WRITER'S DIRECT DIAL NUMBER:

August 9, 1990
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Washington, D.C. 20580

Att.: Patrick Sharpe, Esq. -

Dear Pat: o
] . |
I; transaction. N
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" these entities that accomplishes the shift in control of the
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would be no change in the potential competitive impact of the

transaction, but in your view, the reporting requirements would

be different. As I also noted, such an interpretation has the

natential tn ngrmit  girhoyt cownlianea all.cimil-r doint

ventures so long as (i) no participant will own 50% of the
holding company and (ii) there is some sort of merger. This

; could not be the intention of §801.40.

I hope the Department will reconsider its position.
Please be so kind as to call on Monday to discuss this matter.

Yours truly,
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August 13, 1990
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7_and Federal Express

Dear ~
The purpose of this letter is to confirm the terms of out
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; after the date hereor, Wil will submit a draft of the
g definifive purchase agreement and proposed form of lease for
| yzmr review apd shall in good faith negotiate additional

representations and warranties, affirmative covenants and
conditions precedent as are customary in transactions of this
type and such other provisions as shall be mutually agreeable.

Each party agrees to use its best efforts and to take such
corporate and other action as shall be necessary and
appropriate to cause the acquisition of the Facili
and the subsequent leaseback by you or your affiliates to be
duly: consummated as soon as practical with. one group of
fac LDES;ES totaling approximately $76 million expected to close

other in connection with the transactions contemplated hereby.
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l specified on Exhibit I. The definitive agreements will contain
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The form of a satisfactory Standby Irrevocable Letter of
Credit is attached as Exhibit IIIX.

conforming use.
. 3, Receint of evidence of .orover licensing and compljance

: to all permits, licenses, conditicnal use permits,
certiflcates of need, and proof that each Facxlity is in
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and all insurance requirements, and has all necessary
current provider agreements.

&. Disclosures in writing, for @sreview, of all pending
or threatened 1litigation or governmental proceedings
seeki.ng to enjoin, challenge or collect material damages
in connection with the Facilities or the
acquisition.

S. Receipt of title commitments satisfactory to - in
current ALTA extended coverage owner's form for each of
‘. — — lam Blamamd Tddedam T mbh menmbe _,Iﬂ_lw :j_“,-u"ila Aatvgvg.rvln
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Page Three

bl

garinre. o=wa

zs-miverpnrs

- reasopaple COSL); 1OSUring over and agalnst parties in
possession of the Facilities; and such other title issues
as required by Q. Each policy shall be in an amount at
least equal to the acquisition price for the Facility.
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Ei—— ' ©. Kecelpt of a tinal “as-bullt" ALTA survey for each of the
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easements), building lines, roads and such other items as
may be required bysiillor the title company. The surveys
shall indicate that there are no encroachments onto any
adjacent property or onto any building line or easement

due diliagence.

I or S |2 occurred.

Satigfactory completion of enviranmental

engineering firm acceptable to concerning the
presence of hazardous substances on, in, or under the
properties.

satisfactory to oA from a qu‘al-ifi‘ id geotechnical or

9.  Receipt of legal opinions from counsel to <l and its

.."‘-4':-;-6-*:-,, ___ = oepoa———

authorization; enforceability; violation of law or codes:;
Cause of an event of default; zoning; receipt of all
approvals, consents, permits, licenses, and certificates
of need; litigation; eminent domain; and environmental
' matters.

10. For the Group 1 facilities there has been no material
adverse change in operating performance of the Existing
Facilities.
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Page Four
5 third parties, with a minimum aggregate purchase price of
: §45 million, 3)~ achieving net revenue less
R ‘I q-b ::d::i ;:--i E-H‘ € _mo Jine "im _

$71 million for the three months ended February 28, 1991

_(whichever month end iggdiately precedes the closing) 4)

?———'
performance of the Facilities at or above fiscal year 1991
‘ n ﬁ H\ﬂ }i!.va'le ae myvacantal +A +ha TDA hanit Avarrm Far Sho

12.

Approval of the transactions contemplated hereby by
e bank group and approval of néw covenants by
R bank group which will allow ' to operate
at the forecasted levels without default.

. @B obligation to close the Facilities included in the
fﬁﬂg:ﬂfimhutmf vn: ingngnfp od hv Gl (cos Fvhihit TT)

The obligation of a8 to consummate the Group 1
transaction will be subject to:

1. Receipt of evidence of proper licensing and compliance
with other legal requirements, including but not limited
to, all permits, 1licenses and certificates of need
regquired to permit the transfer.
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1. Receipt of evidence of proper licensing and compliance
? with other legal requirements, including but not limited
! to, all permits, licenses and certificates of need
’ required to permit the transfer.
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2. gpp:oval of the Group 2 transactions contemplated hereby
Y

"bank group.

. by August 15, 1990. Also,
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Sale/Leaseback

T o miom Macem O% ool

J will acquire and concurrently lease back to Wllmg the Facilities

The Base Rent will be the Base Lease Rate times the acquisition price
paid in equal monthly installments, in advance. The Base Lease Rate,
currently estimated at 12.7%, will be 395 basis points above the 10 Year
Treasury Rate at the close of business, 5 business days prior to the
date of closing.

The Base Rent will be adjusted at the end of year 10 by 50% of any
increase (but not decrease) in the 5 year Treasury Note rate since the
lease commencement date.

acguisition price of the facility. The rent increases set forth in this
___j‘ggr@g,gul me%

,!i_gdﬁ:'“:\;ﬁaq, Post o 1 larmial thowrxeadne of ENT_Dant _nehnraantagoBrot |

, continuing in each year thereafter, 80% of the highest annual Additional
i Rent for the prior years of the lease shall become Minimum Additional
!  Rent.

1 of 10




, ) _ Exhibit I m
Sale/Leaseback
Lease Term Eheet

Rent (Continued):

Percentage Rent will equal 5% of annual revenues less contractual
allowances and bad debts ("Gross Revenues") in excess of Base Revenues
up to the Transition Point. Base Revenues, for percentage rent

WA i 2 2 ved ¥ 2 o~ — P _F ORI S TSR

Additional

Additiohal Rent, regardless of whether Percentage or CPI Rent is paidj
equals I35% of the first year Base Rent for all of the Facilities (the
"Transition Point"), Percentage Rent will be 5% of annual Gross Revehues
in excess of Base Revenues up to the Transition Point plus 3% of annual
Gross Revenues after the Transition Point. Gross Revenues and Base

!
E When aggregate rent for all of the Facilities (annual Base Rent plus
H
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The Facilities will be leased on a completely net basis for a primary
e e T = sl alihalll b

o . :

For each Facility lease, one-half of one percent of the purchase price
will he_naid_as simnlemental. rent at_tha.and af wrear 10

E

——

For any facility, the lessee shall have a right of first refusal to
purchase such facility during the entire lease term and during any

renewval. as long as there is not a xisting defanlt under the lease. _If

S s o

L not be in excess of the greater of i) fair market value or ii)

' original cost, including the cost of any capital additions funded
‘3ir market value shall ho Aafinad ae +ho fan cimnla ras]
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Sale/Leaseback
Lease Term Sheet

ter of Credit (New Facilities):
An annually renewed letter of credit ("L/C") from a commercial bank
satisfactory to equal to 12 months’ Base Rent, will be required

| g = e e om i (e T T kN T T AT

|  Exhibit I ,

agement fee, of 2.0 to 1 for 12 consecutive

coverage, after a 6% man
i receives credit ratings on its senior unsecured

months and whenyli
debt of at least "BB" from Moodys rating agency and at least "Ba" from
Standard and Poors rating agency. The L/C requirement shall be
reinstated if either of such ratings is downgraded below “BB" or "Ba',
respectively, or if any one of the New Facilities fails to meet the

. %
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osses: on défauit.

Ir Letter of Credit/Security Deposit (Existing Facilities):

A security deposit in an amount equal to three months’ Base Rent or a

—rercde -od ) % ]-i .r,_..x..-.a Lz _dhem Terd mded ey

. credit to cover any losses on derault. , )
efforts to obtajin a letter of credit rather than providing the security
deposit.

commitment, SR i1l pay togll# an additional $400,000 of the

~gitre s fm sk h'-;.-%m ‘“‘T_‘“ vt..igniﬂ “he itmant if fha trancactiap
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srminat l will pay to Wl
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' commitment ree, 1 the amount oI $1UU,00U. UpOn acceptance or wie
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; ' i the balance of the commitment fee
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Exhibit I

sale/Leaseback
Lease Term Sheet

EXpensess: ,
e :&mgwn‘prnmﬁjgn nf thn oemmi +mant_ SR g§h211 nay. its.oun

he commifment and paid for by

F s consultants.
will pay all other costs and expenses assocxated with the

, expenses.

awill deliver a copy of the completed appraisals to SElllljgm whether
or not the transaction closes.

ubleases
A lessee must obtain the prior written consent of 98 ror any sublease
[P -— 2w P . —~— e A 2 Lk Al mmT e e wlusisw T s
[ § Or {(11) SU% OI TNne gross revenues receliveu Ir0ll Uit aSSLIYiuuciic. s
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Personal Property:
The personal property shall belonq to the lessees. At the end of the
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Exhibit I

8ale/Leaseback
Lease Term Sheet

Cross=Default and Cross-Collateraljzation:

A default under any of the New Facility leases shall be considered a
default under all of the leases between %nd Ot or arfiliates
thereof. A default under any Existing Facility lease shall be
considerad a default under all other Existing Facility leases betweéen
‘and YNNI or affiliates thereof, but not a default under the New
'Facility leases. The letter of credit for the New Facilities shall be

[ A . -a - -
- — b

c30936c011ateralized among all Existlng Facil1ty leases.  Also, a
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1 Security:

F&Y tha New Farnilities onlv_ dilllE chall t+ake a firet ascnrad intersat

e

—_— e ax .

requireds

General Liability insurance will be required with a limit of not less
- VAIGil Pi YYU s UuUyU PEL UGLULLTIlUE, oY.UUU.UUU _EXCess. Wil a geduciioie Ol

T

l OL nNOL 1eSS tnan »4,Vu0u0,uUVu per oCCurrence ana excess ol art least l

) QN m Tha _Avictinye €9 RNN 00N AradiicdediTa 23317 lao masmed medlla
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" i
N, limit or $2,000,000 per occurrence and excess of $75,000,000 after the
next $500,000.

Excess its of a minimum of $75,000,000, will be required for General,

and Auto coverage.

All Risk, 100% replacement cost, property coverage insurance will be
, required with a 90% coinsurance clause with a permissible deductible of
! §10,000. Qto be named loss payee as owner. loss of Rent coverage




__ Exhibit I

gale/Leaseback
Lease Term gheet

waseil. i1 1 _mointain Ar E:ne}a +A ho maintained with financiallv sound
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g will have the right of first refusal to provide on equal or pbetter
| terms the gext 550 million of sale and leaseback funding to -
after the ' transactions contemplated herein and approximately $45
million third-party sale/leaseback transactions contemplated herein.
This right of first refusal shall expire on the third anniversary of the
Group 1 lease commencement date.

Capital Additfons:

+ rhall % ;T:a Aammisvead N cehall have fhe right

-

il —

e

of SN If the cost of the Capital Additions to a facility exceeds i
" - = — «‘g‘..

to provide funds to pay for any Capital Addition. If A declines To
rpvide such funding on terms reasonably acceptable to 4iiiiliic., then
b nay provide or arrange such funds. If the funds are provided or
arranged by JN nd the amount of the Capital Addition exceeds
$100,000, then the calculation of Additional Rent for the facility shall

be modified as follows:

O [ % T PR B PO L S PN DT N S U S G JEGPSy . [ VS PEYVY RN -

12 monthg after compietion o e
L dditionzl Dant+ chall rasura_wjth
—r - k F 3 - A

l of such exclusion, the Gross Revenues attributable to such capu:af_
.

___Addition chall be deemed to be an amount which bears the same proportion
Y - =

— -
k- — — - —

—
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Sale/Leaseback
- Taree form _Ahant .

Capjital Additions (Continued):

3.9% T _at that v
which exc:eeds $1ﬂo 000 and is financed by ‘

n.nf the lease Sllleyill cappensato /AR for the nst
I va‘[txe Or Toe Capital AQdltions rlnanced by WEENSEA Dy, at WS

- - e o e ——

Use of Proceeds:

}'shall use the proceeds from the sale of the Facilities for one

AT MA¥E AF Fha. £Allamine PN As A . = AF mAmam £ELIT L adnd

| ' > tine ol clos ayment of existing indebtedness of the

Subsidiary and i , (iv) payment of other
intercompany indebtedness owed by each Subsidiary at the time of
,  Closing.m also shall use the proceeds from the sale of the

Facilities in a manner consistent with.covenants in documentation for
its senior bank debt and public debt issues dealing with "Sale of
Assets. " shall provide a letter from the agent of its senior
bank debt acknowlédqing receipt of any proceeds in payment of existing
senior bank debt. 4R shall further provide documentation of all of
the wire transfers evidencing said payment of senior bank debt.

Purchase Option {(New Facilities):

The: Lessees shall have an option to purchase the New Facilities at the ‘

i 7

i
|
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| _ . Exhibit 1 , . o

Lease Term sheet
The: folinwing terms will be effective only as long as— or any of

-—wsem Y o W admcacmsn cscs D mea deln
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111 consent to@llNNR or any @ subsidiary Lessee granting
old mortgages on the Facilities to the LBO bank group. Leasehold

ﬁ-ql-nxa;“- [T ErT A A R NI NN J ) ¥ msm T A wArri Aty avA arnrars T

gﬂ_

] » B0 bank group shall have the right to cure any monetary
default or any non-monetary default curable by the bank group. '
| ri TLlukn wamaimad £a ciue notica to fha _acrapt af the JLRN_bank_aron lnpn

E et e W m e wremem > mew v —— — -
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e
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ehall not be unreasonably withhéld.
ssi nmént‘of Right of First Refusal and Purchase Option:
‘ill permit‘or any‘ subsidiary Lessee to assign its

i SR Ty . X O S n-.J e b

W __ % A S e B e

right'of first refusal or purchase option.
| gight j_:__ Substitute Facilities:

oo s dduccde s o Ll ddore dem MivwmA w

Internal Revenue code; and (ii) it will satisfy the requirements to be
provided by related to@llillg taxation as a real estate investment
trust.
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— ixhibitl

Lease Term Sheet

Right to Substitute Facilities (Continued):

il 7 2 . M“‘:l €ogai Lidar o i Eﬂgf!n
; 4%22555§!§EEE el —
to or greater than s return and yield from the s

| at the time of such substitution (or in the case of damage or
destruction, the yield immediately prior to such damage or destruction)
and as reasonably projected over the remaining term of the lease, taking
into account any cash paid or received and any other relevant factors.
The substitute facility must also be otherwise reasonably acceptable to
' 2 . hereby agrees to assume all costs incurred by in.
‘donnection with the substitution of facilities.

Financial Covenants:
Theilggses:shall not contain any financial covenants, other than the

o il —— R K SIS JPL JNUSTE: S ISSNRRUSSISIUR IF S L. N B alna T T wasmd=
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$10,000,000 *

vouvu, vuy
$7,600,000
$6,900,000
$6,500,000
$6,300,000 *
$6,800,000
$8,800,000 *

$18,500,000

€8 2NN nnn o

$6,100,000
$6,100,000

$5,000,000
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Irrevocable Standby Letter of Credit
Page Two

Thies Letter of Credit shall expire at 2:00 p-m. at the offices of

Any draft drawn hereunder must bear the legend "Drawn under

—fbank] _ letter of Credit Number _[IL/C #] _ dated _[L/C Datel."
Except so far as otherwise expressly stated, this Letter of Credit
is. subject to the “Uniform Customs and Practice for Documentary
Credits (1983 Revision), International Chamber of Commerce Brochure
No. 400." We hereby agree with you and all persons negotiating

such drafts that all drafts drawn and negotiated in compliance with

certified or registered mail, or in person, to {bankl , located
at __{bank address] if negotiated on or before the expiration

date shown above.

Very truly yours,

By:
Title:

=




| EXHIBIT III

TRREVOCABLE STANDBY LETTER OF CREDIT

.Datez - . Letter of Credit #:

Expiration Date:

GENTLEMEN:

We hersby establish our Irrevocable Letter of Credit in your favor -

for account of available by

x’gp;.gﬁg“:sl _On Ef nAaghlg st_ciohty nat o, m!.nna.ﬁ ~ ket l _~f

this Letter of Credit and the following documents:
1. & cerfificate purported

to be gxeguted bv a renrespntative nf

SCawIUd _LilgL JJitooue L

R po—

e a.\—ufg-,v& 7

and ﬁ[hiréésé-e] r an affitlate of _{lessee] , as lessee, and

stating the amount for which a draw under this Letter of
Credit is made; (or) a certificate urported to be e
a representative of , :
stating that __[lessee] , as lessee, has not supplied. &
replacement Letter of Credit for this instrument prior to
thirty (30) days in advance of the expiration of this

instrument for the account ofm

Inc.
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