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AMENDED AND RESTATED LEASE

Between

KLAMATH FALLS INTERCOMMUNITY HOSPITAL AUTHORITY

and

MERLE WEST MEDICAL CENTER

ended and Restated Lease d
of September 1, 1977
y Hospital Authority,

ated as
Intercommunit

and which has authority to own and ope

defined in Oregon Revised Statutes 441.525 to

Tate a hospital facility

as that term ig
441.595 inclusive ag ame

nded (the "Act ").

WITNESSETH:

That in consideration of the m
Lessor to provide ang Lessce to obtaj

utual covenants herein contained and in order for the
parties hereto €ovenant, agree and bip

n additional hospital facilities which are needed, the
d themselves ag follows:
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Supplement tq
partics, provide that Lessor shall not consent
first Obtaining Lessec's conscnt, ] eg
and requirements of the

Bond Docume
Section 1.2, itions. Any
€ meaningg assigned to them ip

have th
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ARTICLE |1

Section 2.1, Rmﬂlﬁﬂ.on% Lessor makes the following
Tepresentations as the basis for jtg undertakings herein:

(@ Lessor agrees that it will do Or cause to be dope all things necessary to
preserve and keep in fy]) force and effect its existence, SSOr is not ip default under
the laws of the State and hag been duly authorized to €xecute and deliver thjg Leasc,

®) Lessor hag acquired good ang marketable fee simple title 1o the Hospital
Facilities, subject to Permitted Encumbranccs, previously hag caused the completion of
the 1977 Project and will cause the complction, as herein provided, of the Construction,
acquisition ang installation of the 1991 Project, ag may be necessary and hereby Ieages
the Hospital Facilities to Lessec and Hospital Facilities to
as hereinafter Provided. Iessq
appropriate state, county, municipal apd other Corporations connection
and discharge arrangements for the Supply of water, £as, electricity ang other utiljtjeg
and sewage and Waste disposal for the opcration of the Hospital Facilities throughouyt
the Lease Term.

(© Lessor has furnished to Lessce evidence as to the status of the title of
the Hospita] Facilitics anq both Lessor and Lessee agree that ajj defects, irrcgulan'tics,
cncumbrances, casements, n’ghts—of—way and clouds op title set forth in such evidence
of title fa)) within the definition of Pemitted Encumbranccs.

Lessor has

d
1991 Bonds as
Bonds shaj] be in the 5

The Bonds are issued under and secured by the Indenture, pursuant to
SOr's interest in this Lease angd the Gross Revenues are assigned and
Trustec as security for Payment of the principal of apgq interest on the
nds are issued a¢ Additiona] Bonds under the 1977 Indenture and
enture on a parity basis with the 1977 Bonds.

f) Lessor wijj permit moneys ip the Specia] Funds to be uscd only in
accordance with the Provisions of this Lease and the Indenture,

() Lessor will causc to be maintained Separate accounts ang Supporting
Tecords of the cogts of the 1977 Project and the 1991 Project,
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Section 2.2, i - Lessee makes the followin
Tepresentations ang COvenants as the bagjs for the undertaking
@ . .

N its part herejp contajned:

of the State of O

Lessce is CXisti
action has been

regon and has power to enter into th Leasc and b

duly authorized to

is Y Proper corporate
€xccute and deliver this Lease.

(®)  Lessce will operate the Project as g
the Act unti] the €xpiration

"hospital” ag that term is defined ip
Or sooner termination of
herein,

the Lease Term 4as provided

building regulationgs

ction of the 1977 Project ang the 1991
() Le

its operations conform, and [ eg

all times during




performing Comparable functions to those

now performed by such
Commission), for accreditation; and

® Lesse
be operated the Hos

¢ shall at all times throughout the Lease Term operate or cayse to
P

ital Facilities in a manner acceptable to local, state ang federal
licensing authoritjes,

erm, administer, opcerate, maintain

his Lease; sha] as
m, use and occupy the Hospital
faithfully, cfficiently and exclusively
and shall abide by all present and
ions, requircments and orders of all

(B)  Lessee shall em
manager, exccutive directo

ploy and maintain in jts employ an administrator,
qualified by training and e

T, Or other chief executive of the Hospital Facilitics,
Xperience in hospital or industria management.

)] Any real or personal Property acquired, ¢quipped, Ienovated, improved
Or otherwise financed with the eds

proceeds of the Bonds shall be owned by an
organization described jn Section 501(c)3) of the Code.

The Lessce will comply with, and make all filings required by,

» Tulings or regulations promulgated by the Department of the Treasury
or the Intemnal Revenuc Service with Tespect to obligations described in Scction 103 of
the Internal Revenue Codc of 1954 and 145 of the Code, such as the Bonds.
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purposes set forth in this Lease and in the Indenture and no
will be used in any "unrelated trade or business” of the Lessee within
the meaning of Section 513(a) of the Code,

The Lessee will not causc the 1991 Bonds to be treated as "federally
guaranteed” obligations fo Section 149(b) of the Code, as may be
modified in an i ngs, policies, procedures, regulations or other
official statements promulgated or proposed by the Department of the Treasury or the
Intemal Revenue Service with Tespect to "federally guaranteed” obligations described
in Section 149(b) of the Code. For purpo i
be treated as "federally guarantced” if: (;

(Q  The Lessee Will not use or invest the proceeds of the Bonds or any other
amounts held by the Trustee under the Indenture Or any investment earnings thercon ip
a manner that will cause the Bonds to be “arbitrage bonds" within the meaning of
Section 148 of the Code.

@) The weighted average maturity of the 1991 Bonds will not exceed
120% of the reasonably expected Temaining economic life of the 1991 Project, taking
into account the res i isi ject. For




USe, or permit to be y
respect to a "hospital,”

™ The Lessce is not in violation of any provision of jts articles of
incorporation, as amended, has the Corporate power to enter into this Lease, apd has
duly authorized the €xecution and delivery of thjs Lease,

The Lessce has not Placed any lien op or pledged the Gross Revenues
Bonds

(W)
other than with Tespect to the 1977 Bop and the 1991 Bonds and as provided ip the
Indenture,

(Y)  There is no action, suit, proceeding, inquiry or invcstigation, at law or ip
cquity, before or by any court, public board or body, known to be pending or
threatened against or affecting the Lessee or any of its officers, nor to the best
knowledgc of the Lessec is there any basis therefor, wherein an unfavorable decision,
fuling, or finding would materially adversely affect the transactions contemplated by
this Lease or which would adversely affect, in any way, the validity or enforccability
of the Bonds, this Lease, the Indenture, the Loan Agreement, or the Guaranty
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Agreement or any agreement or instrument to which the Lessee is a party, used or
contemplated for use in the consummation of the transactions contemplated hereby.

. .

Section 2.2. i

For purposes of this Section, the following terms shall have the following
meanings:

"Environmental Laws" means an

y and all state, feder
and ordinances relating to the protectio

al and local Statutes, regulations
n of human health or the environment.

d Recovery Act,
s prchensive Environmental Response,
Compensation and Reliability Act, or any other of the Environmenta] Laws,

The Lessce TCpresents, warrants and covenants as follows:

g any intentional or unintenti
Icleasing, spilling, leaking, pumping,

pouring, omitting, em
Substances on the Hospital

ptying or dumping of Hazardous
Facilities or from the Hospital

Facilities to other property.

andling Hazardous Substances and shal]
1 Iy or remedial action (including, without
fesponse, removal, containment and other remedial action):

@) Tequired by any applicable Enviro,

nmental Laws or orders b
governmental authority having j

Y any
urisdiction under Environmental Laws; or

necessary to prevent or minimize
N the Lessce
cnvironment or threat of any su

Substances in conncction with t
In th

property damage (including, without
'S own property), personal injury or damage to the
ch damagc or injury, by rcleases of or cxposure to Hazardous

he Hospital Facilitics or opcrations on the Hospital Facilitics.
perform any of its obligat i i

t shall not be required
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any such performance be deemed to be assuming any responsibility of the Lessee under any
Environmental Laws or to any other person.

(©) The Lessee shall i
“Indemnitees"): the Authority ir officers, di employees, agents,
and all of their successors and i i » losses, liabilitics,
costs and expenses (including, imitation,
petition for review) incurred by any of the Indemnitees:

(i)  on account of injury to any person or damage to any property arising
out of or in connection with or in any way relating to:

(@) any applicable laws or regulations, including, without limitation,
Environmental Laws; or

the use, treatment, storage, generation, manufacture, transport,
er handling of Hazardous Substances on the Hospital Facilities or
s conducted on the Hospital Facilities; or

(©)  the contamination of any of the Hospital Facilities by Hazardous

Substances.

The covenants contained in this Section shall survive any termination of the
delivery of a deed in licu of foreclosure to the Authority, the Trustee or any of
whether judicial or nonjudicial,
of the Hospi
the Authority, the Tru

9 - Amended and Restated Lease




ARTICLE III

. { Completion of the Proj
Issuance of the Bonds

Section 3.1. i isiti i
Projects. Lessor and Lessee agree that they previously have caused the completion of
construction, acquisition and equipping of the 1977 Project and that they will cause
completion of construction, acquisition and equipping of the 1991 Project in accordance with
the plans therefor now on file with the Lessor, as such plans and specifications are from time
to time amended and approved by Lessor and Lessce.

Lessor and Lessee have now agreed on the aforesaid plans and specifications and
therefore Lessor agrees that only such changes will be made in said plans and specifications
as arc agreed to by Lessee. Lessor agrees that, to the extent permitted by law, it will enter
into, or accept the assignment of, such contracts as the Lessee may request in order to
cffectuate the purposes of this Section 3.1.

Lessor and Lessce hereby agree (a) to make, execute, acknowledge and deliver any
contracts, orders, receipts, writings and instructions, and in general to do all things which may
be requisite or proper to complete the construction, acquiring and installing of the 1977
Project and the 1991 Project, (b) pursuant to the provisions of this Lease, to pay or cause the
payment of all fees, costs and expenses incurred in completing the construction, acquisition
and installation of the 1977 Project and the 1991 Project from funds made available therefor
in accordance with the Indenture, the Bond Resolution and this Lease, and (c) to ask, demand,

suc for, levy, recover and receive all such sums of money, debts, ducs and other demands
whatsocver which may be due, owing and payable to Lessor under the terms of any contract,

order, receipt, writing and instruction in connection with construction, acquisition and
installation of the 1977 Project and the 1991 Project, and to enforce the provisions of any
contract, agrecment, obligation, bond or other performance security.

Lessor and Lessce agree (i) that completion of construction of the structures included in
the 1977 Project and the 1991 Project shall proceed with all reasonable dispatch; (ii) that the
acquisition and installations of the furnishings, equipment and other personal property shall be
cffected as promptly as practicable after specification by Lessee of the items to be installed
and the installation schedule desired; and (iii) to use their best efforts to cause the said
construction, acquisition and installation to be completed by the 1977 Completion Date and
the 1991 Completion Date, but if for any reason such construction, acquisition and installation
is not completed by said dates there shall be no resulting liability on the part of Lessor and no
diminution in or postponement of the Rental Amount required in Scction 4.3 hereof to be paid
by Lessce.

Section 3.2. Agreement to Issue Bonds; Application of Bond Proceeds. To provide
funds for the 1977 Project, Lessor previously has issucd the 1977 Bonds and has deposited the
proceeds thereof as required in the Indenture. To provide funds for the 1991 Project, Lessor
has, concurrently with the execution of this Lease, issued and delivered to the initial purchaser

10 - Amended and Restated Lease




- Lessor apg Lessee shajy Cooperate jp fumishing to the Try
Tequired by the Indenture a4 this Leage.

Stee a]] documcnts
Section 34.

Construction Fund
should no

available for Payment of the
i h

. In the €vent the moneys iﬁ the
Costs of the 1977 Oject and the

1991 Project
€ agrees, for the benefit of
Les

Section 3.s.

designate 4 Tesponsible
shall take and m

unts Iecovered by way of damagcs, refunds, adjustmentg or
the immcdiatcly precedi

Otherwise jp
ng two Paragraphs after deduction ¢

f expenses
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n
"arbitragc bonds”

regulations prescribed under

. (1
Testrict the use of the 1991 Bond
as may be necessary,
bonds" under Section 148 of the Code.

The Lessee agrees that jt wijj

thority a]j penalt
he T

Cause to

ojects for which the Con
Projects shall pe made only y
auth

orized Tepresentative of the Le
address of the

ssce, are sufficient
s for cach sych Project then unpaid, (vii) that
hall be owneg and uscd only by the Lessee,
isiti Y the Lessce wijp DOt adversely affect the
S of the Bonds, and tha (ix) Lessee reaffirm ajj TCpresentations ang
as to the 1991 Bonds in the Tax Regulatory Agreement.

Warranties made

12 - Amended and Restated Lease
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Section 3.9.
the Indenture,
Cost Fund for

issuance of a particular se

Account in the Bond Issuance Cost Fund avaj

be sufficient to pay such costs in full, and agreces to pay that portion o
the amount in the Bond Issuance Cost Fund from any moneys legally

purpose. Each payment out of the Bond Issuance Cost Fund shall be

by the Trustce of a requisition signed by an authorized representative

certify that the amount of the requisition plus any amounts previously
¢xceed, as to the 1991 Bonds, the amount of $169,363.

» Or if such certificate s
1991 Construction Account in the Construction Fund.

Section 3.10., igati
- The Lessee and the Lessor agree to cooperate with each other in furnishing to the
Trustee the requisitions referred to in Sections 3.8 and 3.9 hercof.

Section 3.11. @mplinon_af_a_&mgg The completion of a Project and the deposit of
any remaining balances shall be governed by Section 5.2 of the Indenture.

Section 3.12. mmmmm& The Completion Date for each
Project shall be evidenced to the Trustec by a certificate mecting the requirements of Scction
5.3 of the Indenture. The Lessee covenants that the Completion Date (i.c., the filing of the
certificate required by this Scction 3.12) will occur not later than, as to the 1991 Project, July
1, 1994, unless otherwise agreed to in writing by the Trustee and provided the Lessee
provides the Trustee and the Lessor with an opinion of Bond Counge] to the effect that the
extension of such date will not adversely affect the tax-exempt status of the Bonds of such
serics.

Section 3.13. Qmmmhmmu&nﬂmﬂmmmmm The Lessce
acknowledges that the moneys in the Construction Fund available for payment of the Cost of

Capital Projects may not be sufficient to pay the Cost of Capital Projects for any Project in
full, and agrees to complete such Project and to pay that portion of the Cost of Capital
Projects in excess of the moneys available therefor in the Construction Fund from any moncys
legally available for such purpose. The Lessor does not make any warranty, either express or
implied, that the moneys which will be paid into the Construction Fund will be sufficient to
pay all the Cost of the Capital Projects for any Project. The Lessee shall not be cntitled as a

13 -~ Amended and Restated Lease




ccsult of paying @ portion of the Cost of Capital Project
Section 3.13 t0 any reimbursement therefor from the Le
of any Bonds, nor shall it be entitled to any diminution
Amounts or other payments required t0 be paid under Secti

Rcstatcd 1.case




ARTICLE IV

Section 4.1. Leasc of Hospital Facilitics. Lessor, in consideration of the covenants
and agreements of Lessce and the payment of Rental Amounts as hercin stated, agrees to, and
docs hereby lease to the Lessee, and Lessce agrees to, and docs hereby leasc from Lessor,
subject to the provisions of this Leasc, the Hospital Facilities, as defined in the Indenture and
as more particularly described in Exhibit A to this Lease, together with all additions,
improvements, eascments, accretions and appurtenances thereunto belonging or in any wise
appertaining whether now or hereafter; together with any hereafter acquired Hospital Facilitics
located on the real property described in Exhibit A hereto, the Gross Revenues thercof being
cxpressly pledged as additional Gross Revenues as herein defined.

TO HAVE AND TO HOLD, thc above described premises and properties until Lessec
for the Lease Term as set forth herein, subject to Permitted Encumbrances.

Section 4.2. Lease Term and Possession.

(a) The Lease Term commenced on September 1, 1977 and, subject to
carlier termination as provided herein, shall end on the day following the day on which
all Bonds and coupons, if any, appertaining thercto arc no longer Outstanding and all
expenses of the Trustee are decmed to have been paid and discharged under the
provisions of the Indenture.

Lessor agrees to deliver to Lessee full possession of the Hospital
Facilitics (subject to Section 7.2 hereof) at the commencement of the Lease Term and
Lessec agrees to accept possession of the Hospital Facilitics upon such delivery.

(c)  Lessor covenants and agrees that it will not takc any action, other than
pursuant to Article IX of this Lease, to prevent Lessee from having quict and
peaceable possession and enjoyment of the Hospital Facilities during the Lease Term
and will, at the request of Lessce, and at Lessee's cost, cooperate with Lessee in order
that Lessec may have quict and peaceable possession and enjoyment of the Hospital
Facilities.

@ During the Lease Term, and if the Lessee is not in default under this
Lease, the Guaranty Agrecement or the Indenture, the Lessce shall have sole and
exclusive charge of the operation of the Hospital Facilities.

Section 4.3. Rents and Other Amounts Payable. On or before each Rental Payment
Date, Lessce agrees to and shall pay as rent for the use of the Hospital Facilities the Rental
Amount duc and owing on such Rental Payment Date.

In any event, the Rental Amount payable under this Scction shall be sufficient to pay

the total amount due with respect to the principal of and interest and premium, if any, on the
Bonds as such payments become duc, and to pay any deficiency in any Special Fund,

15 — Amended and Restated Leasc
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provided, that if at any time the amount held by the Trustee in the Special Funds, exclusive of
the Construction Fund, should be sufficient to pay 2t the time required the principal of and
interest on the Bonds then Outstanding, Lessee shall not be obligated to pay further Rental
Amounts under the provisions of this Section 4.3,

During the Lease Term, Lessce agrees to pay the Trustee as they become due (i) the
fees of the Trustee for the Ordinary Services of the Trustee rendered, and its Ordinary
Expenses incurred, under the Indenture; (ii) the reasonable fees and charges of the Trustee, as
Bond Registrar and paying agent, and of payi
Indenture; and (iii) the reasonable fees
Services rendered by it and Extraordin
provided, Lessce may, without creatin necessity
for any such Extraordinary Services ess of the
same.

Lessce also agrees to pay to Lessor or reimburse Lessor for all reasonable expenses of
Lessor, including without limitation, the fees and costs of jts legal counsel, if any, related to
the Hospital Facilitics or requested by Lessce, or required by this Lease or the Indenture.
Lessee also agrees to pay the fees, costs and expenscs of Bond Counsel,

Failure by the Lessce to make any payment required by this Section 4.3 shall
constitute a Lease Default, and the required payment shall continuc to be an obligation of
Lessee, payable in full with intcrest at the Interest Rate for Advances from the date of such
Lease Default.

Section 4.4, - The rent provided for in the first two

paragraphs of Section 4.3 hereof shall be paid directly to the Trustee at its corporate trust
office for the account of Lessor and will be deposited in the Special Funds as provided in the
Indenture. The additional payments to be made to the parties under Section 4.3 hereof shall
be paid directly to such partics.

Scction 4.5. The obligations of
Lessee to make the payments required in Section 4.3 hereof and to perform and observe the
other agreements on its part contained herein, to the extent permitted by law, shall be absolute
and unconditional, and until such time as the principal of and interest on the Bonds shall have
been fully paid or provision for the payment thereof shall have been made in accordance with
the Indenture, Lessee, to the extent permitted by law (i) will not, subject to the provisions of
Section 8.6 hereof, suspend or discontinue any payments provided for in Section 4.3 hereof,
(if) will perform and observe all of its other agreements contained in this Lease, and
(iii) except as provided in Article X hercof will not terminate this Leasc for any cause,
including but not limited to, failure to complete any Project, any acts or circumstances that
may constitute failure of consideration, destruction of or damage to the Hospital Facilitics,
commercial frustration of purpose, any change in the tax or other laws or administrative
actions by the United States of America or the Statc of Oregon or any political subdivision of
cither, or any failurc of Lessor to perform and obscrve any agreement, whether expressed or
implied, or any duty, liability or obligation arising out of or connected with the Bond
Documents.

16 — Amended and Restated Lease
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Nothing contained in this Section 4.5 shall be construed to release Lessor from the
performance of any of the agreements on its part contained in thjs Lease; and in the event
Lessor shall fail to perform any such agreement on its part, Lessee may institutc such action
against Lessor as Lessee may deem necessary to compel performance or recover its damages
for non-performance so long as such action shall not do violence to the agrcements on the
part of Lessce contained in the next preceding paragraph. Lessce may, however, at its own
cost and expense and in its own name or in the name of Lessor, to th
law, prosecute or defend any action or proceeding or take any other action involving third
persons which Lessee deems rcasonably necessary to secure or protect its rights of possession,
occupancy and use hereunder, and in such event Lessor hereby agrees to cooperate fully with
Lessee and to take all action necessary to cffect the substitution of Lessor for Lessce in any
such action or proceeding if Lessce shall so request.

Section 4.6. . To secure the prompt payment of the Rental
its obligations hereunder, Lessce hereby pledges to

Section 4.7. - Lessee covenants and agrees to operatc the
Hospital Facilitics as a hospital available to the public and upon a revenuc—producing basis
and to fix, charge and collect such rcasonable he services rendered
by,

8r0ss cash receipts in an
Lessec's expenses of opcration, pay all Rental Amounts under this Lease,
obligations imposed by this Lease upon Lessce,

The Lessec has also agreed that it shall, from time to time, as often as neccessary,
revise such rates, fees and charges to the extent Tequired to comply with this provision. Such
rates, fees and charges shall in any cvent be sufficicnt, so that the Annual Net Income in cach
fiscal year shall be an amount not less than 125 percent of the amount required for debt
service on the Bonds in each such year. If in any fiscal year said Annual Net Income shall be
less than as required under this paragraph, Lessee will immediately employ a hospital
consultant, which shall be a nationally recognized firm knowledgeable in the operations of
hospitals and having a good reputation for skill and experience in such work, to submit a
written report and recommendations with respect to such rates, fees and charges and with
respect to improvements or changes in the operations of or the scrvices rendered by the
Hospital, and Lessce shall revise such rates, fees and charges and otherwise follow the
recommendations of such hospital consultant, provided, however, that if Lessee shall revise
such rates, fees and charges in conformity with such recommendations and follow any other
fecommendations and thereafter the Annual Net Income, after sajd expense, shall not then
equal the aforesaid 125 percent, such failure shall not constitute a Leasc Default under this
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Lease, however, if the Ann

ual Net Income shall not then €qual 100 percent, such failure shajj
constitute a Leage Default under this Lease.

Section 4.8. - Lessee represents that it has takep and covenants apg
agrees that it shall take all appropriate measures to assure that it remains cxempt from income
taxes as a nonprofit or;

ganization under federal income tax laws and regulations thereunder of
the Internal Revenue Service.

Section 4.9, v

. Lessor and Lessee Covenant
shall, either jointly or Separately, take alj action, if any, th
onsents, exceptions, €xcmptions or g

and agree that they
C Pprovals of governm,
ecessary to permit each i

at may be required to obtain such
ental authorities ag may be

ants, stipulations, obligations

with all coven
se.
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and of Section 5.2 of this Lease,

I have the privilege of remodeling or rehabilitating the Hospital Facilitics or
,» modifications apd improvements to them from time to time as the Lessee
may deem desirable for t

permit any mechanijcs' or other liens to be cstablished
S; provided, that if Lessee shal] first notify the Trustee
00d faith contest any mechanics' or other liens filed
in such event may permit the jtems so contested to remain

the period of such contest and any appeal therefrom
ify Lessee that by non-payment of any such items the
the Gross Revenues wil] be matcerially endangered or
j loss or forfeiture, in which event
cased. Lessor wil)

Lessor shall ot be
hings, equipment or

in the Hospital Fa
impair the character or sj pital Facilities or reduce the total vajye of the
Hospital Faciit uted fumishings, cquipment or related property shall
become the property of Lessor and be included under the terms of this Lease and the
Indenture, and the replaced or removed fumishings, tquipment or related property shall, to the
extent then permitted by law, become the property of Lessce,
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Or structures, I eg

see shall restore

Section 5.3,
bay, as the same respectively become due, a] taxes, assessments
and governmenta] charges o

f any kind whatsoever that may at
or levied against or with res
taxes levied i

f years,

to be paid during the Lease Term.

dditiona]
and Lessee agrecs to pay such ameo
Advances fr,

unts, together
om the date thercof,
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ARTICLE vr

Section 6.1. - In the event of damage to,
destruction of, or condemnation of all or any portion of the Hospital Facilities, Lessor and
Lessee shal] comply in aj] respects with the applicable Iequirem

ents of the Indenture,
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Section 7.4, QUﬁhﬁQalann_Qrgan Lessee warrants that jt is and throughout the
Lease Term it will continue to be a corporation organized and qualified to operate hospital
facilities within the meaning of the Act under the laws of the state of Oregon.

- The parties hereto reserve the right, at any time
the purpose of effecting the release of ang
¢ created hereby of (i) any unimproved part of
the Hospital Facilities or (i) any part of the Hospital Facilities if the release is for the purpose
of obtaining utility services, roads, or other ingress or egress. No such amendment shal] be
made without the consent of the Trustee, who may withhold consent if it finds that the rclease
will materially and adversely affect the sccurity for the Bonds,

Section 7.6. i If neither Lessor nor Lessee are then in default,
Lessor at the request of Lessee from time to time shall grant casements, licenses, rights—of-
way (including the dedication of public highways) and other rights or privileges in the nature
of eascments, licenses, or rights-of-way, pertaining to any Project with or without
consideration, and Lessor agrees that it shall excecute and deliver any instrument necessary or

of-way or other right or
rclcase; (b) a written
questing such instrument; and, (c) a
certificate exccuted by an independent engineer that in his opinion (i) such grant or rclease js
not detrimental to the proper conduct of the operation of such Project as a "hospital” ag
defined under the Act, and (ii) such grant or release will not impair the character or
significance of such Project as a "hospital" as dcfined under the Act,

Section 7.7. Aﬂmmu_dlund_ﬂmnm@mmm Lessce agrees to: (a) have an

annual audit of its opcrations made by its regular independent certified public accountants,
which shall be a nationally recognized public accounting firm of good Iepute, and to furnish
copies of such audit as provided in Section 6.3 of the Indenture, and to cause the Trustee to
make such documents available to the Bondholders upon request; and (b) to provide, upon
written request (which request shall be deemed to be continuing until revoked in writing) by
any Bondholder of at lcast 209

1991 Bonds, copics of the Lessc

Section 7.8. iminuti - No release or grant
cffected under the provision of Section 7.5 or 7.6 of this Lease shall entitle the Lessee to any
abatement or diminution of the Rental Amount Payable under this Lease,

Section 7.9, i i - Any moneys received
by Lessor pursuant to Scction 7.5 or 7.6 of this Lease shall be paid into the GRO Fund.
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ARTICLE VIHI

Scction 8.1. Assignment and Sublcasing by Lessce. This Leasc may be assigned in
wholc or in part, and thc Hospital Facilitics may be subleased as a wholc or in part by Lesscc
only after obtaining the consent of Lessor and of the Trustee, subject, however, to cach of the
following conditions:

@ No assignment (other than pursuant to Section 7.3 hereof) or subletting
shall relieve Lessce from primary liability for any of its obligations hercunder, and in
the event of any such assignment or subletting, Lessec shall continue to remain
primarily liable for the payment of the Rental Amounts specified in Section 4.3 hercof
and for performance and obscrvance of the other agreements on its part herein

provided to be performed and obscrved by it.

)] Any assignment Or sublcasc from Lessee must retain for Lessce such
rights and interests as will permit Lessce to perform its obligations under this Lease,
and any assignee from Lessec shall assume the obligations of Lessec hereunder to the
extent of the interest assigned.

()  Lessee shall, within thirty days after the delivery thereof, furnish or
cause to be furnished to Lessor and the Trustce a true and complete copy of cach

assignment or sublcasc, as the case may be, together with any instrument of
assumption.

()] Lessee shall furnish to the Authority and the Trustee an Approval of
Bond Counscl.

The provision of this Scction 8.1 requiring a prior consent of Lessor and the Trustee
shall not apply to or be required for sublease for (i) specialty services related to the operation
of the Hospital Facilitics, such as, but not limited to pathology, x-ray, physical medicinc,
anesthesiology, clectrocardiology, and emergency room operation, or (ii) patient or employce
snack shops, barber or beauty shops, doctors' or dentists' accommodations, flower shops,
counseling services, pharmacy and living accommodations for persons providing services
within the Hospital Facilitics, provided that such sublcase shall be subject to the terms of this
Lease and shall not relieve Lessce of any of its obligations hercunder with respect to any
portion of the Hospital Facilitics so sublcascd and provided Lessec shall furnish to the
Authority and the Trustec an Approval of Bond Counsel with respect to such sublease. The
provisions of this Section 8.1 also do not apply to those portions of the Hospital Facilities, if
any, which are now rented or leased to others and such portions may be rented or subleased
by Lessee without prior consent S0 long as the use to be made of such portion is not offensive
and does not interfere with the operation of the Hospital Facilities and provided Lessce shall

furnish to the Authority and the Trustce an Approval of Bond Counsel with respect to such
sublcasc.
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Section 8.2, Assignment by Lessor. Lessor will assign its rights under and interest in
, this Lease, to the

4

Section 8.3. Restrictions on Transfer and Encumbrances of Hospital Facilities by
Lessor. Lessor agrees, that, except as otherwise provided in this Lease or in Section 11.1 of

the Indenture, it will not sell, assign, transfer, convey or otherwise dispose of the Hospital
Facilities or any portion thercof during the Lease Term and that jt will not, to the extent
permitted by law, take any action which may reason

induce the levy of special assessm

. There is expressly reserved to Lessce
any time it chooses, to prepay all or any
hereof, and Lessor

Lessee also may at any time dcliver to the Trustce moneys in addition to the Rental
Amounts required under this Lease with i

not be considered as payment of
Rental Amounts or prepayment of Rental Amounts under this Lease and shall not operate to
abate the payment of Rental Amounts required by Section 4.3 of this Leasec.

Scction 8.6. Lessee Entitled to Certain_Rental Amount Abatements if Bonds Paid
ity. If at any time the aggregate moneys in the Special Funds
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ARTICLE IX
Section 9.1, - The following shal] be "Lease Defaults” under this Lcasc

and the terms " Leasc Default” or "default” shall mean, whenever they are used in this Lease,
any one or more of the following events:

(a) Failure by Lessee to Pay any Rental Amounts required to be paid under
Section 4.3 hereof on Or prior to the date on which payment is required and continuing
for a period of seven Business Days after written notice mailed to it by the Trustee or
Lessor that the Renta] Amounts referred to in such notice has not been received.

(@  The dissolution or liquidation of Lessee or the filing by Lessce of a

voluntary petition in bankruptcy, or fajlure by Lessce promptly to lift any execution,
gamnishment or attachment of such consequences as will impair its ability to carry out
its obligations under this Lease, or the commission by Lessee of any act of bankruptcy,
or the adjudication of Lessee as a bankrupt, or the assignment by Lessee for the
benefit of its creditors, or the entry by cither Lessee into an agreement of composition
with its creditors, or the approval of a court of compctent jurisdiction of a petition
applicable to Lessee in any proceeding for Lessee's reorganization or arrangement
instituted under the provisions of the f¢




Section 9.2, on_Defaylt.
9.1 of this Lease shaj] have happened ang be
more of the following femedial steps

(a Lessor, or the Trustee
and in the case of a Lease
shall, decla i

®) Lessor, with the prior written consent of the Trustee, may re-enter ang
take possession of the Hospital Facilities without tcrminating this Lease, and Sublease
the Hospita] Facilitie unt of Lessee, holding Lesgee liable for the
diff be her amountg Payable by sych sublessees jn

i nts and other amounts payable by Lessce hereunder,

(© Lessor, with the prior written consent of the Trustee, may terminate the
Lease Term, exclude Lessec from Possession of the Hospita] Facilities and yge its best

n
cfforts to lease the Hospita} Facilities to another, byt holding Lessee liable for aJ)
Rental Amounts and other Payments dye up to the effectjve date of such leasing, if
any.
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¢qual and ratable benefit of the holders of alj Bonds.

Section 9.4. Agrecment to Pay Attomeys' Feeg and Expenses. In the event Lessce
should default under any of the

provisions of this Lease and Lesser or
employ attorneys or incur other

the Trustee should
€xpenses for the collection of rent ort

he enforcement of
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performance or observance of any obligation or agreement on the part of Lessee contained in
this Lease, Lessec agrees that it will on demand therefor reimburse the reasonable fees of such
attorneys and such other expenses so incurred. In the event suit or action is brought to enforce
or construe the terms of this Leasc, the prevailing party shall be entitled to its reasonable
attorneys fees and costs, both at trial or on appeal.

Section 9.5. iti i i iver. In the event any
agreement contained in this Lease should be breached by cither party and thereafter waived by
the other party, such waiver shall be limited to the particular breach so waived and shall not
be deemed to waive any other breach hercunder.

Section 9.6. Waiver of Appraisement, Valuation, Etc. In the event Lessec should
default under any of the provisions of this Lease, Lessee agree to waive, to the extent it may
lawfully do so, the benefit of all appraisement, valuation, stay, extension or redemption laws
now or hereafter in force, and all right of appraisement and redemption to which it may be
entitled.
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ARTICLE X
Option in Favor of Lessece

Section 10.1. Qmm_m_m;ghas_c_llmmpmxs_dm Lessee shall have, and is hereby
granted, an option to purchasc any unimproved part of the Hospital Facilities (but on which
roadways, wires, lines, conduits or pipes servicing the Hospital Facilities may be located if
Lessor retains sufficient rights so as to be able to utilize them) at any time and from time to
time for a purchase price calculated (to the next highest whole dollar) on the basis of the
average per acre cost of the land to Lessor and the cost to Lessor of any roadways, wircs,
lines, conduits or pipes located on such part of the land and not rescrved by Lessor, provided
that it furnishes Lessor and the Trustec with the following:

(@) A notice in writing containing (i) an adequate legal description of that
portion of the Hospital Facilities with respect to which such option is to be exercised,
(ii) a statement that Lessce intends to exercise its option to purchase such portion of
the Hospital Facilities on a date stated, which shall not be less than forty—five (45) nor
more than ninety (90) days from the date of such notice, and (iii) a statement that the
portion of the Hospital Facilitics as to which the option is exercised is intended to be
used for purposcs stated therein.

(b) A certificate of an indcpendent cngincer who is acceptable to the
Trustee, dated not more than ninety (90) days prior to the date of the notice and stating
that, in such engincer's opinion (i) the portion of the Hospital Facilities with respect to
which the option is exercised is not needed for the operation of the remaining Hospital
Facilities, or that sufficient right, title and interests have been reserved by Lessor to
fulfill such needs, and (ii) the purchase will not impair the character or significance of
the remaining Hospital Facilities nor destroy the ingress thereto and egress therefrom.

(©) Evidence that an amount of money equal to the purchase price
computed as provided in this Scction 10.1 has been delivered to the Trustee.

In the event Lessce shall exercise the option granted to it under this Section 10.1,
Lessee shall not be entitled to any abatcment or diminution of the Rental Amounts payable
under Section 4.3 hereof. The Trustee on receipt of the purchase price shall deposit such
moneys in the GRO Fund.

Section 10.2. Option to Terminate. Lessce shall have the option to cancel or
terminate the term of this Leasc at any time when all the Bonds and coupons appertaining
thereto shall be deemed to have been paid and discharged and no longer Outstanding under
the provisions of Article XIII of the Indenture and there shall have been paid all fees and
charges of the Trustec and any paying agents of thc Bonds duc or to become duc through the
date on which the last of the Bonds arc to be retired or redeemed. Such option shall be
exercised by giving Lessor notice in writing of such canccllation or termination and such
cancellation or termination shall forthwith become cffective.
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Section 10.3. i i iliti i .
Lessee shall have, and is hereby granted, the option to purchase the Hospital Facilities prior to
the expiration of the Lease Term and prior to the full payment of the Bonds (or provision for
payment thereof having been made in accordance with the provisions of the Indenture), if any
of the following shall have occurred:

preceding such damage or destruction, or (ii) to such extent that Lessce is thereby
prevented from carrying on its normal operations for a period of four months, or
(iii) to such extent that the cost of Testoration thereof would exceed more than
two-thirds of the then appraised value of the Hospital Facilities;

(b)  Title to, or the temporary use of, all or substantially all of the Hospital
Facilities shall have been taken under the exercisc of the power of eminent domain by
any governmental authority, or person, firm o corporation acting under governmental
authority (including such taking or takings as results in Lessee being thereby prevented
from carrying on its normal operations therein for a period of twenty—-threc months).

As a result of any changes in the Constitution of the State of Oregon or

n of the United States of America or of legislative or administrative
action (whether state or federal) or by final decree, judgment or order of any court or
administrative body by Lessor in good faith, this Lease shall have become void or
unenforceable or impossible of performance in accordance with the intent and purpose
of the parties as expressed in this Lease.

To exercise such option, Lessce shall, within onc hundred twenty days following the
cvent authorizing the exercise of such option give written notice to Lessor, and to the Trustee
if any of the Bonds shall then be unpaid, and shall specify therein the date of closing such
purchase, which date shall be not lcss than forty—five (45) nor more than ninety (90) days
from the date such notice is mailed, and in case of a redemption of the Bonds in accordance
with the provisions of the Indenture shall make arrangement satisfactory to the Trustee for the
giving of the required notice of redemption, in which arrangements Lessor shall cooperate.
The purchasc price payable by Lessce, in the event of its exercise of the option granted in this
Section 10.3, shall be the sum of the following:

(1)  An amount of money which when added to the moneys and investments
held by the Trustee to the credit of the Special Funds will be sufficient pursuant to the
provisions of the Indenture, to pay and discharge all then Outstanding Bonds and
coupons appertaining thercto on the first possible date for redemption, plus

) An amount of moncy equal to the Trustee's and Paying Agents' fees and
expenses under the Indenture accrued and to accrue until such final payment and
redemption of the Bonds, plus

(3)  The sum of $500 to Lessor.

31 - Amended and Restated Lease




c Contained in thig Section 10.3 are indepcndcnt of, and
constitute a5 agreement Separate apd distinct from, any and ajj Provisions of this Leage and
shall be Unaffected by any facy Or circumstance which might impajr or be alleged to impaijr
the validity of any other Provisjops,

- Lessee shajy have ap
Dsideration of $100 at
I payment of the Bonds Or provisions fo
the Provisions of the Indentuyre

Lessee also shall have the option to Purchase the Hospita] Facilitics Upon the fy)
Or defeasance of the 1977 Bonds for the Consideration of $100, provided that,

Lessee directs the Trustee to deliver a5 part of the Purchase, the Loan Agreement held ip
Cscrow by the Trustee and exccyted by the Less Le i ncously with the
issuance and d Ty of the 199 Bonds jp substantially the d hereto a5
Exhibjt B and provided that, Lessee delivers to the T an opinjon of Bond Counse] that
Substitution of the Loan Agreement Will not affec the tax—excmpt Status of the Bonds ang an
Opinion of COunse] to the e
¢Xccuted apq

Agrccmcnt, and this
Section 10.3(b) hereof,
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Section 11.1. i i In the event Lessee shoyjg default
under this Leage i i Lessee does not exercise its option to
ospital Facilities Peaceably ang
Promptly to Lesso ndition as Prevailed at the time ¢ was put in fu]j Possession
thereof, loss by fire « - other Casualty covered by insurance, ordinary wear and tear,
obsolescence and ac:s of God €xcepted,

Section 11.2, Notices. AJl notices, Certificates, Iequests or other Communicatiopg
hereunder shaj be given as Provided in the Indenture,

Section 11.3. . This Leage shall be deemed and construed to pe a "net
lease,"” and Lessec shal] pay absol ing the Lease Term the Rental Amounts and all
other payments required thereunder, free of any deductions, without abatement, deduction o
set—off other thap those herein expressly provided or required by Jaw,

Scction 11.4. RBings

Section 11.5. i - Except as otherwise
Provided in this [cage Or in the Indenture, Subsequent to the initial issuance of 1977 Bonds
and prior to Payment of the Bonds in full (or provision for the Payment thereof having beep
made in accordapce With the provisions of the Indenture), this Lease may not be effectively
amended, changed, modified, altereq Or terminated without the prior writtep consent of the
Trustee,

Section 11.6. EXEHUQH_QQQWS This Lease may be executed jp several
counterparts, each of which sha] be regarded as an original and | of which sha] constitute
but one and the same Leage,

Section 11.7. ility. If any clause, provision or gection of this Lease be held
illegal or invalid by any court, the invah’dity of such clause, Provision or scction shal] not
affect any of the remaining clauses, provisions or sections hereof and this Lease shall be
construed and enforceq as if such illegal or invalig clause, provision Or scction had not beep

agree
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991 Project or the Hospital Facilities or any part thereof;
fications or representations made in
carrying out of any of the transactions contemplated by the
Bonds and this Lease; (3) the Lessor's or Trustee's exccution of the Indenture, or the exercise
or performance of any of its powers or duties under and in accordance with the Indenture; or
(4) any untrue statement or alleged untruc statement of any material fact pertaining to the
Lessee or the 1977 Project or the 1991 Project or the Hospital Facilities necessary to make the
Statements made, in light of the circumstances under which they were made, not misleading,
in any official statcment or other offering circular utilized by the Lessor or
placcment agent in connection with the sale of any Bonds; provided that such indemnity shall
not be required for damages that result from negligence or willful misconduct on the part of
the party sceking such indemnity. Lesscc further covenants and agreces, to the extent
permitted by law, to pay or to reimburse the Lessor and the Trustee and their respective
officers, employces and agents for any and all costs, reasonable attorneys' fees, liabilitics or
cxpenses incurred in connection with any such losses, claims, damages, liabilitics, expenses or
actions for which the Lessor or Trustee s entitled to indemnity under this paragraph, cxcept to
the extent that the same arise out of the gross negligence or willful misconduct or material
misrepresentation of the party claiming such payment or reimbursement. In addition to the
foregoing (and not by way of limitation), the Lessor hereby specifically agrees that in the
cvent the Internal Revenue Service challenges the federal tax—-exempt status of the interest on
the Bonds or threatens to disqualify the Lessor pursuant to Treasury Regulation
§ 1.103-13(a)(2)(iv) by reason of the issuance of the Bonds, the Lessee will promptly, upon
request of the Lessor, take any and all actions necessary to avoid the loss of federal
tax—exempt status of the interest on the Bonds or such disqualification of the Lessor,
including but not limited to the payment (after final resolution of any administrative or legal
procecdings challenging such actions or assertions by the Intcrnal Revenue Scrvice) to the
United States Government of any and all carnings on the investment of Bond proceeds and the
carnings on the investment income derived therefrom (investment earnings paid to the Lessor)
if the payment thercof will preserve the federal tax~cxempt status of the interest on the Bonds
or prevent such disqualification, and the Lessce will pay all reasonable costs and expense
(including attorneys' fees and expenses) incurred by the Lessor in connection therewith, and
the Lessor agrees that it will cooperate with the Lessce in connection with any actions taken
by the Lessee under this sentence, including cooperating with the Lessee in any legal or
administrative proccedings challenging such action or assertion by the Internal Revenue
Service. The provisions of this Section 11.13 shall survive retirement of the Bonds.
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Partics have executed this [ page as of this 1s¢ day of

LESSEE.

KL:‘\Mx-‘.\'l"l-l FALLS INTERCOMMUNITY
HOSPITAL AUTHORITY

L/ Cr LL&C:A p
Chief Executive Officer




STATE OF OREGON

County of Multnomah

July 9, 1991

Personally appcared Charlcs A. Bailey, who being fully sworn, did say that he
is the Chairman of Klamath Falls Intercommunity Hospital Authority, a municipal corporation,
and that the forcgoing instrument was signed in behalf of the corporation by authority of its
Board of Directors, and he acknowledged this instrument to be its voluntary act and deed.

~ . Before me:

otary Public for Oregon
My commission cxpires: 7 /3-72—
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STATE OF OREGON
County of Klamath

July 3, 1991

s
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fully sworn, did say that she is
the Secretary i i i hority, Oregon, a municipal
Was signed in behalf of the corporation by

authority of its Board Ctors, and she acknowledged this instrument to be jts voluntary
act and deed.
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EXHIBIT A
to Amendcd and Restated Leasc

HOSPITAL FACILITIES DESCRIPTION

The following described real property situate in Klamath County, Oregon:
PARCEL 1: HOSPITAL

Al

A parcel of land situate in SW1/4NE1/4 of Section 20, Township 38 South,
Range 9 East of the Willamette Meridian, Klamath County, Oregon, more particularly
described as follows:

Beginning at an iron pin marking the Northcast corner of said SW1/4NE1/4 of
Secction 20, Township 38 South, Range 9 East of the Willamette Meridian; thence S. 0° 46' W.
along the East linc of said SW1/4NE1/4 a distancc of 100.00 feet to a point; thence N. 89°2Y1
W. a distance of 420.87 fect to a point; thence S. 20°39'40" W. a distance of 504.11 fect to a
point on the Northerly linc of Foothill Bou'cvard in the plat of McLoughlin Heights
subdivision; thence Westerly along said Northerly line to its interscction with the
Northeasterly line of Daggett Avenue as shown on the plat of Re-subdivision of a portion of
McLoughlin heights; thence Northwesterly along the Northeasterly linc of Daggett Avenuc to
an iron pin on the West linc of said SW1/4NE1/4; thence N. 0°51" E. along said West line a
distance of 381.24 fcet, morc or less, to the Northwest corner of said SW1/4NE1/4; thence S.
89°21" E. along the North line of said SW1/4ME1/4 a distance of 1318.1 feet, more or less, t0
the point of beginning.

B:

Lots 1 thru 7 and Lots 16 thru 22 in Block 6 of McLoughlin Heights, according
to the official plat thercof on file in the records of Klamath County, Orcgon.

C:

A parcel of land situate in thc SE1/4NW1/4 of Scction 20, Township 38 South,
Range 9 East of the Willamette Meridian, Klamath County, Orcgon, more particularly
described as follows:

Beginning at a Brass cap monument marking the Northeast corner of said
SE1/4NW1/4 of Section 20, which monument also marks the Northwest cormner of McLoughlin
Hcights Subdivision, thence N. 85°10" W. along the North line of said SE1/4NW1/4 a distance
of 182.58 fcct to a point on the Easterly linc of Campus Drive: thence S. 2738 W. along the
Easterly lien of Campus Drive to its interscction with the Northerly linc of Daggett Avenue:
thence East along the Northerly linc of Daggett Avenuc a distance of 191.34 fcet, more O
less, to the East linc of said SE1/4NW1/4; thence N. 0°51' E., along said East linc a distance
of 381.24 fect, more or less, to the point of beginning.
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PARCEL 2: BUSINESS OFFICE

A parcel of land situated in the SE1/4NW1/4 of Section 20, Township 38
South, Range 9 E.W.M., Klamath County, Oregon, more particularly described as follows:
Beginning at a 5/8 inch iron pin on the Easterly line of that parcel described in Volume M69
page 5894, Decd Records of Klamath County, Oregon, which point bears N. 0°51'E. a
distance of 549.15 feet from the center onc-quarter corner of said Section 20; thence N.
87°49' W. a distance of 85.0 feet; thence S. 0°51' W. a distance of 107.95 feet; thence S.
87°49' E. a distance of 85.0 feet, to the East line of said SE1/4NW1/4; thence N. 0°51' E.
along said East line a distance of 107.95 feet to the point of beginning.

PARCEL 3: CANCER CENTER

A portion of vacated and repartitioned Block 5 of Resubdivision of a portion of
McLoughlin Heights, more particularly described as follows:

) d idian, W,
W. 674.8 feet distant and the Northwest comner of said Block 5 bears
N. 0°51' E. 170.5 fcet distant; thence S. 82°01' E. 174.7 feet to a point on the Easterly
boundary of said Block 5; thence S. 12°26'20" E. along said Easterly boundary 159.0 fect to a
point; thence N. 82°01' W. 211.6 feet to a point on the Westerly boundary of said Block 5;
thence N. 0°51' E. 150.25 fect, more or less, to the point of beginning.

EXCEPTING THEREFROM the Northerly 23.0 fect thereof as described in
Volume M72 page 5888, Deed Records of Klamath County, Oregon.

PARCEL 4: ELDORADO

A:

A parcel of land situated in the Vacated Replat of Blocks 1, 2, 3, 5, 6 and 7,
ELDORADO and in the Vacated portion of Block 9, Eldorado, more particularly described as
follows: Beginning at the point of intersection of the Northerly line of Dahlia Strect and the
Northcasterly extension of the Southcasterly line of Lot 7, Block 9, Eldorado; thence N.
51°43'30" W, along the Northerly linc of Dahlia Street, a distance of 211.87 feet to an iron
pin marking the beginning of a curve; thence along the arc of a 20 foot radius curve to the
right a distance of 49.56 feet to its point of tangency on the South line of Eldorado Blvd., said
curve having a long chord which bears N. 19°21" E. a distance of 37.84 fcct; thence S.
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89°34'30" E. alon

which bears S. 38°16 s Yy at right angles to the
Westerly line of Sloan Street, a distan to a point on the Southwesterly line of
Block 9 of Eldorado; thence N, 51°43 " d line, a distance of 517.0 feet to the
most Southerly corner of Lot 7, said Block 9; thence N. 38°16'30" E. along the Southeasterly
ine of said Lot 7 apd the extension thereof, 150.0 feet to the point of beginning,

Together with a portion of Vacated Dahlia Street which inurred thereto,

B:
Lots 1 thru 6 in Block 9 of Eldorado, according to the officjal plat thereof on

file in the office of the County Clerk of Klamath County, Oregon. ALSO that portion of
Vacated Dahlia Street which inurred thereto,

Lot 7 in Block 9 of Eldorado, according to the official plat thereof on file in

ounty Clerk of Klamath County, Orcgon. ALSO that portion of Vacated
Dahlia Street which inurred thereto.

in the Vacated Replat of Blocks 1

ius of 677.34 feet, a di
which bears S, 38°16'30" W., parallel with
Westerly line of Sloan Street, a distance of i line of
Block 9 of Eldorado; thence N, § 1°43'30" id li i 517.0 feet to the
most southerly comner of Lot 7, said < 9; . E. along the Southcasterly
inc of said Lot 7 and the cxtension t 50. i ginning.

TOGETHER with a portion of Vacated Dahlia Street which inurred thereto.
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EXCEPT that portion of the above described property lying in the NW1/4SE1/4
of Section 20, Township 38 South, Range 9 East of the Willamette Meridian, Klamath
County, Oregon.

E:

TOGETHER WITH cascment for parking, and casement for the use of one—
half of the waters in well located on the following described parcel: A parccl of land situatcd
in portions of Vacated Blocks 2, 3, 6, 7, 9 and 10, Eldorado Addition to the City of Klamath
Falls, Orcgon, in the County of Klamath, Statc of Orcgon, more particularly described as
follows: Beginning ata point being the intersection of the Southerly right of way line of
Eldorado Boulevard and s & aotiprn Satbonboines: iy sesafulio?
Bouiesardzond the Northwest right of way line of Sloan Street; thence South 38°16'30" West
along said right of way linc of Sloan Street, a distance of 576.60 feet to the South right of
way line of Dahlia Street; thence North 51°43'30" West along said right of way line, a
distance of 25.00 fect; thence South 38°16'30" West a distance of 100.0 feet, thence North
51°43'30" West a distance of 175.0 feet; thence North 38°16'30" East a distance of 668.38 fect,
to a point on the Southerly right of way line of Eldorado Boulevard; thence Southeasterly
along the arc of a g°18'30" curve to the right, a distance of 200.77 feet to the point of
beginning, as disclosed by Judgment filed in Case No. 84-827CV filed November 9, 1987, in
the Circuit Court of the State of Oregon for Klamath County.

AT : g o Lo SR
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EXECUTION copy

LOAN AGREEMENT

by and between the

KLAMATH FALLS INTERCOMMUNITY
HOSPITAL AUTHORITY

and

MERLE WEST MEDICAL CENTER
(FORMERLY PRESBYTERIAN INTERCOMMUNTTY HOSPITAL, INC.)

Relating To The

Issuance Of

500,000
Klamath Falls Intercommunity Hospital Authority
Gross Revenue Bonds, Series 1991
(Merle West Medical Center Project)

This is a security agreement with respect to certain amounts. Certain rights of the Klamath Falks
Intercommunity Hospital Authority, herennder have been assigned to First Interstate Bank of Oregon, N.A., 35
Trustee ended and Restated Trust Indenture dated as of July 1, 1991, between Klamath Falls
Intercommunity Hospital Authority and the Trustee.

Dated as of July 1, 1991

ATER WYNNE HEWITT DODSON & SKERRITT
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LOAN AGREEMENT

This LOAN AGREEMENT ("Loan Agreement") dated as of July 1, 1991, between
KLAMATH FALLS INTERCOMMUNITY HOSPITAL AUTHORITY, a municipal corporation

in and of the State of Oregon, duly organized and existing under the laws of the State of Oregon
and MERLE WEST MEDICAL CENTER, a nonprofit corporation duly organized and existing

under the laws of the State of Orcgon.
WITNESSETH:

WHEREAS, the Klamath Falls Intercommunity Hospital Authority (the "Authority) is
authorized by Oregon Revised Statutes Sections 441.525 to 441.595, inclusive, as amended (the
"Act"), to make mortgage loans or other secured or unsccured loans to private nonprofit
corporations authorized by law to provide or operate hospital facilities in the State of Oregon
which corporations, pursuant to the provisions of the Act, undertake the construction, equipping,
or acquisition and improvement of hospital facilities; and

WHEREAS, the Act further authorizes the Authority to issue revenue bonds for the
purpose of financing all or a part of the cost of constructing or acquiring hospital facilitics, and
to secure the payment of such bonds as provided in the Act; and

WHEREAS, the Authority has issucd Klamath Falls Intercommunity Hospital Authority
Gross Revenue Bonds, Series 1991 (Merle West Medical Center Project) under the Amended and
Restated Trust Indenturc dated as of July 1, 1991 between the Authority and the First Interstate
Bank of Oregon, N.A., as Trustee (the "Trustee") (the "Bonds") between the Authority and the
Trustee, to finance the Project; and

WHEREAS, at the time the Bonds were issued the parties agreed that this Loan
Agreement could be substituted for the Amended and Restated Lease dated as of July 1, 1991
between the Authority and Merle West Medical Center (the "Leasc”) as the principal financing
document upon the discharge or defeasance of the 1977 Bonds; and

WHEREAS, Merle West Medical Center, an Oregon nonprofit corporation (the
"Borrower"), presently leases and operates hospital facilities in the State of Orcgon and the
Borrower proposes to finance and refinance certain capital costs with respect to such facilities
(the "Project"); and

WHEREAS, pursuant to and in accordance with the Act, the Authority will be deecmed
to have loaned funds to the Borrower pursuant to this Loan Agreement to finance the Project;
and

WHEREAS, simultancously upon the effective date hereof the Authority will convey

title to the Hospital Facilities back to the Borrower as contemplated by Article X of the Lease;
and
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WHEREAS, the Authority shall be deemed to have loaned to the Borrower and the
Borrower shall be deemed to have borrowed from the Authority funds to finance the Project
upon the terms and conditions hereinafter in this Loan Agrecement set forth.

NOW, THEREFORE, for and in consideration of the premiscs and the mutual covenants
hereinafter contained, the parties hereto formally covenant, agrec, and bind themsclves as follows:
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ARTICLE [

Defini

Section 1.1. Definitions. All terms, not otherwise defined herein, shall have the meanings
assigned 10 them in the Indenture. In addition, the following terms, except where the context
indicates otherwise, shall have the respective meanings sct forth below.

" " means any independent certified public accounting firm licensed to practice
in the State of Oregon (which may be the firm of accountants who regularly audit the books and
accounts of the Borrower) from time t0 time selected by the Borrower with the approval of the
Trustee.

"Ammnﬁs_cfﬁniﬁﬂlﬁ" means a report, certificate or opinion by the Accountant.

"Bonds" means the 1991 Bonds as that term is defined in the Indenture.

Borrower" means Merle West Medical Center or any other person owning and operating
the Hospital Facilities.

Cost_of Capital Projects” mecans the sum total of all reasonable or necessary costs
incidental to the Project and all other necessary and incidental expenses in connection with the
foregoing, including, without limitation, the initial fees and expenses of the Authority and the
Trustee.

"

» means the facilities, required or permitted herein to be constructed or
otherwise acquired with a portion of the proceeds of the Bonds or the proceeds of any payments
pursuant {0 Section 4.7 hereof and any substitutions for and additions thereto, all as they may at

any time exist including, but not limited to, the 1991 Project.

" means the Amended and Restated Trust Indenture dated as of even date
herewith between the Authority and the Trustee.

"Loan" means the loan by the Authority 10 the Borrower of the proceeds from the sale of
the Bonds pursuant to this Loan Agrecment.

» means this Loan Agreement and any amendments and supplcments
hereto made in conformity with the requirements hereof and of the Indenturc.

"Mmmmmh “ means a Loan Agrecement Default under Section 10.1 hereof.

"

" means thosc payments required to be paid by the Borrower pursuant
to Scction 5.2 hercof.
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Section 2.1, % The Authority Iepresents that-
@) - ..

The Authority hereby finds that the financing
o fulfill its obligation to provide hospital faciliti

Section 2.2, Rmmmmuhmmﬂ
that:

- The Borrower Tepresents and covenants

(@) Borrower js 3 nonprofit corporation duly organized under the laws of the
State, having POwer to enter into apg to perf

Orm and observe the Covenants and agreements on
its part contajned in this Loan Agreement and
and delivery of thjs Loan

by proper action has duly authorized the tXccution
Agreement.
(®)
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the transactions conte

mplated hereby and ther,
of this Loan Agreement
he terms, conditiopg or
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instrument to which Borrower is now a party or by which it is bound or constitutes a default
under any of the foregoing or results in the creation or imposition of any lien, charge or
encumbrance of any nature whatsoever upon any of the Property under the terms of any
instrument or agreement, other than this Loan Agrcement.

()  To the extent required by law, the Project has been reviewed and approved
by the appropriatc regional and state health planning agencies and has been granted the
appropriate certification by such agencics.

@ Borrower intends to operate or to cause the Project to be operated to the
cxpiration of the term of this Loan Agrcement as "hospital facilities" within the meaning of the
Act and it has complete lawful authority to operate the Project for such purpose.

(e) As of the date of this Loan Agreement, Borrower is an organization
described in Section 501(c)3) of the Code which is not a “private foundation" as defined in
Scction 509(a) of the Code, it has received a letter from the Internal Revenue Scrvice to that
cffect, such letter has not been modificd, limited or revoked, Borrower is in compliance with
all terms, conditions, and limitation, if any, contained in such letter applicable to them, the facts
and circumstances which form the basis of such letter as represented to the Internal Revenue
Service continue substantially to exist, and Borrower is exempt from federal income taxes under
Section 501(a) and Section 501(c)(3) of the Code and agrees that it shall not perform any acts
or enter into any agreements which shall adverscly affect such federal income tax status nor shall
it carry on or permit to be carried on in the Project or permit the Project to be used in or for any
trade or business if such activity would adverscly affect the exemption or intercst on any of the
Bonds from federal income taxation or if such activity would adversely affect Borrower's federal
income tax status under Section 501(c)(3) of the Code.

® The Project now or as hereafter constructed, acquired and installed has
been or will be constructed acquired or installed as the case may be, in such manner as to
conform with all applicable zoning, planning and building regulations of the governmental
authoritics having jurisdiction of the Project.

(2 Borrower shall throughout the term of this Loan Agreement, administer,
own, operate, maintain and repair the Project in accordance with the terms of this Loan
Agreement; shall, as its obligation and at its expense during the term of this Loan Agreement,
usc and occupy the Project exclusively for such purposes, and shall faithfully, cfficiently and
cxclusively administer, operate, maintain and repair the same, and shall abide by all present and
future applicable laws, ordinances, rules, regulations, requirements and orders of all govern—
mental authorities or agencies having jurisdiction over the Project or the operations of Borrower.,

(h) At Icast 95 percent of the sum of net proceeds of the Bonds plus income
from the investment thereof will be used to pay the costs of acquiring, equipping, renovating or
constructing the 1991 Project or otherwise paying the capital costs of Borrower which is a duly
qualified and existing Section 501(c)(3) organization under the Code.
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(i) Any real Or personal property acquired, equipped, renovated, imp
otherwise financed with the proceeds of ¢

in Section 501(c)3) of the Code,

roved or
he Bonds shal] be owned by an Organization described

Not more than 2 percent of the proceeds of the

¢ an
and purposcs from the
cmal Revenue Service.

The Borrower will not cause the Bonds to be treated as

"federally
Section 149(b) of the Code, as may be modified ip any

crest with respect to which is to

of America or any agency or
in federally insured deposits or
149(b)(3) of the Code apply.

Page 7 ~ Loan Agreement




(®  The Bori'ower will n
amounts held by the Trustee under the Ind

Ot use or invest the Proceeds of the Bopds or
that will cayge the Bonds to be "arbitrage

€nture or any investment €arnin
bonds” within the

as of the
en into account ip

0 years and

ably expected Temaining

Permit to be yge,
t

d, less than 95% of the net
within the meani

ng of Section 145(c) of the

mplo

Y and maintaip jp its employ ap administrator,
hief executive of the portion of the Hospita] Facilities

within the meaning of the A, t, i

anagement.

Which is a "hospital”

hospita] or industrial

Ct, qualif
m

ied by training and expcrience in
Section 2.3, vij

For purposes of this Section, the following terms shall have the following meanings:
"Environmcntal Laws" means any and ajj State, federa] ap
and ordinanceg relating to the protection o

d local Statutes, regulatiops
f human healt

h or the €nvironment,

used, tre

ated, stored, dispo
"Hazard

0us Substanceg” sh




13168

fraction thereof and any and all hazardous or toxic su
or listed under the R i
the Comprehensive

The Borrower Iepresents, warrants and covenants as follows:

To the best of Borrower's knowledge, after duc inquiry and investigation,
pital Facilitics have been used, generated,
, N ported, treated, stored, handled and disposed of only in strict
compliance with all Environmental Laws, Borrower has no knowledge of any action, citation,
directive, letter or other communication from any person or governmental authorit
any intentional or unintentional action or omission which has resulted in the rele
leaking, pumping, pouring, omitting, emptying or dumping of Hazardous Substances on the
Hospital Facilities or from the Hospital Facilities to other property.

) Borrower shall exercise extreme care in handling Hazardous Substances
and shall undertake any and all preventive, investigatory or remedial action (including, without
limitation, emergency Tesponse, removal, containment and other remedial action):

@ required by any applicable Environmental Laws or orders by any
governmental authority having jurisdiction under Environmental Laws; or

(i)  nccessary to prevent or minimize property damage (including,
without limitation, damage to the Borrower's own property), personal injury or damage to the
cnvironment or threat of any such damage or injury, by rcleases of or exposure to Hazardous
Substances in connection with the Hospital Facilities or operations on the Hospital Facilities.
In the event the Borrower fails to perform any of its obligations under this Section, the Authority
or the Trustee may perform (but shall not be required to perform) such obligations at the
Borrower's expense. In performing any such obligations of the Borrower, the Authority and the
Trustee shall at all times be deemed to be the agent of the Borrower and shall not by recason of
any such performance be deemed to be assuming any responsibility of the Borrower under any
Environmental Laws or to any other person.

(c) The Borrower shall indemnify and hold harmless the following (collectively
the "Indemnitees™): the Authority and the Trustce and their officers, directors, employecs, agents,
and all of their successors and assigns against any and all claims, demands, losses, liabilities,
costs and expenses (including, without limitation, attorney fees at trial and on any appeal or
petition for review) incurred by any of the Indemnitees:

(i) arising out of or relating to any investigatory or remedial action
involving the Hospital Facilitics or the operations conducted on the Hospital Facilities and
required by Environmental Laws or by orders of any governmental authority having jurisdiction
under any Environmental Laws; or
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(i)  on account of injury to any person or damage to any property
arising out of or in connection with or in any way relating to:

(@) any applicable laws or regulations, including, without
limitation, Environmental Laws; or

®) the use, trcatment, stOrage, generation, manufacture,
transport, release, spill, disposal or other handling of Hazardous Substances on the Hospital
Facilities or in connection with operations conducted on the Hospital Facilities; or

(© the contamination of any of the Hospital Facilities by
Hazardous Substances.

(d)  The covenants contained in this Section shall survive any termination of
the Loan Agreement, and shall survive any foreclosure, whether judicial or nonjudicial, of the
Hospital Facilities pursuant to the terms of the Indenture and shall be for the benefit of the
Authority, the Trustee and their successors and assigns.
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ARTICLE I

Term of Loan Agreement

Section 3.1. Term of this Loan Agreement. This Loan Agreement shall remain in full
force and effect from the date of delivery hereof from escrow by the Trustee to the parties hereto
in accordance with the instructions of Borrower and the Authority pursuant to Section 10.4 and
Section 10.5 of the Leasc, until such time as all of the Bonds shall have been fully paid or
provision is made for such payment pursuant to the Indenture and all reasonable and necessary
fees and expenses of the Trustee accrued and to accrue through final payment of the Bonds, all
fees and expenses of the Authority accrued and to accrue through final payment of the Bonds and
all other liabilities of the Borrower accrued and to accrue through final payment of the Bonds
under this Loan Agreement and the Indenture have been paid or provision is made for such
payments pursuant to the Indenture.
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made only upon receipt by the Trustee of a requisition signed by an Authorized Representative
of the Borrower.

Upon receipt of a certificate signed by an Authorized Representative of the Borrower
stating that all such fees and expenses have been paid, the Trustee shall transfer any monies
remaining in the Bond Issuance Costs Fund at the option of the Borrower to the Bond Principal
Fund, the Bond Interest Fund, or if such certificate is received prior to the Completion Date, to
the Construction Fund.

Section 4.5. igati i i ishi .
The Borrower and the Authority agree to cooperate with each other in furnishing to the Trustee
the requisitions referred to in Scction 4.3 and 4.4 hereof.

Scction 4.6. i i . The Completion Date shall be evidenced
to the Trustee by a certificate signed by an Authorized Representative of the Borrower meeting
the requirements of Section 5.3 of the Indenture. The completion of a Project and the deposit of
any rcmaining balances shall be governed by Section 5.2 of the Indenture. The Borrower
covenants that the Completion Date (i.c., the filing of the certificate required by this Section 4.6)
will occur not later than July 1, 1994 for the Project, unless otherwise agrecd to in writing by the
Trustee and provided the Borrower provides the Trustee and the Authority with an opinion of
nationally recognized bond counsel to the effect that the extension of such date will not adversely
affect the tax—exempt status of the Bonds.

Section 4.7. Completion of the Project if Fund Insufficient. The Borrower acknowledges
that the monies in the Construction Fund available for payment of the Cost of Capital Projects
may not be sufficicnt to pay the Cost of Capital Projects in full, and agree to complete the Project
and to pay that portion of the Cost of Capital Projects in excess of the monies available therefor
in the Construction Fund from any monies legally available for such purpose. The Authority
does not make any warranty, either express or implied, that the monies which will be paid into
the Construction Fund will be sufficient to pay all the Cost of Capital Projects. The Borrower
shall not be cntitled as a result of paying a portion of the Cost of Capital Projects pursuant to this
Scction 4.7 to any reimbursement therefor from the Authority, the Trustee or from the owners of
any Bonds, nor shall it be entitled to any diminution in or postponement of the Loan Payments
or other payments required to be paid under Section 5.2 hereof.

Section 4.8. Investment of Monies. Any monies held as a part of the Construction Fund
shall be invested, reinvested, and transferred to other Funds by the Trustee as provided in
Article VI of the Indenture.

Section 4.9. Arbitrage.

(a) Borrower hereby covenants and represents for the benefit of cach owner
of the Bonds that it will not make, or permit, any use of the procecds of the Bonds or the monies
in the Special Funds, or take any other action, which will cause the Bonds or any subsequent
obligations of the Authority to be "arbitrage bonds” within the meaning of Section 148 of the
Code. Borrower covenants that it will comply with the applicable requirements of Section 148
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Section 5.1. Seccurity Provisions. To secure the payment of the Loan and the payment
of all sums advanced under this Loan Agrcement, including advances which may be made in
the futurc and to secure the performance by the Borrower of all the covenants cxpressed or
implied by this Loan Agreement: the Borrower hereby pledges to and grants to the Authority
a present security interest, within the meaning of the Oregon Uniform Commercial Code and to
the extent permitted by law, all of its right, title and intcrest, if any, in the Special Funds and in
any trust accounts referred to in this Loan Agrcement or the Indenture.

This picdge shall be valid and binding from and after the date of the first delivery of any
of the Bonds. To the extent any property covered by this Loan Agreement consists of rights of
action or personal property, this Loan Agrecment constitutes a security agreement and financing
statement and is intended, if recorded or filed, to create a perfected sccurity interest in such

property in favor of the Authority.

Section 5.2. Loan Payments. On or before each Rental Payment Date, Borrower shall
pay as repayment of the Loan the Loan Payment due and owing on such Rental Payment Date.

In any event, the Loan Payments payable under this Section 5.2 shall be sufficient to pay
the total amount duc with respect to the principal of, interest, and premium, if any, on the Bonds
as such payments become duc, and to pay any deficicncy in any Special Fund, provided, that if
at any time the amount held by the Trustee in the Special Funds, exclusive of the Construction
Fund, should be sufficicnt to pay at the time required the principal of and interest on the Bonds,
Borrower shall not be obligated to pay further Loan Payment amounts under the provisions of
this Section 5.2.

During the term of this Loan Agrecment, Borrower agrees to pay the Trustee as they
become due (i) the fees of the Trustee for the Ordinary Services of the Trustee rendered; (ii)
the rcasonable fees and charges of the Trustee, as Bond Registrar and Paying Agent, and of
paying agents on the Bonds, as provided in the Indenture; and (iii) the rcasonable fees and
charges of the Trustee for necessary Extraordinary Services rendered by it and Extraordinary
Expenses incurred by it under the Indenture; provided, Borrower may, without creating a default
hercunder, contest in good faith the necessity for any such Extraordinary Services and
Extraordinary Expenses and the reasonableness of the same.

Borrower also agrees to pay to Authority or rcimburse Authority for all reasonable
expenses of Authority, including without limitation, the fees and costs of its legal counsel and
the rcasonable fees and costs of its accountants, related to the Hospital Facilities or requested
by Authority or either of them, or required by the Bond Documents. Borrower also agrees to
pay the fees, costs, and expenses of Bond Counsel.
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Failure by the Borrower to make any Loan Payment required by this Section 5.2 shall
constitute a Loan Agreement Default, and the required payment shall continue to be obligations
of the Borrower, payable in full with interest at the Interest Rate for Advances from the date of
such Loan Agreement Default,

Section 5.3.

Indenture. The additional
paid directly to such parties.

Section 5.4. lelganmmmmmmmdnm To the extent permitted

required in Section 5.2

perform and observe the other agreements on their part contained herein shall be

absolute and unconditional. To the extent permitted by law, the Borrower (1) will not suspend
or discontinue, i i

n Article XI hercof,
Agreemient for any cause including, without limiting the generality
circumstances that may constitute failure of consideration, evicti

America or the State of Oregon or any political subdivision of cither, any failure of the Authority

to perform and obscrve any agreement, whether express or implicd, or any duty, liability, or

obligation arising out of or connccted with this Loan Agreement, whether €xpress or implied, or

any failure of the Trustee to perform and observe any agreement, whether express or implied, or

any duty, liability or obligation arising out of or connected with the Indenture, whether express

or implied. Nothing contained in this Section 5.4 shall be construed to release the Authority from

i ; and if the Authority shall fail to

ion against the Authority as the

at no such action shall violate

¢ Borrower may, however, at

of the Authority, prosccute or

lving third persons which the

rotect its right of possession,

occupancy, and use of the Project and in such event the Authority hereby agrees to cooperate
fully with the Borrower (without expense to the Authority).

Section 5.5. . To secure the prompt payment of the Loan
Payments and the performance by Borrower of its obligations hereunder, Borrower hereby
pledges to the Authority and hereby grants the Authority a security interest in and agrees and
acknowledges that the Authority shall have and shall continue to have a security interest in Gross
Revenues.
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ARTICLE VI
Maintenance, Taxes and Insurance

Section 6.1. i ificati . The Borrower
agrees that during the term of this Loan Agreement, the Project shall be operated and maintained
in substantial compliance with all governmental laws, building codes, ordinances, and regulations
and zoning laws and strictly in compliance with all Environmental Laws as shall be applicable
to such Project. The Borrower agrees that during the term of this Loan Agreement it will at its
own expense (i) keep the Project in as reasonably safe condition as their operations permit and
(ii) keep the Project in good repair and in good operating condition, making from time to time
all necessary repairs thereto (including external and structural repairs) and renewals and
replacements thereof.

Section 6.2. ili . The Borrower
will pay promptly, as the same become due, (i) all taxes and governmental charges of any kind
whatsoever that may at any time be lawfully assessed or levied against or with respect to the
Project or any interest therein, or any machinery, cquipment, or other property installed or
brought by the Borrower therein or thereon which, if not paid, will become a licn on the Project
prior to or on a parity with the charge thereon under this Loan Agreement, (ii) all utility and
other charges incurred in the opcration, maintenance, use, occupancy, and upkeep of the Project
and (iii) all assessments and charges lawfully made by any governmental body for public
improvements that may be secured by a lien on the Project provided that with respect to special
assessments or other governmental charges that may lawfully be paid in installments over a
period of years, the Borrower shall be obligated to pay only such instaliments as may have
become due during the term of this Loan Agreement.

The Borrower may, at its cxpense, in good faith contest any such taxes, assessments and
other charges and, in the event of any such contest, may permit the taxes, assessments or other
charges contested to remain unpaid during the period of such contest and any appeal therefrom
unless, in the opinion of the Trustee, the Project shall be subject to loss or forfeiture, in which
casc such taxes, assessments or charges shall be paid promptly or secured by posting a bond with

orm satisfactory to the Trustee. The Authority at the expense of the Borrower
shall cooperate fully with the Borrower in any such contest. In the event that the Borrower shall
fail to pay any of the foregoing items required by this Section 6.2 io be paid by the Borrower,
the Authority or the Trustee may (but shall be under no obligation to) pay the same and any
amounts so advanced therefor by the Authority or the Trustee shall become an additional
obligation of the Borrower to the one making the advance, which amount the Borrower agrees
to pay on demand together with intcrest thereon at a rate which shall be 2% per annum above
the rate announced by First Interstatc Bank of Oregon, N.A. from time to time as its Prime Rate
of Interest or the maximum rate permitted by law if less than such rate.

Section 6.3. Insurance Required. Throughout the term of this Loan Agreement, the
Borrower shall maintain, or cause to be maintained, insurance as is customary and appropriate
in the industry for the business and other activities conducted by the Borrower, covering such
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ARTICLE VII

Damage, Destruction and Condemnation

i i In the event of damage to,
Hospital Facilities, the Authority and
ble requirements of the Indenture.

Section 7.1.
destruction of, or condemnation of all or any portion of the

the Borrower shall comply in all respects with the applical
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ARTICLE viil

Section 8.1 MM . The Authority

makes 1o warranty, cither express Of implicd, as 10 the Project Of that it will be suitable for the
Borrower's purposes Ot needs.

Section 8.2. EuﬁhQLAssanﬁi The Authority and the Borrower agree that they will,
from time 10 time, and deliver, 0T cause 10 De eXeeue™s acknowledge
and delivered, such sup nd such furthet instruments aS may

required for carrying out ! facilitating the performance of this Lo

Section 8.3 Wg\_smmmﬁﬂﬁ The Borrower agrees that it will: (@) maintain proper
books of records and accounts of the Project with full, truc and correct entries of all of their
dealings in accordance with gcncm\ly accepted accounting oles; and (©) provide, upon
written request (which request shall be deemed to be continuing until revoked in writing) by any
Bondholder of at lcast 20% of the aggregatc principa\ amount of the then Outstanding 1991

Bonds, copics of Borrowers quartcrly unaudited financial statements.

Section 8.4- M The Borrower agrees 0 protect
and defend the Authority, the Trustee, the City of Klamath Falls, Orcgom its City Council
mecmbers, and their respective directors, servants, officers, cmployees, and other agents, now or

i Klamath Falls, Oregon, the Authority Of the Trustce, and further agree

harmless from any claim, demand, suit, action Of other procccding
i ional misrcprcscntation or any gross negligence Of any willful
nduct of the @ i i t the Authority,
arising Of purportedly arising hi g hi , th or the
transactions Contcmp\atcd thercby, and the oW he Bo f the
Project or the Hospital Facilitics.

In addition, the Borrower rcleases the Authority and the Trustee from and covenants and
agrees that the Authority and the T all not be liable for, and covenants and agrees, 10 the

extent permitted DY law, tO i 4 hold harmlcss the Authority and their respect

officers, employees and agents fro inst, any and all losses, claims, damages, i i

or cXpenses, of every concc'wab\c kind, € and naturc whatsoevet arising out of, resu

itin
n any way connected with (1) the Project 0f the Hospital i r the COnd'\tionsg,
occupancys use posscssion, conduct Of management of, or work done in Of about, or from the
planning, design, acquisition, installation Of construction of the Project OF the Hospital Facilities
or any part thereof; (2) the issuance of any Bonds or any certi (]
in conncction therewith and the carrying out of any of the transacti
Bonds and this Loan Agreement; (3) the Authority's 0f Trustce's cXccu
{casc Or any of the Bond Documents, Of the cxercisc OF pcrform:mcc
dutics under and in accordance with any of the foregoing; Of (4) any untru

untruc statement of any matcrial fact pcrtain'mg 1o the Borrower or the Project Of th
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Facilitics or alleged omission to state a material fact pertaining 10 the Borrower or the Project or
the Hospital Facilities necessary t0 make the statements made, in light of the circumstances under
which they were made, not mislcading, in any official statement or other offering circular utilized
by the Authority or any underwriter or placement agent in connection with the sale of any Bonds;
provided that such indemnity shall not be required for damages that result from negligence or
willful misconduct on the part of the party sceking such indemnity. The Borrower further
covenants and agrees, to the cxtent permitted by law, to pay or to reimburse the Authority and
the Trustee and their respective officers, cmployccs and agents for any and all costs, rcasonable
attorneys' fees, liabilitics or expenses incurred in connection with investigating, defending against
or otherwise in connection with any such losses, claims, damages, liabilitics, expenses Or actions
for which the Authority is cntitled to indemnity under this paragraph, except t0 the extent that
the same arise out of the gross negligence of willful misconduct or matcrial misrepresentation of
the party claiming such payment or reimbursement. In addition to the foregoing (and not by way
of limitation), the Borrower hereby specifically agrees that in the cvent the Internal Revenue
Service challenges the federal tax—cxempt status of the interest on the Bonds or threatens to
disqualify the Authority pursuant to Treasury Regulation $ 1.103-13(a)(2)(iv) by reason of the
issuance of the Bonds, the Borrower will promptly, upon request of the Authority, take any and
all actions necessary to avoid the loss of federal tax—cxempt status of the interest on the Bonds
or such disqualification of the Authority, including but not limited to the payment (after final
resolution of any administrative or legal proceedings challenging such actions or asscrtions by
the Internal Revenue Service) to the United Statcs Government of any and all carnings on the
investment of Bond proceeds and the carnings on the investment incomc derived therefrom if the
payment thercof will preserve the federal tax—exempt status of the intercst on the Bonds or
prevent such disqualification, and the Borrower will pay all rcasonable costs and expensc
(including attorneys' fees and expenses) incurred by the Authority in connection therewith, and
the Authority agrees that it will cooperate with the Borrower in connection with any actions taken
by the Borrower under this sentence, including cooperating with the Borrower in any legal or
administrative proceedings challenging such action or assertion by the Internal Revenue Service.
The provisions of this Scction 8.4 shall survive the retirement of the Bonds.

The Borrower shall have no recourse for the payment of the principal of, premium, if any,
or interest on the Bonds or for any claim based thereon or hercundcr against any member, officer,
cmployee or other agent of the Authority or any natural person exccuting the Bonds.

Section 8.5. MMLMMQMMJMLBQM ~ Whenever under the
provisions of this Loan Agreement or the Indenture the approval of the Borrower is required,
or the Authority or the Trustee is requircd to take some action at the request of the Borrower,
such approval or such request shall be made by the Authorized Officer of the Borrower unless
otherwise specified in this Loan Agreement or the Indenture. The Authority or the Trustee shall
be authorized to act on any such approval or request and the Borrower shall have no complaint
against the Authority or the Trustcc as a result of any such action taken in accordance with such
approval or recquest. The execution of any document Or certificate required under the provisions
of this Loan Agrcement or the Indenture by an Authorized Officer of the Borrower shall be on
behalf of the Borrower and shall not result in any personal liability of such Authorized Officer.
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Section 8.6.

Section 8.7. Licenses and Oualifications. The Borrower will do all things necessary to
obtain, renew and secure al permits, licenses and other governmental approvals necessary for
operation of that portion of the Project which constitute adult congregate living facilitics, hospital
facilities or skilled nursing facilitics as adult congregate living facilitics, hospital facilitics or as
skilled nursing facilitics.

Section 8.8. Sectarian Use. The Borrower agrees that no proceeds of the Bonds shall be
used to acquire, construct, instal] or refinance any facilitics which are intended to be used
primarily for sectarian purposes. The Borrower will admit and treat indivi
without regard to race, creed, color, age, sex, national origin or religious bel
permit and not interfere with the religious beliefs of persons admitted and treated,

Section 8.9. ~ - The Borrower agrees that jt
will not knowingly take any affirmative action or omit to take any action, which action or
omission will adversely affect any cxclusion from gross income for federal income tax purposcs

» in the event of such action or omission, it will, promptly upon

on, take such reasonable actions based upon advice of counsel

pense of the Borrower, as may rescind or otherwise negate such

action or omission. The Borrower agrecs that it will not use, or permit to be used, any of the
Project in an unrelated trade or business as defined in Section 5
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Section 9.1, Assignment by Borrower. This Loan Agreement may be assigned by the
Borrower with the prior consent of the Trustee, subject to each of the following conditions:

(@) No assignment shal| relieve Borrower from primary liability for any of its
obligations hereunder and in the event of any such assignment Borrower shal] continue to remain
primarily liable for payment of tie Loan Payments required to be made under Section 5.2 hereof
and for performance and observance of the other Covenants and agreements on their part herein
provided.

) No assignment shall impair the exemption of interest on the Bonds from
federal income taxation as indicated in an Approval of Bond Counsel.

(¢)  The assignee shall assume in writing the obligations of Borrower hereunder
to the extent of the interest assigned.

(d) Borrower shall, within 30 days after the delivery thercof, furnish Or cause
to be furnished to the Authority and the Trustee a true and complete copy of each such
assumption of obligations and assignment.
ity. The Authority has assigned its intcrest
greement to the Trustee pursuant to the
mium, if any, and interest on the Bonds.

Section 9.3. Redemption of Bonds. Upon the agreement of the Borrower to deposit or
causc to be deposited monies into the Bond Principal Fund and the Bond Interest Fund in an
amount sufficient to red 0 redemption, the Authority, at the request of the
Borrower, i r than the payment of the money required for such
redemption) necessary under the applicable redemptjon provisions of the Indenture to effect
redemption of all or part of the then Outstanding Bonds on the redemption date.
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Loan Agrecment Defaults and Remedies

Section 10.1. Loan Agreement Defaults. The following shall be "Loan Agreement
Defaults" under this Loan Agreement:

(@) Failure by Borrower to pay the Loan Payments required to be paid under
Section 5.2 hereof on or prior to the date on which payment is required and continuing for a
period of seven (7) Business Days after written notice mailed to Borrower by the Trustee or
Authority that the Loan Payments referred to in such notice have not been received.

(b)  Failure by Borrower to observe and perform any other covenant, condition
Or agreement on its part to be observed or performed, other than as referred to in the other
paragraphs of this Section 10.1, for a period of thirty (30) days after written notice specifying
such failure and requesting that it be remedied, given to Borrower by Authority or the Trustee,
unless Authority and the Trustee shall agree in writing to an extension of such time for such
remedy; provided, however, that if Borrower shall proceed to undertake the necessary curative
action which, if begun and prosccuted with due diligence, cannot be completed within a period
of thirty (30) days, then such period shall be increased without such written extension to such
cxtent as shall be nccessary to enable Borrower with due diligence to begin and complete such
curative action.

©) Abandonment by Borrower of the Hospital Facilitics, or of any substantial
part thereof, or of the operations thercon, if such abandonment shall continue for a period of
thirty (30) days after written notice thereof shall have been given to Borrower by Authority or
the Trustee.

(d) The dissolution or liquidation of Borrower or the filing by Borrower of a
voluntary petition in bankruptcy, or failure by Borrower promptly to lift any execution,
garnishment or attachment of such conscquences- as will impair its ability to carry out its
obligations under this Loan Agreement, or the commission by Borrower of any act of bankruptcy,
or the adjudication of Borrower as a bankrupt, or the assignment by Borrower for the benefit of
its creditors, or the entry by Borrower into an agreement of composition with its creditors, or the
approval of a court of competent jurisdiction of a petition applicable to Borrower in any
proceeding for either Borrower's reorganization or arrangement instituted under the provisions of
the federal bankruptey statutes, as amended, or under any similar act which may hereafter be
cnacted. The term "dissolution or liquidation of Borrower”, as used in this subscction shall not
be construed to include the cessation of the corporate existence of Borrower resulting from a
merger or consolidation of Borrower into or with another corporation or a dissolution or
liquidation of Borrower following a transfer of all or substantially all of its assets as an entirety,
under the conditions permitting such actions in the Indenture.

(e) Loss by Borrower of its status as a federally tax-cxempt organization or
other event which results in loss of federal tax—~cxcmpt status for the intercst paid on the Bonds.
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) A default after the applicable cure period therefor, if any, under the Bond
Documents.

(8 A default, however defined, under the Guaranty Agreement.

ited

3 , political subdivisjons or

officials, or any civil or military authority; insurrcctions; riots, epidemics; landslides, washouts;
droughts; arrests; restraint of government and people; civil disturbances; explosions; breakage of
government and people; civil disturbances; explosions; breakage or accident to machinery,
transmission pipes or canals; partial or entire failure of utilities; or any other cause or event not
Teasonably within the control of Borrower, Borrower is unable in whole or in part to carry out

irely within the
make settlement of strikes, lockouts

Section 10.2. Remedies on Defaujt. Whenever any Loan Agreement Default referred
to in Section 10.1 of this Loan Agreement shall have happened and be subsisting, any one or
more of the following remedial steps may be taken:

The Authority, or the Trustee as provided in the Indenture, may at jts
option, and in the case of a Loan Agreement Default under paragraph (e) of Section 10.1 of this
Loan Agreement shall, declare al] installments of Loan Payments payable under Section 5.2
hereof for the remainder of the term of this Loan Agreement to be immediately due and payable,
whereupon the same shall become immediately due and payable.

In the event any of the Bonds shall at the time be Outstanding and unpaid
may have access to and inspect, examine and make copies of the books and
g without limitation any and all accounts, data and income tax and other tax
records, of Borrower.

(€) The Authority may take whatever action at law or in equity may appear
necessary or desirable to collect the Loan Payments then duc and thereafter to become due, or
to enforce performance and obscrvance of any obligation, agrecment or covenant of Borrower
under this Loan Agreement.

Before any of the foregoing remedies are exercised by either the Authority or the Trustee
upon a Loan Agreement Default under paragraph (®) of Section 10.1 of this Loan Agrcement,
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ARTICLE XI

Prepayment of the Loan

and interest on any portion of the Bo

the option granted by this Section 11.1 shall not be cause for redemption of Bonds unless such
redemption is permitted at that time under the provisions of the Indenture and the Borrower
specifies the date for such redemption. In the event the Borrower prepays all of the Loan
pursuant to this Section 11.1 and pays all rcasonable and necessary fees and expenses of the
Trustee accrued and to accrue through final payment of thc Bonds called for redemption as a
result of such prepayment and all of its liabilitics accrued and to accrue hereunder to the
Authority through final payment of the Bonds called for redemption as a result of such
prepayment, this Loan Agreement shall terminate.

Section 11.2. Prepayment Credits. In the event of prepayment by the Borrower of the
Loan in whole, the amounts then contained in the Bond Principal Fund, Bond Interest Fund and
Bond Issuance Costs Fund shall be credited against the Borrower's prepayment obligation.

Section 11.3. Notice of Prepayment. To exercise the option granted by this Article XI,
the Borrower shall give written notice to the Authority and the Trustee which shall specify
therein the date of makin which date shall be not less than 60 days nor more

Section 11.4. Usce of Prepayment Monies. By virtue of the assignment of the rights of
the Authority under this Loan Agrcement to the rustee, the Borrower agrees to and shall pay
any amount required to be paid by them under this Article XI directly to the Trustce (other than
amounts to be paid to the Authority for its own account). The Trustee shall use the monies so
paid to it by the Borrower to pay the principal of and interest on the Bonds on regularly
scheduled payment dates or, upon direction of the Borrower and the Authority, to redeem Bonds
on the date set for redemption thereof pursuant to Section 11.3 hercof.
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ARTICLE xqq

Miscellaneoyg
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Section 12.1. i
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Section 12.10. Captions. The captions and headings in this Loan Agreement are for
convenicnce only and in no way define, limit, or describe the scope or intent of any provisions
or sections of this Loan Agreement.

Section 12.11. Payments Due on Holidays. If the date for making any payment or the
last date for performance of any act or the exercise of any right, as provided in this Loan
Agreement, shall be a legal holiday or a day on which banking institutions in the City of Klamath
Falls, Oregon are authorized by law to remain closed, such payments may be made or act
performed or right exercised on the next succeeding day not a legal holiday or a day on which
such banking institutions arc authorized by law to remain closed with the same force and effect
as if done on the nominal date provided in this Loan Agrecment.

Section 12.12. Provision of General Application. Any consent or approval of the
Authority required pursuant to this Loan Agrcement shall be in writing and shall not be
unreasonably withheld. If such consent or approval is withheld, the Authority shall state its
rcasons in writing.

IN WITNESS WHEREOF, the Authority and the Borrower have caused this Loan

Agreement to be executed in their respective corporate names and to be attested by their duly
authorized officers, all as of the date first above written.

AUTHORITY: KLAMATH FALLS INTERCOMMUNITY
HOSPITAL AUTHORITY

By:\d/ﬂ%@ﬁ /QWZ%?

Chair

Secretary

BORROWER: MERLE WEST MEDICAL CENTER

7 2
. . /’ /7
By: AQ“'CQ_;#L,K- ﬂ /(/// /1/

S AL A .
Chief Executivé Officer
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STATE OF OREGON: COUNTY OF KLAMATH: ss.

Filed for record at request of Klamath County Title Co. the 9th day
of July AD,19_81 ar_ 8:34 oclock A M., and duly recorded in Vol. M31
of Deeds on Page 13107 .
Evelyn Biehn County Clerk
FEE $438.00 By OI)IJ;' WAl e A ANg




