be deemed a waiver of Lessor’s remedies.

13.2 Obligation to Relet. After a dispossession or removal in accordance with
Section 13.1, Rent shall be paid to the date of such dispossession or removal, (i} Lessor shall use its
reasonable best efforts to re-let the Premises or portions thereof, either in the name of Lessor, Lessee
or otherwise, for a term or terms which may, at the option of Lessor, be less than or exceed the
period which would otherwise have constituted the balance of the term of this Lease, (ii) Lessee shall
pay Lessor quarterly any deficiency between Rent due hereunder and the amount, if any, of rent
collected on account of the new lease or leases of the Premises for each guarter of the period which
would otherwise have constituted the balance of the term of this Lease (not including any renewal or
extension the execution of which shall not have occurred prior to such dispossession or removal),
and (iii) Lessor shall have any and all other rights and remedies available to it.

13.3 Costs and Expenses. IfLessee should fail to make any payment or cure any
defanlt hereunder within the time herein permitted, Lessor, without being under any obligation to do
so and without thereby waiving such default, may make such payment and/or remedy such other
defanlt for the account of Lessee, and thereupon Lessee shall be obligated to, and hereby agrees, to
pay Lessor, upon demand, all costs, expenses and disbursements (including reasonable attorneys’
fees and costs) incurred by Lessor in taking such remedial action, and any interest thereon actually
incurred and paid by Lessor to third parties.

14, Environmental Matters.

141 ‘Warranty of Lessor.
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Except forth in Schedule 4.9 of the APA. to the Knowledge of Lessor. Lessor (a} has not
engaged in or permitted any dumping. discharge, di al, release, spillage or le e of Material
of Environmental Concern, at. oo, in or about the Premi ither presently or in ast, in violation
of any Legal Requirements related to Materials of Environmental Concern, and (b) has complied in

all material respects with all Legal Requirements related to Materials of Environmental Concern.

142 Covenant of Lessee. Except for Hazardous Substances or_other_toxic

materials or medical waste brought, kept or used in the Premises in commercial quantities similar to
those quantities usually kept on similar premises by others in the same business or profession or who
operate medical facilities similar 1o those located in and on the Premises, medical specialiy, and
which are used and kept in compliance with applicable public health, safety and environmental laws,
Lessee shall not allow any Hazardous Substance, or other toxic material or medical waste to be
located in, on or under the Premises or allow the Premises to be used for the disposal of any
Hazardous Substance or other toxic material; and Lessee shall indemnify Lessor, its City Council
and its agents and employees against any and all claims, demands, liabilities, losses and expenses,
including consultant fees, court costs and reasonable attomeys’ fees arising out of any breach of the
foregoing covenant.

143 Compliance with Laws. Lessee shall at all times and in all respects comply
with all Legal Requirements applicable to the Premises or the use thereof relating to industrial
hygiene, the handling, storage and disposal of medical waste, environmental protection, or the use,
analysis, generation, manufacture, storage, disposal or transportation of any Hazardous Substance,
toxic material or medical waste,

144 Remediation. If Lessee becomes aware of the presence of any Hazardous
Substance in or on the Premises (except for those Hazardous Substances or other toxic material or
medical waste brought, kept or used in the Premises by Lessee in commercial quantities similar to
those quantities usually kept on similar premises by others in the same business, profession or
medical specialty and which are used and kept in compliance with applicable public health, safety
and environmental laws) or if Lessee, or the Premises become subject to any order of any federal,
state or local agency to repair, close, detoxify, decontaminate or otherwise cleanup the Premises,
Lessee shall, at its own cost and expense, carry out and complete any repair, closure, detoxification,
decontamination or other cleanup of the Premises; provided that Lessee shall not be responsible for
any of the foregoing relating to any Hazardous Substance, or other toxic materials or medical waste
located on, in or under the Premises on the date of this Lease, all of which shall be the responsibility
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of Lessor pursuant to and as otherwise limited by Section 14.1 and Lessor shall promptly execute
and complete any required repair, closure, detoxification, decontamination or other clean-up of the
Premises. If either party fails to implement and diligently pursue any such repair, closure,
detoxification, decontamination other cleanup of the Premises which it is required to do hereunder,
the other party shall have the right, but not the obligation, to carry out such action and to recover all
of the costs and expenses from the other.

14.5 Definition. “Hazardous Substances” as such term is used in this Lease
means any hazardous or toxic substance, material or waste, regulated or listed pursuant to any
federal, state or local environmental law, including without limitation, the Clean Air Act, the Clean
Water Act, the Toxic Substances Control Act, the Comprehensive Environmental Response
Compensation and Liability Act, the Resource Conversation and Recovery Act, the Federal
Insecticide, Fungicide, Rodenticide Act, the Safe Drinking Water Act and the Occupational Safety
and Health Act.

15.  Notices, Demands and Other Instruments. All notices, offers, consents and other
instruments given pursuant to this Lease shall be in writing and shall be validly given when
personally delivered or when placed in the United States mail, registered or certified with return
receipt requested, when sent by prepaid telegram or facsimile followed by confirmatory letter
actually delivered or when sent by a courier or express service guaranteeing overnight delivery, (i) if
0 Lessor, addressed to it at its address set forth above, (ii) if to Lessee, addressed to Lessee at its
address set forth above. Lessor and Lessee each may from time to time specify, by giving fifteen
{15) days notice to cach other party, (i) any other address in the United States as its address for
purposes of this Lease and (i) any other person or entity that is to receive copies of notices, offers,
consents and other instruments hereunder,

16.  Separability; Binding Effect. Each provision hereof shall be separate and
independent and, the breach of any such provision by Lessor shall not discharge or relieve Lessee
from its obligations to perform each and every covenant to be performed by Lessee hereunder. If
any provision hereof or the application thereof to any person or circumstance shall to any extent be
invalid or unenforceable, the remaining provisions hereof, or the application of such provision to
persons or circumstances other than those as to which it is invalid or unenforceable, shall not be
affected thereby, and each provision hereof shall be valid and shall be enforceable to the extent
permitted by law. All provisions contained in this Lease shall be binding upon, inure to the benefit
of, and be enforceable by, the respective successors and assigns of Lessor and Lessee to the same
extent as if each such successor and assign were named as a party hereto, This Lease may not be
changed, modified or discharged except by a writing signed by Lessor and Lessee. Any such
change, modification or discharge made otherwise than as expressly permitted by this paragraph
shall be void. This Lease shall be governed by and interpreted in accordance with the laws of the
State of Catifornia.

17.  Headings and Table of Contents. The table of contents and the headings of the
various Sections and Schedules of this Lease have been inserted for reference only and shall not to
any extent have the effect of modifying, amending or changing the expressed terms and provisions
of this Lease.

18.  Counterparts; Signatures. This Lease may be executed in any number of
counterparts, each of which shall be an original, but all of which together shall constituie one and the
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same instrument. This Lease may be delivered by facsimile or electronic transmission, including by
e-mail as a PDF, and facsimile or PDF copies of executed signature pages, which shall be binding as
originals.

19.  Memorandum of Lease. Upon request of either party hereto, the parties shall
execute and deliver to each other duplicate originals of 2 Memorandum of this Lease, in recordable
form, containing the information required by law for recording the same.

20. BLM Required Modifications. 1f BLM requires any changes to this Lease, as a
condition to its approval of this Lease or otherwise, the Parties agree to modify the terms of this
Lease to reasonably address such required changes, so long as such changes are consistent with the
Parties” intent hereunder and under the APA and such changes do not unreasonably alter either
Party’s rights and obligations hereunder or under the APA,

21.  No Partnership. The parties hereto intend the relationship created by this Lease to
be that of lessor and lessee and do not intend for the arrangement between them to be a partnership.

22.  Department of Health and Human Services Regulation. Until the expiration of
four years after the expiration or earlier termination of the Term of this Lease, Lessor will make
available to the Secretary, U.S, Department of Health and Human Services, and the U.S.
Comptroller General, and their representatives, this Lease and all books, documents, and records
necessary to certify the nature and extent of Lessor’s costs with respect to this Lease and the
Premises. If Lessor carries out any of its duties under this Lease through a subcontract worth
$10,000 or more over a 12-month period with a related organization, the subcontract will also
comtain an access clause to permit access by the Secretary, Comptroller General, and their
representatives to the related organization’s books and records.

23.  Schedules. Schedules referred to in this Lease are hereby incorporated by reference
herein.

24.  Entire Agreement; Controlling Agreement. This Lease , together with the APA
and the other Transaction Documents, constitute the entire agreement between the parties hereto
with respect to the subject matter hereof, and this Lease may not be amended, modified or
terminated except by written instrument signed by all of the parties hereto. To the extent that the
terms and conditions of this Lease conflict with the terms and conditions of the APA or the other
Transaction Documents, the AP A and the other Transaction Documents shall conitrol and this Lease
shall be deemed amended to conform to the terms and conditions of the APA.
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IN WITNESS WHEREQF, the parties hereto have executed this agreement as of the date and

year first written above,
“LESSOR”
THE NEEDLES
MUNICIPAL HOSPITAL
AKA COLORADO RIVER
MEDICAL CENTER
By:
Name:
Title:

BY THE CITY COUNCIL OF THE CITY
OF NEEDLES, CALIFORNIA

15

“LESSEE”

COMMUNITY HEALTHCARE
PARTNER, INC,

By:

Name:

Title:

+- - - { Formatted Table




SCHEDULE A

TITLE TO PREMISES

[Title Description for Real Property From Approved Final Title Report to be Attached]
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SCHEDULE B
MATERIAL DEFERRED MAINTENANCE ITEMS

[To Be Compieted By Lessor]
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INTERIM MANAGEMENT AGREEMENT " {('Styte Definition T

"~ { Formatted: Font: Times New Roman

This Interim Management Agreement (the “IMA™) is dated effective as 12:00:01
(“Effective Time”) on , 2013, (the “IMA Effective Date™), by and between
CITY OF NEEDLES, A CALIFORNIA CHARTER CITY AND THE NEEDLES
MUNICIPAL HOSPITAL AKA THE COLORADO RIVER MEDICAL CENTER (the
“Transferor”), and COMMUNITY HEALTHCARE PARTNER, INC., a Califomia
nonprofit corporation (the “New Operator™).

RECITALS

A, Transferor and New Operator have entered into that certain Asset Purchase
Agreement dated as of September 25, 2012, as amended (the “APA™) , and certain other
documents executed in connection therewith (the “Transaction Documents™),

B. Transferor owns and operates the Hospital Businesses, including the Hospital
(each as defined in the APA);

C. The parties wish to provide for the interim management of the Hospital
Businesses by New Operator in anticipation of effectuating the APA and pendingreceipt

byprior to the date (the “Buyer Licensure Date™) on which New Operator 6fhas received all

of its own licenses and permits needed to operate all of thc Hospital Businesses in its own
name and right, including the acute care licenses issued by the California Department of
Public Health (“CDPH”) for the Hospital (each a “Hespital License”; collectively, the
“Hospital Licenses”) and receipt by New Operator of a tie-in notice and the authority to bill
CMS in its own name and right for goods and services to Medicare beneficiaries at the
Hospital (together with the Hospital Licenses, referred to collectively as the, “New Operator
Approvals”), |

Formatbed (.. 12] |

NOW, THEREFORE, for valuable consideration, the adequacy and sufficiency of
which are hereby acknowledged, it is mutvally agreed as set forth below,

1. Definitions., Any capitalized term appearing herein which is not defined shail
have the same definition as ascribed under the APA.

2. The term of this IMA shall begin on the Effective Time and shall

o 3]

Mb—be—ebﬂned—(me “Management Penod—)—”) sub}ect to the reductlon in

scope pursuant to Section 3.3, unless extended in writing signed by the parties hereto,

3. Management Services.

3.1 Commencing on the Effective Time and continuing until the
termination of the Management Period, New Operator shall, subject to the provisions of

HM90.1]131490.2 1
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the Hospital or, as applicable, the City Counsel (collectively, the “Hospital Board™)
pursuant to Title 22 of the California Code of Regulations Section 70701, have full
management rights and responsibility related the operation of the all of the Hospital
Businesses (the “Managed Operations”) and hereby agrees and covenants to assume and
use all commercially reasonable efforts to discharge all responsibilities related to the
Managed Operations and their operations which accrue during the Management Period in
connection with properly operating and maintaining the Managed Operations, including
management of the Hospital in accordance with the regulations and standards required of
such Hospital. The management services to be provided by the New Operator during the

Management Period (“ManagmentManagement Services™) include, but are not limitedto

those services summarized at Exhibit A to this IMA.

3.2  Limitations on New Qperator’s Exercise of Duties, In addition to any
other qualifications and limits set forth elsewhere herein, New Operator shall not have the
authority to undertake the following, on Transferor’s behalf and which obligate T ransferor,
withowi Transferor’s advance written consent:

(i) Enter into or terminate contracts with third parties on behalf of
Transferor, except (i} as the Transferor may specifically authorize in writing from time to
time; and (ii) contracts and commitments for recurring operating costs (including without
limitation, personnel, supplies, and other usual and customary Facility operating expenses),
which are reflected in any applicable annual or other approved budget of Transferor
(“Annual Budget”). However, New Qperator may, and shall be provided the opportunity to,
assist in negotiating and administering such contracts, consistent with all applicable Legal
Requirements;

(i)  Purchase capital assets for Transferor with an individual cost
in excess of Ten Thousand Dollars ($10,000.00) or an aggregate annual cost in excess of
Twenty-Five Thousand Dollars ($25,000.00); provided, however, that the above restriction
in this subsection shall not apply to restrict New Operator’s right to purchase, on behalf of-

,_‘-[_Formmd:m:TmNewRoman
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Transferor, any equipment or capital assets that are required to remedy any failure of existing . - { Formatred: Font: Times New Roman

behalf relative to the Hospital;

(i)  Enter into any leases of capital assets which, if purchased,
would be described in preceding subsection;

{iv}  Incur debt on behalf of Transferor or encumber any Facility or
Transferor property; or

(v)  Approve orundertake any other matters required by applicable
Legal Requirements to be approved by the Transferor,

HA400-H 1314902 2
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Transferor’s consent to any of the foregoing shall not be unreasonably withheld or delayed.

3.3  Notwithstanding the preceding, uper-New-Operater sebtainingits
own-Hespital-License-{as of the Buyer Licensure Date};, the Management Services (and

. { Formatted: Font: Tumes New Roman, ot Bold |
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reiated qualifications and limitations) relating to the operation of the Hospital Business under
Transferor’s license shall terminate, at which point New Operator will be responsible for
operating the Hospital Businesses under its own Hospital Licenses, at its own expense.
However, this IMA will remain in effect for the remainder of the term of this IMA only for
the limited purposes of continued cooperation and management of billing and collection of
receivables from Governmental Payment Programs and handling of Governmental Payments
and, after the Licensure Date, the provisions of this IMA shall apply only for such limited
purposes.

4. Covenants of Transferor. In addition to Transferor’s covenants,
representations and warranties set forth elsewhere in this IMA, Transferor hereby covenants,
warrants and agrees as follows:

4.1  Transferor hereby agrees that New Operator may, throughout the term
of this IMA, utilize, in Transferor’s name, Transferor’s provider agreements with Medicare,
Medi-Cal or any other third party payer programs (including the right to any reimbursement
for periods prior to the Effective Time, which shall be collected in the name of Transferor
but paid over to New Operator as provided in the APA and this IMA) entered into in
connection with the Managed Operations. Claims shall be submitted in Transferor’s name,
and New Operator may open mail addressed to Transferor, endorse remittances and deposit
them directly into its account, as set forth elsewhere in this IMA or the APA.

4.2  During the Term hereof, Transferor shall maintain its existence in
good standing and shalt not voluntarily (2) surrender any of Transferor’s Hospital licenses
prior to New Operator obtaining the New Operator Approvals, or Medicare or Medi-Cal
certifications or provider agreements during the term of this IMA; or (b) pledge or permita
lien to attach to its accounts receivable, except with the express written consent of New
Operator.

4.3  Transferor shall take no action to obstruct, digrupt, interfere with, or
otherwise impair New Operator in the performance of New Operator’s duties pursuant
hereto, provided that Transferor shall retain ultimate authority over all operations of the
Hospital to the extent required by applicable licensure, certification and accreditation
requirements,

5. Coordinated Responsibilities of Transferor and New Operator. It is_
understood that until the Licensure Date, Hospital Board is and will remain responsible for
the Hospital and as such, is legally accountable at all times to all patients and governmental
organizations for all patient care and funds, and all other aspects of the operations and
maintenance of the Hospital to the extent legally required, including without limitation

pursuant to Title 22 of the California Code of Regulations Section 70701, Notwithstanding
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the preceding, or any other term herein to the contrary, however, such retained
responsibilities of Transferor are not intended to, and shall not, diminish Manager’s
obligations, including without limitation indemnification obligations, to Transferor
hereunder. [n the event that any violation or alleged violation of any statute, law, regulation
or abligation or claim is made, for any reason by any person or entity, arising from or
applicable to the operation or maintenance of the Hospital, including but not limited to
patient care, or the handling of patients’ funds, prior to the Licensure Date, whether such
violations or claims may result in the imposition of penalties, fines, court or administrative
orders, litigation, including third-party and governmental claims, or license revocation or
decertification as to the Hospital or as to Transferor, New Operator shall take afl reasonable
actions necessary to protect Transferor from any damage arising there from, including, but
not limited fo, contesting any such actions against Transferor and the Managed Operations,
at New Operator’s sole cost and expense with Transferor’s written approval, whether
through administrative or court proceedings. Except as otherwise expressly provided in this
IMA or the APA, New Operator shall not be responsible for (i} violations of any statute, rule
or regulation applicable to the operation or maintenance of the Hospital which occurred or
existed prior to the Effective Time, or fines in connection with any such violations, (ii) any
claims of third parties, or other liabilities included within Excluded Liabilities under the
APA, that related to the period prior to the Effective Time or otherwise arose from acts or
omissions of Transferor.

authority or intermediary having jurisdiction over provider agreements with Medicare, Medi-
Cal or any other third party payor programs (the “Provider Agreements™) or any aspect of
the reimbursement process thereunder, including without limitation the right to direct the
payment of reimbursements to an account or accounts titled in the name of Transferor and/or
New Operator or any other entity designated by New Operator for such purpose, except as
qualified below for Governmental Payments (as defined below). To the extent legally
permissible, and as qualified below for Governmental Payments, Transferor also hereby
affirms and confirms the assignment to New Operator of all revenues, monies, accounts,
payments and other proceeds attributable to the operation of the Managed Operations during
the Management Period, and the products and proceeds of all of the foregoing (collectively
“Accounts”), together with all books, records, software and other items necessary to bill and
collect same, with the authority and power to bill and collect same.

(i) Any amounts which may be received by Transferor in payment
of Accounts on or after the Effective Time shall be immediately remitted by Transferor to
New Operator at the address to which notices to New Operator are to be sent or as New
Operator otherwise directs in writing, within ten (10) business days of receipt by Transferor,

together with applicable explanation of benefits and supporting detail:‘L

(i}  Any revenues, monies, accounts, payments and other proceeds
which may be received by New Operator atiributable to the period prior to the Effective
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Time shall be immediately remitted by New Operator to Transferor at the address to which
notices to Transferor are to be sent or as Transferor otherwise directs in writing, within ten
{10} business days of receipt by New Operator, together with applicable explanation of
benefits and supporting detail,

collection of all Accounts. Transferor shall permit New Operator’s accountants, lenders and
other agents regular access, upon reasonable notice, 1o its books and records, including
without limitation afl records relating to the posting of receipts and payments, both before
and after the Effective Time.

Period, including without limitation payments received from Medicare, Medi-Cal and other
programs established by federal or state law (“Governmental Payment Programs”) which
require that payments for healthcare services be made to the providers of such services
(“Governmental Payments”) shall be deposited into the Special Account {as addressed
below).

t#¥3)(v) The Transferor shall, during the Management Period, maintain

- -| Formatted: Font: Times New Roman, Font
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(“Special Account”), at ([N NN ", (the “Bank”). into which the New_
Operator and Transferor shall cause all Governmental Payments, and all other payments, to
be deposited. Transferor agrees to enter into and maintain a depository or control agreement
with the Bank (“Control Agreement™), in form reasonably acceptable to Transferor and
New Operator consistent with applicable law, pursuant to which the Bank is instructed that
all amounts, including without limitation, all Govemmental Payments, received into the
Special Account shall be automatically transferred to the New Operator’s Account or such
other account as specified by New Operator (“Transfer Receipt Account”) at the end of
each business day, Transferor covenants that, notwithstanding its right to do so under the

Control Agreement with the Bank, Transferor will not, so long as New Operator is niot in

Period, take any actions to change the original payment instructions in connection with the
Special Account or interfere with the transfer of funds from the Special Account to the
Transfer Receipt Account, nor will Transferor or its agents remove, withdraw or authorize
the removal or withdrawal of any funds from the Special Account for any purpose except to

' To be completed with name of Hospital’s bank account into which

Governmental Payments are currently deposited.
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__-1mmm:nmsmmmm ]
coler: Custorm Color(RGB(118,146,60))

- ~ | Formatbed: Fort: Times Mew Roman, Font
color: Custom Color(RGB(118,146,60))




DRAFT

21712013

accomplish the transfer of funds addressed above, nor will the Transferor or its agents cause
or agree to the termination or amendment of the Control Agreement addressed above.

implementing any other bank accounts and processes for handling the billing and collection
of Accounts, consistent with applicable legal requirements, as reasonably requested by New
Operator.

6. Indemnification by Transferor. To the extent not covered and paid by any
applicable insurance, Transferor shall indemnify and defend New Operator and its affiliates
(and each of their respective shareholders, members, officers, directors, agents, attormeys,
employees, agents and consultants ) (collectively, the “New Operator Indemnitees”) and
hold New Operator Indemnitees harmless against and with respect to any and all damage,
loss, liability, deficiency, cost and expense (including, without limitation, reasonable
attomney’s fees and expenses) (all of the foregoing hereinafter collectively referred to as
“Laoss™) resulting from:

(i) any inaccuracy in any representation or certification, or breach
of any warranty, made by Transferor pursuant to this IMA, except to the extent otherwise
provided or limited in the APA or any document provided for therein;

(i)  the breach or non-fulfillment of any covenant or undertaking
made by Transferor in this IMA, except to the extent otherwise provided or limited in the
APA or any document provided for therein; or

(i)  Transferor’s failure to pay, discharge or perform any of the
liabilities retained by Transferor under this IMA, except to the extent otherwise provided in
the APA or any document provided for therein.

7. Indemnification by New Operator. To the extent not covered and paid by any
applicable insurance, New Operator shall indemnify and defend Transferor, its officers,
directors, agents, attorneys, employees, agents and consultants (collectively, the “Transferor
Indemnitees™) and hold Transferor Indemnitees harmless against and with respect to any
and all Loss resulting from:

(i) any material inaccuracy in any representation or certification,
or breach of any warranty, made by New Operator pursuant to this IMA, except as expressly
provided in the APA or any document provided for therein;

(i)  the material breach or non-fulfillment of any covenant or
undertaking made by New Operator in this IMA, except as expressly provided in the APA or
any document provided for therein;

HSH00-11131490.2 6
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(i)  New Operator’s failure to pay, discharge or perform any of the
liabilities assumed under this IMA except as otherwise provided in the APA or any
document provided for therein; or

(iv) any claim or liability which may be asserted against

purported co-principal with New Operator as to any agreements entered into or assumed by
New Operator.

8. Limitations on Indemnification- and Liabiligy.L Each party’s liability under |

this IMA shall be limited to actual damages and no party shall be liable to the other partyd
bad faith damages, fines and penalties, except when such damages, fines and penalties are
asserted against or imposed upon the Indemnitee (as herein defined) by a government or
private third party, at which time such damages, fines and penalties shall be deemed to be the
actual damages of Indemnitee.

9.  Control of Defense of Indemnifiable Claims. Each indemnified party (each,
an “Indemnitee”) shall give the indemnifying party (“Indemnitor”) prompt notice of each
claim for which it seeks indemnification. A claim for indemnification for any matter not
involving a third-party claim may be asserted by notice to the party from whom
indemnification is sought. A claim for indemnification for any matter involving a third party
claim shall be made against the indemnitor prompily after receipt by the Indemnitee of
notice of the commencement of any proceeding against the Indemnitee. Failure to timely
notify the Indemnitor will not relieve the Indemnitor of any liability it may have to the
Indemnitee, except to the extent the Indemnitor’s defense of such action is prejudiced by the
Indemnitee’s failure to timely deliver such notice. The Indemnitor will be entitled, at its
election, to assume the defense of such claims (unless the Indemnitor is also a party to such
claim and joint representation would be inappropriate). If in Transferor’s reasonable
discretion Transferor requires the advice of independent counsel, the costs and fees of such
counsel shall be an expense of operation of the Managed Operations, or if such action
continues after the termination of this IMA, New Operator will pay or reimburse the
reasonable legal fees and costs of Transferor with respect to any such third-party action. If
the Indemnitor assumes the defense of a claim, Indemnites shall have the right to be kept
regularly informed in connection with such defense, and no compromise or settlement of

Indemnitee, and (b) the sole relief provided is monetary damages that are paid in full by the
Indemnitor, If written notice is given to an Indemnitor of the commencement of any claim
and the Indemnitor does not, within ten (10) days afier the Indemnitee’s notice is given, give
notice to the Indemnitee of its election to assume the defense of such claim, the Indemnitee
can control the defense of the claim and the Indemnitor will be bound by any determination
made in such claim or any comproise or settlement effecied by the Indemnitee,

HH400-1] 1314502 7
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10.  Management Fee. For its services hereunder, New Operator shall be entitled
to a fee from Transferor (the “Management Fee”) in an amount equal to Managed
Operations’ cumulative operating revenues less all cumulative operating expenses and
liabilities resulting from operation of the Managed Operations during the Management
Period, calculated in accord with generally accepted accounting principles. New Operator

during the Management Period,

11.  Payment of Expenses.

11.1  Except as otherwise expressly provided in the APA (including New
Operator’s agreement to pay or assume certain obligations of Transferor, and the agreement
that Transferor shall have no liability for Excluded Liabilities), all expenses incurred in the
operation of the Managed Operations which accrue prior to the Effective Time, including but
not limited to, personne! salaries and benefits, the cost of supplies and equipment for the
Managed Operations, rent, taxes, the premiums and other costs of insurance covering ot
related to the Managed Operations and its operations prior to the Effective Time, shall be the
responsibility of and paid by Transferor. However, collected income from the Managed-

Effective Time costs and expenses.

11.2 Exceptas otherwise expressly provided in the APA or any document
provided for therein (including the agreement that New Operator shall have no liability for
Excluded Liabilities), all expenses incurred in the ordinary course of operation of the
Managed Operations which accrue after the Effective Time and during the Management
Period, including but not limited to, personnel salaries and benefits, the cost of supplies and
equipment for the Managed Operations, rent, taxes, the premiums and other costs of
insurance covering or related to the Managed Operations and its operations, and all other
items including, but not limited to those implicated by Section 3, shall be the responsibility
of and paid by New Operator either from the revenues of the Managed Operations or from
working capital contributions made by the New Operator, which contributions are not
subject to repayment by Transferor under any circumstances.

11.3 Exocept as otherwise expressly provided in the APA or any document
provided for therein, solely for purposes of financial reporting, all expenses incurred in the
operation of the Managed Operations that are attributable in part to periods before and in part
1o periods after the Effective Time shall be prorated between Transferor and New Operator
as of the Effective Time. To the extent that information for any such proration is not
available, Transferor and New Operator shall use their best efforts to effect such proration,
and resolve any related issues or disputes, within sixty (60) days after the Effective Time.
Nothing in this IMA shall alter the obligations of New Operator to pay or assume certain
obligations of Transferor as provided in the APA or the agreement that Transferor shall have
no liability for Excluded Liabilities.

3140041 131490 2 8
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12.  Access to Managed Operations. During the Management Period, New
Operator shall, upon reasonable notice, permit Transferor access to the Managed Operations,
including but not limited to, its business offices, files and records to close out Transferor’s
accounting and billing systems. During such period , New Operator will, at New Operator’s
reasonable cost, maintain Transferor’s computer systems in place to close Transferor’s
accounting books and New Operator will, at New Operator’s reasonable cost, provide
Transferor with reasonably adequate work space, facilities and personnel to close its
accounting records, as provided in the APA, Nothing herein shall limit New Operator’s
obligations with respect to payment of such expenses as provided in the APA,

13.  Access to Managed Operations Financial Staff. New Operator agrees 1o use
its best efforts and to cooperate with Transferor, at New Operator’s reasonable cost, in
collecting Transferor’s accounts receivable, completing Transferor’s billing to patients and
residents and third parties regarding goods or services sold ot rendered prior to the Effective
Time or closing Transferor’s books and records to the Effective IMA Date. Nothing herein
shall limit New Operator’s obligations with respect to payment of such expenses as provided
in the APA.

14.  Records Maintenance. Notwithstanding anything contained herein to the
contrary, all medical records will be maintained and transferred subject to all applicable laws
and regulations regarding resident privacy issues, including, without limitation, HIPAA and
any similar laws or regulations. In connection with such agreement, the Parties shall enier
into a HIPAA compliant Business Associate Agreement on mutually agreeable terms.

15.
and/or the expiration of the Managemeﬁt Penod any unexplrcd obligation or liability on the
part of New Operator which accrued during the term of the Management Period shall survive

any such termination and New Qperator shall be and continue to be so obligated to perform

and pay in full when due all such ebligation or liability.

16. Insurance. Through the acquisition of the New Operator Approvals,
Transferor_shall maintain and New Operator shall timely pay for the costs incurred to

maintain during the term of this IMA comprehensive general liability, property and casualty,
workers compensation, professional liability and other insurance (E&O), automobile
insurance covering any vehicles used in connection with the Managed Operations, and
directors and officers insurance (D&O) at the levels maintained by Transferor prior to the

Effective Time, with Transferor and New Operator to be named as edditional

insuredinsureds under such policies. Nothing herein shall be deemed to limit New .

Operator’s obligations with respect to E&O, D&O, workers compensation, fiduciary
insurance and other insurance coverage requiremems as provided in the APA. At-New

the Transferor’s exlstmg oommerclal general liability, property, professmnal liability,

H3I450-4113(4002 9
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commercial auto, Workers’ Compensation and other insurance of the type, and at the levels
maintained by Transferor prior to the Commencement Date (“Current Insurance”) (but
with New Operator being responsible for the costs incurred to maintain such Current
Insurance), including without limitation any deductible amounts which become due and
payable under any policy of Current Insurance during the Interim Period;-and-with-New

’,'{Fammm:ﬂmsﬂmm:man _]

17.  Benefit and Assignment. This IMA binds and inures to the benefit of each
party hereto and its successors and proper assigns. Neither party shall be permitted to assign
its rights or obligations under this TMA without the prior eonsent-of-the-other-party

In-addiien;written consent o other hereto, which consent ma
denied in such party’s sole and absolute discretion; provided, however, that nothing herein__ . - { Formatted: Font: Times New Roman ]

shall restrict New Operator from subcontracting any portion of its Management Services 30
long as New Operator remains primarily responsible for such subcontracted services.

18.  Notices. All notices required or permitted hereunder shall be in writing and
shall be deemed to be properly given when personally delivered to the party entitled to
receive the notice, or the next business day after being sent, overnight service, by nationally
recognized overnight courier, or upon receipt after being mailed by certified or registered
mail (return receipt requested), in each case, postage prepaid, registered or certified mail, or
if sent by facsimile, upon mechanical confirmation of successful transmission thereof (only
if such notice is also delivered by hand, or deposited in the United States mail, postage
prepaid, registered or certified mail, properly addressed to the party entitled to receive such
notice at the address stated below:

H3190.H 1314002 10



19.

. Counterparts; Signatures. This IMA and any exhibits or documents to be_.

DRAFT

2T2NS

__Community Healthcare Partner, Inc. + 5 - { Formattad: Font: Tmes New Roman ]
[14602 Fair Oak Drive] " Formattad Table 1
[Lake Elsinore, CA 92530]

Attention: Bing Lum
(323) 422-9568
e . - -{ Formatted: Font: Times New Roman ]
_ Todd E. Swanson,Esq. - - - -{ Formatbed: Font: Times New Roman )
Hooper, Lundy & Bookman, Inc.
1875 Century Park East, Suite 1600
Los Angeles, California 90067
Telephone: (310) 551-8195
Facsimile: (310) 551-8181
)
Attn: City Manager
817 Third Street . _ . - { Formatted: Font: Times New Roman ]
Needles, California 92363
(760) 326-2113
il - - { Formatted: Font: Times New Rotman )

_ John Pinkey,Esq. ~  _ __________ . - - Formated: Font: Times New Roman )
Slovak Baron &Empey Murphy & Pinkney  { Formatted: Font: Times New Roman J
P ... .-~{Formatted: Font: Tmes New Romen )
1800 E. Tahquitz Canyon Way
Palm Springs, CA 92262

. { Formatbect: Font: Times New Roman B

,,'{Fummd:FortﬂmesNeww

delivered pursuant to its terms may be executed in several counterparts and any such
executed counterpart shall constitute one IMA, binding on all of the parties hereto. This
IMA may be delivered by facsimile or electronic transmission, including by e-mail as aPDF,
and facsimile or PDF copies of executed signature pages, which shall be binding as originals.

20.

Entire Agreement: Controlling Agreement. This IMA, together with the APA
and the other Transaction Documents, constitute the entire agreement between the parties
hereto with respect to the subject matter hereof, and this IMA may not be amended, modified

H34450-41131460. 2
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or terminated except by written instrument signed by all of the parties hereto, To the extent
that the terms and conditions of this IMA conflict with the terms and conditions of the APA
or the other Transaction Documents, the APA and the other Transaction Documents shall
control and this IMA shall be deemed amended to conform to the terms and conditions of the
APA.

24.  Goveming Law, Disputes. This IMA shall be governed by and construed in
accordance with the laws of the State of California.

22. Drafling. New Operator’s counsel has drafted this IMA as a matter of
convenience for the parties hereto; and the parties hereto have carefully reviewed and
negotiated the terms of this IMA, and Transferor hereby acknowledges and agrees that it has
had a full and fair opportunity to review and negotiate the IMA with the advice of its
counsel; and accordingly any drafting errors, ambiguities or inconsistencies shall not be
interpreted against New Operator.

23.  Costs and Expenses. Except as expressly otherwise provided in this IMA,
each party hereto shall bear its own costs and expenses in connection with this IMA and the
transactions contemplated hereby.

24, Performance. In the event of a breach by either party of its obligations
hereunder, the other party shall have the right, in addition to any other remedies that may be
available, to obtain specific performance of the terms of this IMA, and the breaching party
hereby waives the defense that there may be an adequate remedy at law,

25. Effect and Construction of this IMA. The captions used herein are for
convenience only and shall not control or affect the meaning or construction of the
provisions of this IMA. This IMA may be executed in one or more counterparts, and all
such counterparts shall constitute one and the same instrument. Copies of original signatures
sent by facsimile transmission shall be deemed to be originals for all purposes of this IMA.
All gender employed in this IMA shall include all genders, and the singular shall include the
plural and the plural shall include the singular whenever and as often as may be appropriate.
When used in this IMA, the term “including” shall mean “including but not limited to.”

26. Waiver, Discharge, etc. This IMA shall not be released, discharged,
abandoned, changed or medified in any manner, except by an instrument in writing executed
by or on behalf of each of the parties hereto by their duly authorized officer or
representative. The failure of any party to enforce at any time any of the provisions of this
IMA shall in no way be construed to be a waiver of any such provision, nor in any way to
affect the validity of this IMA or any part hereof or the right of any party thereafter 10
enforce each and every such provision. No waiver of any breach of this IMA shall be held to
be a waiver of any other or subsequent breach.

HH00L]1 1314902 12
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27.  Rights of Person Not Parties. Nothing contained in this IMA shall be deemed
to create rights in persons not parties hereto, other than the successors and proper assigns of
the parties hereto.

28.  Severability. Any provision, or distinguishable portion of any provision, of
the IMA which is determined in any judicial or administrative proceeding to be prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of
such prohibition or unenforceability without invalidating the remaining provisions hereof,
and any such prehibition or unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction. To the extent permitted by applicable
law, the parties waive any provision of law that renders a provision hereof prohibited or
unenforceable in any respect.

29,  Further Assurances. Each ofthe parties hereto agrees to execute and deliver
any and all further agreements, documents or instruments necessary to effectuate this IMA
and the transactions referred to herein or contemplated hereby or reasonably requested by the
other party to perfect or evidence their rights hereunder.

30. _ Either party may terminate this IMA in the event: 1) they become reasonably
dissatisfied with the other party’s performange prior to the Initial Closing and New Operator
is not able to reasonably address such dissatisfaction within 90 days after receiving written
notice from Transferor detailing the bases for such dissatisfaction: or 2) the other party
breaches the terms of this Agreement or any other agreement between Transferor and New
Operator_and such breach is not cured within ninety (90) calendar days after the non-
breaching party gives the breaching party written notice of the breach: provided that if more
time is reasonably needed to cure, New Operator shall have additional time to effect such
cure so long as New Operator is diligently prosecuting such cure to completion: 3) if the
Initial Closing. or Real Property Closing do not occur by the dates set forth respectfully in
Sections 2.1 and 2.2 of the First Amendment to_Asset Purchase Agreement; or 4) New
Operator does not obtain licensing approval to operate the hospital under its own license by
June 30, 2013 { or asuch later date i June 132013 -deadline-is-extendedas approved in
writing by the parties hereto): provided that if, despite Buyet’s diligent efforts, CDPH has
not_issued a license to Buyer by June 30, 2013, Buyer shall be afforded such reasonable
additional time as needed to obtain such license so long as Buyer continues to diligently
prosecute receipt of such license.

HI490.41 1314902 13
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IN WITNESS WHEREOF, the parties hereto have caused this Interim Management
Agreement to be executed as of the date first written above.

“New Operator” “Tramsferor” ___ ____ + 5.5 - { Formatted: Font: Times New Roman )
" { Formatted Table )
Community Healthcare City of Needles, a California Charter
Partner, In¢., City and the Needles Municipal
a California nonprofit corporation Hospital AKA The Colorado River
Medical Center
By: By:
Name: Name:
Its: Its:
e - - { Formatped: Font: Times New Roman
H3100:4 (1314002 14




SCHEDULE A

MANAGEMENT SERVICES AGREEMENT

Formatbed: Outline numbered + Level: 1 +

1. General Management Services. 'I:]ie Management Services to be provided*” ™~ Numberig Style: 1, 2, 3, .. + Starkat: 1+
by the New Operator during the Management Period include, but are not limited to those Alignment: Left + Aligned at: 0.5% + Tab after:
summarized below. 1* + Indent at: 0", Widow/Orphan control

1.1  Invoicing and collection services utilizing the Transferor’s provider
numbers and presenting claims under the Transferot’s provider agreements for the Hospital;

1.2  Timely payment of all rents, insurance, taxes, operating costs, and all
other costs and expenses relating to operation of the Managed Operations and the Assets;

1.3 Establishing credit in New Operator’s own name and purchasing in its
own name all supplies and other items necessary for the efficient operation of the Managed

Operations;

1.4  Substantially complying with all statutes and regulations of
governmental authorities applicable to the operation of the Hospital, including completion of
any plan of correction, prosecuting any protest or appeal of regulatory penalties or sanctions
on behalf of Transferor, and the payment of any fine or penalty, which is attributable to
events occurring during the Management Period; and

1.5  Providing all necessary bookkeeping and accounting for the operation
of the Managed Operations.

2. Employees and Agents. Prior to the Initial Closing under the APA,
Transferor shall provide or otherwise arrange for the services all current clinical, non-
physician staff which Transferor employs (collectively, the “Workforce”) in order to
support the continuing operation of the Facility; provided, however, that such workforce will
be subject to any changes by virme of any petsonnel resignations or terminations or, with the
approval of both New Operator and Transferor, additions. The Workforce shall be
employees of and/or contractors to the Transferor, but New Operator shall have the authority
and responsibility to designate tasks to be performed by the Workforce in support of proper
Facility operations, and shall manage, instruct and oversee the Workforce in the manner,
means and method of accomplishing such tasks, consistent with New Operator’s
responsibilities pursuant to the IMA and its indemnification obligations pursuant to Section 8

/[Fumaluszont:ﬂmesNewRoman

of the IMA. If either New Operator or Transferor havelﬁiconoems about the performance .

of, or actions by, any members of the Workforce priot to the Initial Closing, New Operator
and Transferor shall reasonably cooperate with each other regarding possible reassignment
or other actions with respect to such member of the Workforce,

H3+400-4] 1314002 15




2.1 Inthe event any material vacancies occur in the Workforce during the _ .

Management Period, New Operator shall be responsible for recruiting, and directly hiring the
personnel needed or desired to fill such vacancy and providing the services of such new or
replacement personnel to the Facility in support of its operations; provided that Transferor
shall be consuited and have a right to provide reasonable input into the recruitment and
selection process. New Operator shall be fully responsible for mecting all employer
obligations, including without limitation all withholding and workers compensation coverage
requirements, for any such personnel directly hired by New Operator to fill vacancies.

2.2 Priorto the Initial Closing, New Operator shall support and maintain
Transferor’s current human resources management policies and procedures, including
arranging, completing and coordinated all orientation and other training, evaluations,
counseling and disciplinary activities in coordination and conjunction with RCH’s Human
Resources Department personnel.

2.3 After the Initial Closing, New Operator shall, except as otherwise
agreed by the Parties or legally required, employ, provide and supervise the Workforce
needed to operate the Hospital and the above-stated obligations of Transferor as employer
shall cease,

3. Hospital and Equipment Management and Maintenance. New Operator

/,'[l'ornmd:Fu'rt:TmNewRoman

shall provide or arrange for, and supervise, the reasonable and competent maintenance and__ . - { Formatted: Font: Times New Roman

repair of all improvements, fixtures, furnishings, equipment, grounds, parking areas, systems
and all other tangible components of the Hospital, as reasonably necessary to keep and
maintain all aspects the Hospital in good working order and condition, subject to reasenable
wear and tea casenably—consisten ith ansferoris—prio ;“';“ If New

*

Operator determines, or at least learns that, any of the furnishings, fixtures and equipment at
Hospital is in need of replacement, repair or modification, or that any of the current use of
space at the Hospital could benefit from adjustment, New Operator shall promptly provide
such recommendations to Transferor.

4, Patient Relations. New Operator shall manage the admissions and
discharges of residents and the management of patient contracting and relations, in
accordance with Transferor’s policies, procedures, documents and materials, and in
consultation with Transferor.

5. Risk Management and Patient Relations. New Operator shall assist
Transferor in providing risk management and patient relations services, including without
limitation: (a)identification and analysis of risk; (b} loss prevention; (c) claims management
of general and professional covered claims; (d) compliance with applicable federal and state
mandated reporting requirements; and (e} processing and responding to resident complainis.

L3001 131490.2 16
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Any risk management and resident relations services provided hereunder shall be subject to
the ultimate authority of the Transferor through the Licensure Date.

relations programs and policies, including without limitation maintaining positive relations
with physicians, nursing and other professional staff and other facilities and providers in
connection with the services provided at the Facility, consistent with ali applicable Legal
Requirements; all of which shall be subject to Transferor’s reasonable prior approval prior to
the Licensure Date.

7. Third Party Payor Coatracts. New Operator shall assist Transferor in
obtaining and maintaining relationships with third party payors, and negotiating contracts
with such payors on behalf of Transferor, subject to guidelines adopted, and the nltimate
approval of contracts, by the Transferor prior to the Licensure Date, to the extent permitted
by applicable Legal Requirements.

8. Special Employees.

Operator’s discretion, provide other individuals to function in administrative positions
normally occupied by Transferor employees. The Hospital CEQ and any other individuals
provided by New Operator hereunder are collectively referred to herein as the “Special

Employees=}:”. All other personnel as necessary for the proper operation and maintenance

of the Transferor shall be employees of the Transferor through the Initial Closing. To the
extent that New Operator elects to hire and provide any Special Employees, such Special
Employees shall, subject to the ultimate authority of the Hospital Board, have the
responsibilities and authority normally associated with the administrative position they are
filling. Transferor shall remove any persons previously filling such administrative position
filled by the Special Employees and New Operator shall not be responsible for the
compensation or benefits costs associated with such removed administrative personnel.

H3H90-31 1314902 17

_ . { Formatted: Font: Times New Roman

. { Formatted: Font: Times New Roman




{Moved to

Style change

Format change

Moved deletion

Inserted cell

Deleted cell

Moved cell

SplitMerged cell

Padding cell

"

4

4]

1o Q

Style change 0
Format changed 0]
Total changes j_i




{ Page 1: [2] Formatted Erika Garduno - . 2/19/2013 7:58:00 AM |
Font: Times New Roman

[ Page 1: [2] Formatted Erika Garduno 2/19/2013 7:58:00 AM |
Font; Times New Roman

| Page 1: [2] Formatted Erika Garduno 2/19/2013 7:58:00 AM |
Font: Times New Roman

| Page 1: [3] Formatted Erika Garduno 2/19/2013 7:58:00 AM |
Font: Times New Roman

[ Page 1: [3] Formatted ' Erika Garduno 2/19/2013 7:58:00 AM |
Font: Times New Roman

| Page 1: [3] Formatted Erika Garduno 2/19/2013 7:58:00 AM |
Font: Times New Roman

| Page 1: [3] Formatted _Erika Garduno 2/19/2013 7:58:00 AM_|
Font: Times New Roman

| Page 1: [3] Formatted __Erika Garduno 2/19/2013 7:58:00 AM |
Font: Times New Roman

{ Page 1: [3] Formatted _Erika Garduno 2/19/2013 7:58:00 AM_|

Font: Times New Roman



INTERIM LEASEBACK AGREEMENT

THIS INTERIM LEASEBACK AGREEMENT (the “Leaseback Agreement”) is made and
entered into as of , 2013, by and between CITY OF NEEDLES, A CALIFORNIA
CHARTER CITY AND THE NEEDLES MUNICIPAL HOSPITAL AKA THE COLORADO
RIVER MEDICAL CENTER (“Tenant”), and COMMUNITY HEALTHCARE PARTNER, INC.,a
California corporation or its permitted assignee (“Landlord”).

RECITALS

A. Tenant and Landlord have entered into that certain Asset Purchase Agreement dated
as of September 25, 2012, as amended (the “APA”) , and certain other documents executed in
connection therewith (the “Transaction Documents™).

B. Landlord is receiving all assets used in the operation of the Hospital (as defined in the
APA) including directly leasing all of the Real Property (as defined in the APA), except that the
pharmacy assets of the Hospital and certain licensee required contracts shall be transferred later upon
the Buyer’s Licensure Date (as defined in the IMA).

C. Tenant and Landlord are entering into this Leaseback Agreement pursuant to and in
consideration of an Interim Management Agreement (“IMA”) which they are separately entering
into.

D. Until the Buyer’s Licensure Date, Landlord desires for Tenant to remain in legal
possession of the Hospital so that Tenant’s Hospital licenses will remain in effect.

E. Landlord desires to lease and, with respect to Real Property sublease, all of the
tangible assets used in the operation of the Hospital to Tenant and Tenant desires to so lease and
sublease such Hospital assets from Landlord, on the terms and conditions hereinafier set forth.

NOW, THEREFORE, in consideration of the covenants and conditions contained herein, and

for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereby agree as follows:

11297243 1



DRAFT

217113

1. DEFINITIONS. Any capitalized term appearing herein which is not defined shall
have the same definition as ascribed under the APA or IMA, as applicable. All references herein to
the lease of the Leased Premises to Tenant shall be deemed to constitute the sublease of all Real
Property and the lease of all other property included within the Leased Premises.

2, DESCRIPTION OF THE PREMISES. Landlord hereby subleases to Tenant and
Tenant subleases from Landlord all of the Real Property and Landlord also hereby leases to Tenant
and Tenant leases from Landlord all of other furnishings, equipment and tangible personal property
used in the operation of the Hospital. (collectively, the “Leased Premises”).

3. TERM: TERMINATION.

3.1 Term. The term of this Leaseback Agreement shall commence at the
Effective Time at the Initial Closing (as defined in the APA), and shall continue until terminated in
accordance with the terms of Section 3.2 hereof.

3.2  Termination of IMA. This Leaseback Agreement shall be deemed terminated
concurrent with Buyer’s Licensure Date, but in any event not later than June 30, 2013, unless
extended in writing signed by the parties hereto.

4. PAYMENTS BY LANDLORD.

4.1  Utilities. Landlord shall pay all water, gas, heat, light, power, telephone
service, and all other utilities and services supplied to the Leased Premises during the term hereof.

42  Taxes. Landlord shall pay all real and personal property taxes, assessments
and levies of any kind or nature whatsoever taxed, assessed, levied or imposed upon or against the
Leased Premises during the term hereof,

4.3  Insurance. Landlord shall pay all insurance premiums for insurance covering
the Leased Premises during the term hereof. Landlord covenants and agrees that all of the property
constituting the Leased Premises is covered as of the date hereof and will be covered at all times by
general liability, fire, theft and physical damage insurance. All such insurance shall name Landlord
and Tenant as insureds as their respective interests may appear.

44  Repairs and Maintenance; Alterations. Landlord shall pay all costs of
repairing (including replacement of) and maintaining the Leased Premises and every part thereof in
good and sanitary order, condition and repair during the term hereof, reasonable wear and tear
excepted, including, without limitation, all costs of all repairs, replacements and maintenance
required by any applicable governmental law, statute, ordinance, rule or regulation. Tenant shall not
make any alterations or changes to the Leased Premises without prior written approval of Landlord
which may be given or withheld in Landlord’s sole discretion.

11297243 2
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5. USE. The Leased Premises shall be used for the operation of the Hospital, subject to
the terms of the APA and the IMA.

6. MISCELLANEQUS.

6.1  Further Assurances. Each of the parties hereto agrees to execute and deliver
any and all further agreements, documents or instruments necessary to effectuate this Leaseback
Agreement and the transactions referred to herein or contemplated hereby or reasonably requested by
the other party to perfect or evidence their rights hereunder.

6.2 Notices and Demands. All notices and demands, requests, consents,
approvals, and other similar communications under this Leaseback Agreement shall be in writing
and shall be sent by personal delivery or by either (a) United States certified or registered mail,
return receipt requested, postage prepaid, or (b) Federal Express or similar generally recognized
overnight carrier regularly providing proof of delivery, addressed as follows:

If to Tenant: City of Needles
Attn: City Manager
817 Third Street
Needles, California 92363
(760) 326-2113

If to Landlord: Community Healthcare Partner, Inc.
[14602 Fair Oak Drive]
[Lake Elsinore, CA 92530]

Attention: Bini Lum

Any notice so given by mail shall be deemed to have been given as of the date of delivery (whether
accepted or refused) established by U.S. Post Office return receipt or the overnight carrier’s proof of
delivery, as the case may be, whether accepted or refused. Any such notice not so given shall
deemed given upon receipt of the same by the party to whom the same is to be given. Any party
hereto may designate a different address for itself by notice to the other party in accordance with this
Section 7.2.

6.3  Payment of Expenses. Each party hereto shall bear its own legal, accounting
and other expenses incurred by Landlord and Tenant in connection with the preparation and
negotiation of this Leaseback Agreement and the consummation of the transaction contemplated
hereby, whether or not the transaction is consummated.

6.4  Entire Agreement; Amendment; Waiver. This Leaseback Agreement,
together with the other agreements referred to herein, constitutes the entire understanding between
the parties with respect to the subject matter hereof, superseding all negotiations, prior discussions
and preliminary agreements. This Leaseback Agreement may not be modified or amended except in
writing signed by the parties hereto. No waiver of any term, provision or condition of this
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Leaseback Agreement in any one or more instances, shall be deemed to be or be construed as a
further or continuing waiver of any such term, provision or condition of this Leaseback Agreement.
No failure to act shall be construed as a waiver of any term, provision, condition or rights granted
hereunder. To the extent that the terms and conditions of this Leaseback Agreement conflict with
the terms and conditions of the APA or the other Transaction Documents, the APA and the other
Transaction Documents shall control and this Leaseback Agreement shall be deemed amended to
conform to the terms and conditions of the APA.

6.5  Assignment. Neither this Leaseback Agreement nor the rights, duties or
obligations arising hereunder shall be assignable or delegable by Tenant or Landlord without the
prior written consent of the other party, which may be granted, denied or conditioned in such party’s
absolute discretion except that Landlord may assign this Leaseback Agreement in connection with
any permitted assignment under the IMA. Subject to the foregoing, this Leaseback Agreement shall
be binding upon, and inure to the benefit of, the respective successors and assigns of the parties
hereto.

6.6  Joint Venture; Third Party Beneficiaries. Nothing contained herein shall be
construed as forming a joint venture or partnership between the parties hereto with respect to the
subject matter hereof. The parties hereto do not intend that any third party shall have any rights
under this Leaseback Agreement.

6.7  Captions. The section headings contained herein are for convenience only and
shall not be considered or referred to in resolving questions of interpretation.

6.8  Counterparts; Signatures. This Leaseback Agreement may be executed and
delivered via facsimile and in one or more counterparts and all such counterparts taken together shall
constitute a single original agreement. This Leaseback Agreement may be delivered by facsimile or
electronic transmission, including by e-mail as a PDF, and facsimile or PDF copies of executed
signature pages, which shall be binding as originals.

6.9  Governing Law. This Leaseback Agreement shall be governed in
accordance with the laws of the State of California without regard to the conflict of rules of such
State.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
[SIGNATURE PAGE FOLLOWS]
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[Signature Page to Interim Leaseback Agreement]

IN WITNESS WHEREOF, the undersigned have executed this Leaseback Agreement as
of the date first written above.

LANDLORD: TENANT:

Community Healthcare Partner, Inc. City of Needles, a California Charter City
and the Needles Municipal Hospital AKA
The Colorado River Medical Center

By:
Name: By:
Its: Name:

Its:
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