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PRIVATE & CONFIDENTIAL

Davié Tenwick
AcCarz Health Svstems Tne.

Sprmgn ld OH 15502
Dear Mr. Tenwick.

This lerter agreemcnt (the *letter Agreement™) will conlirm cur understanding of the rerms and
conditions under which Prospect Financial Advisors, LLC ("Advisor™) is engaged (the “Engagement™) by
AdCare Health Systems Inc. {the ~"Company™) for the purposes of providing certain merchant banking
and corparate advisory services in connection with setting and achieving sirategic business objectives. As
a part of this engagemert a corporate aftiliate of Advisor, GCC Capital Group, LLC (~GCC™ will
provide corporate advisory services and is consequently simuilaneously engaged. This agreement is to
conilm our understanding with respect (o our engagement.

As used in this leiter, the term “Investment Transaction” means the infusion of funds in the form of equity
or debt investments by one or more parties into the Company for the purposes of capitalization of all or
part ot the Company. The wern ~Salkes Transaction™ means, whether in one or a series of transactions, {a}
any merger, consolidation, joint venture or other business combiration pursuant to which the business of
the Company is combined with that of another person (any such person, together with its affiiiates, a
*Purchaser™); (b) the quUl‘:lllOlL directly or indirectly, by a Purchaser by way of negotiated purchase oc
any other imeans of a majority of the capital stock of the Company; and (¢} the acquisiiion by a Purchase
directly or incirectly, of a majority of the assets, properties and'or businesses of, the Comwpany by wayv of
a direct or indirect purchuase. lease, license. exchange, joint vemiwre or other means. The wrm

Acquisition Transaction™ mweans (3) aoy merger. censolidation, joint venmure or other business
combination pursuant to which the business of the Company is combined with that ol another persor. (any
such gerson, together with its affiliates, o ~Seller™: (b) the acquisition, directly or indirectly. of o Selier
by way of negotiated purchase ar any other means of @ majority of the eapiral stock of the Conmany: and
te) the acquisition by a Seller. directly or indirectly, of a majority of the assets. properties andqor
businesses of. the Compuny by way ol a direct or indirect purchase. lease, license, exchange, jeint venture
or ather means.

The Advisor team wiil be led by Rich Stewart and will include other members of Advisor’s start and
advisers, as we deem appropriate front tine o time, Advisor will report directly to the board ot directors
ol AdCare Health Systems Ine. (the “Board™), Chairman David Tenwick will represent the Board.



I

Services to be rendered

Advisor will use its best professional efforts 1o assist the Cormpany in analyzing. struciuring and affecting
the proposed Investment Transaction, Sales Transaction, or Acqguisition Transaction in accordance with
the terms and conditions ol this Agreement. Advisor proposes 1o underlake the following activitics on
vour behalf, including, bur not Himited o, the following:

it

A. On best eflorts hasis. to identify and [acilitate the cloging of an Investment Transaction, Sales

Transaction or Acquisition Transactior.. .

Assist the Company in evaluaing a prospective vestment Transaction or Sales Transaction:

Determine a supportable range of value for Company in an Investment Transaction or Sales

Transaction:

D. Assist the Company in developing and improving corporale governance:

E. Assist the Company in developing and improvieg financial controls;

F.  Assist the Company in identifying nnd evaluating alternative copital struciures ter Company
10 fund the strategic business plan:

~w

G, [dentity potential sources of (inancing . investment for Company:
I Idencify issues germane to each afternative financing and capital structures:
Io Assist and advise Company in developing strateey and tecties Por negotiating an Tnvesiment

Transaction:

J. Ceordinate Company™s internal and external corporate communications progrem:

K. Render such other advice and services as cormporate finance advisor as agreed upon by
Advisor and Company (rom time o ime:

L. Advise the Board of Direcrors ¢f Company in any and all corporate matters as requested by
the Board of Directors.

Fees - Company agrees to pay Adviser [or its Corporate Advisory Services as tollows:

A, Iovestment Transaction Fees
Inwvestment Transaction Iees shali be due and pavable ro Advisar as follows:
Advisor wiil be responsible For coordinating an Investmen: Transaction and with the raising of
capital. Investment Transaction Fees will be paid based upon the type of capital ratsed as
falfows:
1. Equity - Ten perceat (10%93 ol funds ratsed.

2. Siandby Equity Distribution Agreement (BEquity Liney -~ Five persent {3%6) of the

funds drawn down.

3. Convertible Debl -~Six percent (570) of Funds raised.

4. Non-Convertibie Debt - Five percent (53%0) of Cands raised.
Invesunent Transactions Fecs shall be paid o Advisor when investment funds identified by
Advisor are made avalable to the company and shall be paid by wire transfer upon distzibution (o
the Company.  In the event that more thar one of the lorezoing miglt Se applicable 1o on
Investment ard or Sales Teansactionl such fee, shall be determined by the capital raised in each
cateeors multipied by e pereenige listed above

I3, Mergers and Acguisition Advisory Fee:

Company agrees by pay 1o Advisor o Merger & Acquisition Advisory Fee ("M&A Fee™) il the
Company merges or is acguired by a party identified and or fntroduced by Advisor. or lor any
Acquisitzon Transaction which is structured or negotiated by Addvisor, This M&A Fee will be
equal 1 five percent (5%) of the Purchase Price paid (or serves as the valuation andror exchange
price for a merger or slock swap, the “Parchase Price™) anyv party. As used herein, the Purchase
Price shall equal the rotal consideration given or used as o valuntion measuring amount reiating to
the sale. merger or acquisition ol the Company by another party. and shall include cash. steck.
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notes, contracts, net habilities and'or funded debt assumed and tuture payments of auy kind,
contingent or othorwise.  The Transaction shall include all Forms of equity andior debt
instruments. regardless of the pereent of equity ownership mvolved.

C. Acquisition Fee:

Company agrees to pay (o Advisor an Acguisition Fee if the Company acquires a sirm identified
andior roduced by Advisor. or for any Acquisiticn Transaction which is structured or
negotiated by Advisor. This Acquisition Fee will be egual w live percent (3%s) of the Purchase
Price paid (or serves as the valuation ander exchange price For a merger or stock swap. the
“Purchase Price™) any parly, As used herein, the Purchase Price shall equal the ol
consideration given or ased as a valuation measuring amount relating o the sale. merger or
acquisition of the Company by another pary. o shall include cash. stock. notes, coutracts, ne
ltabilities andior Tunded deat assunmred and futare pavents of any kind. contingent or otherwise,
The Transacuon shall include alf forms of equaity andor debt nst-uments. regardiess of the
percent of equity ownership involved.

D. Retainer
Company agrecs to pay Advisor tor its Corporate Advisory Services as follows:
L. Company shall pay Advisor ten tacusand dollars (ST0.0060) due upon signing this Letter
Agreement.

2. Campany shall pay Advisor on the first day ot cach month for at least six (6) months,
staning February 1. 2008.
3. Company shall also pay Advisor thirty Dicusand (30.000) warrants 1o purchase Common

Stoek at any exercise price of $0.01 per share upon signing this Letter Agreement with
five thousand (3.000) warrants 1o be vested, the 251 ol each month tor six months
sfarting February 1, 20108,

Access to Advisor™s personnel, including members of its team of Senior’s. will be provided ax no
additional charge o Company. Additional. ongoing, specially identified assigoments for such
personncl may require individualized direet contracting by Company with oue or more such
Advisors, at possible additional ¢ost. as negoriated from tinze to time. but only with prior wrinen
agrecmzentt by Company. IF Advisor clects w rerminate this azreement. the fees contemplaied
hereby will terminate simultaneously.

[z, Warrants
Ugon the successfu. completion of an investment Transaction. Saes Transactiou. or Acquisition
Trausaction, the Campany shall also pav Advisor warman:s for cammon stock equal 1o ten peteent
L100) of either

1. The financing or lnancing commitmen: whichever is bugher in the event ol an

Invesiment Transaction or

2. The Purchose price (o the event of a Sales, or Acguisition Transaction.
The warrants shall be priced at ore hundred and fifieen percent (113%0) of the Company’s stack
price the day aller the Investment Transaction. Sules Transaetion. or Acquisition Transaction has
been completed. Advisar shall have tive (3) years to exercise these werrants. The warrants for
cormnion stock shall be free of uny restriction and the skaves will be registered.

I, Ongoing Consulting Agreement:

Upon the successful completion of a Invesiment Transaction, Sales Transaction, or Acquisition
Transaction commencing at anvtime after execution thereot, Company will retain GUC for a three
vear Censulting Agreement with a consulting retainer ol 37,500 per month Zor up to thirty-six
(36) months for the purpose ol supporting general corporate execative functions. business
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development. corporgze communications and public retations on behalf of the Company. This
agreement shali consist ot an initial consubling period beginning immediately cpon the success ful
coumpletion: of Investment Transaction. Sales Transaction, or Acguisition Transaction.  This
inital consulting pericd shull lase twelve (12) monchs, GCC and the Compoany shall then have the
mutual rght 1@ exiend the consuliing agreemen: for an acditional twelve (12) months. A the end
ol the second twelve mouth consulting perivod by mutual consent the consulling agreement can be
extended by an additioral twelve morths.  The Consulting Fee contenplated bereby shall
cormmence to be paid subsequent to, and net sinultaneously with, the Month!y Retainer Fee paid
pursuant o paragraph 11 D hereinabeve,

The Compuny shall also pay GCC one bundred and iy thousand (150.000) warranis for
conuten stoek of the Company stock per year priced at one kundred and fifieer percent i 113%)
ot the Company’s steck price the day aster the Investment Transaction. Sales Transaction, or
Acgesition Transaction has beer completed.  Gialen shall have [ve [3) vears to exercise these
warranis. The warmnts tor common stock shall be free ol any restricrion and the shares will be
registared. The warrants will be pavable as set cut befow.
1. One hundred and fifty thousand (130.000% warmants due the dayv after day the Tnvestment
Transaction, Sales Transaction. or Acquisition Transaction has been completed.
2. One bundred and tity thousand (130.000) warrants upon mutual conseri of extension of
the Consulting Agreement for the sezord twelve month consclting period.
3. One hundred and ity thousand (150.0D0) warrants upen mutual conscrt of extension of
the Consulting Agreement for the third twelhve month consulting period

These warrants are partial compensation for the three years ongoing consulling agreement, ong
hundred {1ty thousand (130,000} warrants per year [or three years. The warrants for connmon
stack shall be free of anv restriction and the shares will be reaistered.

(i. Marketing Fees

Upor completion of a transaction and no more often than once per year while Advisor is engaged,
the Company will pay S13.000 10 the Advisor for the purpose of public announcement and
advertisement of the transaction being complerad.

[L Expenses- Advisor will be reimbursed by the Company for all Advisor eqpenses arising from the
Invesament Transoction. Sales Transaction. or Acquisition Transaction ar a cate equal 10 three percent
{3%0y of the total available capital raised in the case of an hvesiment Transaction. and the Purchase Price
W the event of a Sales or Acquisilion Transaction The Company shall be responsible for all of i's own
expenses relating tw any Invesitent Trarsaction, Sales Transaction, or Accuisition Transaetion inciuding
but net limited 10 account:ng and lewal foes.

IV, Term of Contract and Termination

Thre Company or Advisor way terninate this Agreement. with or withowt causes atter the first 99 dayvs
from the date of exceution of this Agrecinen,., olfective thirty (30) davs [ollewing recoypt by the nan-
termisating pardy o weilter notice of such tervinmion.  Aay such termination shull got {exeept a3
orhers se provided hereind alZect the reimburse:nient or compensation ar indemniicaiion proyisions sel
{orth heretn. all ol which will remain in full foree arl effeet, I the everit the Advisor uncovers u material
fact about the Company during the course of this enzagement, which in the sole epinion of the Advisor
would negatively irpact the Company if diselased. then the Advisor, at i1s sole discretinn, may lerminute
this agreement immediately upon written nodice of such termination.

la addition, aud predicated upon closing an Ievestment Transaction as defined herein, the Company
agrees 1o provide a right of first refusal 1o comract with e Advisor as its sole Advisor for subsequeng
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capital raises and ongoing consulting services for @ period of three years from the date of contract
lerminazion.
DO —FoR ARO THE Compary ERTERS INTO 3 DaFIwsTiu

I the event that Adyisor ar'l'ungcs_ra-dr'-i-:-)-b-ls invesument Transac:ion, Sales Transaction, ar Acquisition

Transaction which the Cormpany elects ot to proceed with and also elecrs to terminale (his agreement, the

Company will pay Advisor a break up fee of two hundred and firty thousand dollars (8230.01¢). In the

evenl that the Company ther elects 1o proceed with the Investment Transaction. Sales Transaction. or

Acquisiton Transaction without Advisor within one year afier termination. the Comgany shall pav

Advisar all fees which would be due under this contract,

V. Information Provided to Advisor and GCC

The Company will fumish Advisor and GCC with such intormation as Advisor reasonably roquests “or
this assignment {all such information so furmished being the “laformation™).  This includes any
information necessary 1o complete background chesss on the principals ol the Company., The Company
recognizes and conlirms thir Advisor and GCC ¢y will use and rely primarily on the Information
provided by the Company as well ag Information available [rom generally recognized public sources in
performing services cantempluted by this letter withow having independently verified the same, (31) does
not assume responsibility for the accuracy or compietencss of the Information and (i) will not make an
evaluation or appraisal or any assets of the Company.,

V1. Confidentiality

Advisor and GCC will require any third party (o sigo a confidentiality agreement in ooy and subsitance
salistactory to the Company priorw furiishing any Information o such thivd party, approved recipients of
approved marketing and placement materials are specilically excluded from this requiremeat

VILL Indemnification
As a part of this agreement the Company. Advisor and GCC agree 1o sign and aeeept an Indemnification
Agreemer ztteched here as Exhibir A,

V1L Exclusivity

During the Engagememt, Advisor shall have e rigln (o initinte, continue and conduct cortacts,
nevotiations of oiher discussions on behalf of the Company and 1o serve as the Conmipany’s Placement
Agent. with respect to this potential Invesiment Transaction. Safes Transaction. or Acquisition. The
Company warranes and represents, as snually agread upon in writing by the Company and Advisor. that
it has granted only Adviser the right to aet as Placenment agent with respect o a [nvestment Transaction,
Salexs Transaction, or Acquisition und that there is no other person that is entit.ed to a tinder’s Zee or any
1y e of brokerage or other comumissior in connection with @ Iy estntent Transaction, Sales Transaction, or
Acgaisition

IX. Disclosure of Information

The Conypany witl furnist Advisor and GOCC witl, such informacion concerning the Company and its
industry as Adviser and GO reasonably request in conpection with this Eoagazement. The Company
warrants und represents that such itformation will not contain any untrue statemen: of watesial fact or
oMt Lo state any material fact necessary to make 11e stalerntents thercin ot nusleading in :ight b the
circumstanees undar which such statements are made, The Company further warrants and cepresents that
any Nraseial forecasts and projections that it maxes available or pravides v Adviser or GUC well be
creparsd i1 good fmith and will e based upon assumptions that refiect the best currently available
estimates and judgments of the management of the Company as 10 the malters covered tiereby aind, in
Lah: of the circumsianees under which they are made, are reasonable. 1 addition. subjeer o applicable
laws and regulations, the Company will keep Advisor and GCC advised ol all material developments
alfecting the Company or is ticancial position.  The Company recognizes and azrees that Adsisor and
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GCC tad will rely solely on such informaiion and other information avsilable from gercrally recegnized
punlic sources in performing the services contemplazed hereunder; and (b)) will not undertake independert
verilicarion of. and docs not assunie resporsibility for the accuracy or completeuess ol such information.

The Company will e responsibie for taking, and wi'll teke, all actions necessary to ensure thal uny
Financing Transaction is exeopt from or will comply with applicable federal and state securities laws.
Whiie the Company shall be responsible for the content of any marketing material and other decumenis
for the placement of Sceurities inthe Financing Trinsaction. the Company shall cause such marerial aud
documents o reflect such coment as Advisor and or GCC may reasonably reguest. including without
limiration any such requests arsing oul of any legal rey iew of the Financing Trarsaction that Adviser's
ard GCC's attermeys may eonduet gt the request of Advisor.  In addifen, withouwt the prior swrilien
consent of Advisor end GOC. such material and other documents may nor name or otherwise refer
Advisar, GCC, Advisor's lego or GCC's logo,

The Compary acknowledges that any epusions wr advice (written or oral) rendered to the Company by
Advisor or GCC in connection with the Froyagement will be treated by the Company as conlidentisl, are
tntended solely for 1he ase of the Board of Directors and senjor management of the Company in
considering the Financing Transaciion to which they relate and are aot for the use af. and canzet be relied
upon, by any other per san or be used or relied upot: for any other purpose. Except as required by iaw or
by order of a court of competent Jurisdiction, the Company agrees that no sach opinioas or advice may be
used to solicil sharcholder approvai of any transaction or for any other purposc or reproduced,
disseminated. quorad or refetred o at any tinie or otherwise disclosed te any third party, in eny manner or
for any nurpose, nor shall any public refererces to Advisor or GCC be made by the Company {or such
peraons), without the prior written consent of Advisor.  Without prior corsullation with Advisor. and
GCC. the Campany shall not make any disclosure o such opinicns or advice as required by law or by
order of a court of competent jurisdiction or make any annewncement or filing thar is so required o which
Advisar's or GCC's name appears.

X. DMiscellaneous

Advisor. the Company and GOC represenis that this Letfer Agreemient has in all respects been duly
authorized. executed and delivered by and on behallol'it. This Letter Agreenent and the Indemnfication
Provisions embody the entive agreainent and understanding of the parties heveto and supersede all prior
agreements and understandings. written and oral, relating 1o the subject marter herecl amd may not be
madified or amended. or any term of provisioa hercof waived or discharged, except in writing signed by
the pany against whorm such modirization, waiver or diseaarge is sought o be entforced.

Nuothing in this Letter Agreement or Engageant shall [Dnit Adviser's or GCC's ability o covsult and
coadu s business for and with others. including mmpctitr-rs ol the Company, and to engage 0 activitles
similar 1o those comenplated hereunder whether tor Us own account or for the account of :‘-ihc*&: or buy.
sell v hold sectamtics in or for edhiers.  In connection with the services corsemplated by this Lawer

Agreemeni, AJdvizor may employ the services ol persoanel who are cmplovees of Advisor or its alffiliates.
Ads isur may re.er o thc Engugement and the Company, alter it is otiterwise pubiic knowledge. in
rraditions) “rombstene” mnouncercnts or any of Hs professional promotional materials,  Furtier. if
requestec by Advisor. the Company shall include a mutually accemable reference to Advisor in any prass
reiease or viher public sunouncement made by the Company regarding the niatters deseribed in (s Leter
Agrzement.

The Company mknowlcdum‘. and agrees that () this Letier Agreentent does not corstitiic a comniient

ar underiaking on the part of Advisor o provide any Financing and dees not ensure the success!ul
competion af an Hnauuxw Transaction: (i) Aduvisor is acting as an independent cositractac feraunder.,
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and neither anything in this Letter Agrecment nor the nature of Advisor's services shall be deemed o
create a partmership, fiduciary or ageney relutionshipy between Advisor and the Company or any other
pantyl and (i3} Advisor has no dutics or obligations to the employees, equity hotders or creditors of the
Company by virtue 0f this Letter Agreenient ar the retention o Advisor hercunder, and no such person
shall ke deemed a thied party beneficiary ol this Lelter Agreement or kave any rights by virtue ot this
letier Agreement or the retention of Advisor hereunder.

XL Successors
Tius Letter Agreentent and all righix and ohligations hersunder shall be binding upon und inure o the

benetit of cach party”s successors, but may hol be assigned without the writien consent of tie otier paris.
witich consert shall not be unreasonably withheld.

XI[L Additional Services

W is understood that 157 Advisor or GCC s asked i provide any additionai investment banking sersices tor
ibe Ceompany. then the Company shall pay 1o Advisor or GCC additienal tees based on Advisor's
custeanary fees for the services rendered and that the rerms of the lndemrification Agreement shall apply
to ooy additional engagement.

NI Contractual Relationship

The Company expressly acknowledges that Advisor and GCC have been remined as o Ounanciat advisor to
the Comapary onlyve and not as a linancial advisor 1o, or agent of, aay other person. and that the
engagement is not intended to confer rights upon any persons rot a party hercio (inciuding sharcholders.
emplovees or ereditors of the Company) as against Advisor, GCC, Advisor’s alfiliates or their respective
diraciers, officers, agents and employees,

I is undersiood that Company 1s a sophisticated business entizy that has retained Advisor for the hmited
purposes ¢t forth in the Letter Agreement, and the Company and Advisor acknowladge and agree that
their resdective rights and obligations are contractual in nature. The Company and Advisor each diszlaim
ary inteation to impose fduciary obligations on lhe other by virtue of the engagement contemplated by
this Letter Agreentent.

Nathing i this Letter Agreement shoudd bhe fmerpreted that Advisor or GCC is auing as a -
cammitinent underwriter on behalf of the Cormpany. This Engagemient is interded solely o encompiiss o
best-cttons placement of Seeurities of the Corapany w & timited number of aceredited invesiors.

Advisor’s and GOC's Engagement shall nor include giving tax legal, regulatory. accounting or cther
specialist or teehnjeal advice er associmed services,  The Company will retain appropeiate advisoss
eipericnead with this type of Financing Transaction, ke Geir advice ard be responsilsle for all fees and
expoenses. as wall as ol other costs and expenses associated with the Transaction,

NIV, Enrire Azreement'(Governing Law

This Letter Agreerent and the Indemnibication Agreoment constitute the entire agreenweni Henveen us
reliting fe this enuasgement and  supersede and ke preczdence over ol privr agreements ov
understandings whether oral oc writien. between Advisor, GCC and the Compan: wirk respect 1o this
cngagement and moy only be modified by written agreement which is signed by both parties. This Letter
Agreemesnl and te Indemnitication Agreerent shall be 2orverned by and construed in accordance with
e Taws of the Commuonwealth ol Virginia.

XV.  Severability
IF any @ provision, covengnt o resiriction confained in this Lelter Agreement is held 2y a court of
competent jurisiation or other authority o be imvalid, void, unentorceable or agatust its regulaiory
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dobiey, the reninder of the reems. provisions, covenams and restrictions contained in s Letter
Agreement shall remain in full foree and olleet and shall in e way be aftected. impaired or uvalidaved.
Please conlirm thet the foregoing correctly sets forth owr agreement by signing and returiing w Advisor,
GCC the duplicate signed capy of this Lelter Agreciment enclased herewith.

Regards,
Prosput 9 m‘mual Advisors, LL Q

\\\ }‘/_'L‘"ij : 'f‘l v (- / (';_»‘\f)

Mark Ry u[c‘ P

!
L
Plt\ldL“\l

Accepted and agreed o, as of the date of this letier:

GCC Capital Group LLC

B:"F: ' o~ oy ( 5 - & - "_: L= ‘hf"w“':\..

William Daniclezyk T
Chairman

AdCare Health Systems Inc,

By Qa—zﬂ 0( [ 2w

A% l\_ Tenwijek

N
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Indsmanilication Agreement

The following provisions regarding indemwification are an integral past of the Agreewment (the
“Agreement™) to which they are attached between GUC Capital Group, LLC, and Prospect Financial
Advisors, LLC {collectively "GCC & Prospect™ and the Company named therein. Capitalized tenus used
bt aot defined below have the meanings given Lo them in the Agreement,

Iadeomificadion by e Congenne

Ly connection with the services which GO & Prespect have agreed to rerder to the Company in the
Agrzement, the Company shall indemn Fy GCC & Prospect. each of its directors, o feers. employees, and
agents and each person. it any, wha comirols GCC & Prospect within the meaning of Section 13 of the
Securities Act of 1933, as amended (the "Act™) {collectively, GCC & Prospect). and hold GCC &
Prosgect harmiess ro the Tullest extent perneitied by law against any and all fosses. ¢laims. damages, and
liabilities (and actions in respect thercold to which GCC & Prospect may become subject in connection
with (1) GUC & Progpect’s use of informaton coatained in the Memerandum that {s matenially inaceurats
or alleged o De materially inaceurate in any respect (as a result of misrepresentation, omission. taiture (o
update or otherwise) that is provided to GCC & Prospect by the Company or it representatives, agents. or
GCC & Prospeet’s. regardless of whether GCC & Prospect knew or shouid have known of such
inaccuracy. (i1 the breach of any representation. warranty or coveran: of the Company contained ie the
Agreement, or (ii) any other aspect of the rendering by GCC & Prospect of services under the
Agreement, uoless it is finally judicially dererminad that fosses, claims, damages, or liabilities relating
thereto were ineurred solely as a resalt of the bad milly, intentional wrongdeirg, gross regligence or
wiltful miscondiet of GCC & Prospect.  Notwithstanding ihe toregoing, the Company shall not be
required fo inderniiy GCC & Prospect for matters for whizh the Compaay is indenmified by GCC &
Prospeet hereaticr.

indemanaiticaiden by GCC & Prospec:

GCC & Prospect shall indenmnify the Company and encl person, ifany, who controls the Company within
the incaning of Section 135 of ke Act, and hold such perscns harmless o the fullest extent permirted by
tow, awainst any and all losses, claimes, damagzes. and Labilities (and actions in respuct thereot 1o witich
such persan may hecome subject i such Toss, elaim. damage, Labilicy or action arfses out of or s bused
upon (i any ustrue statement of a aaterial e conained in the Memoraadom (s amendead or
supplemersad or the omission 10 state herein o naterfal fact necessany o make the statements therein not
prisleading. hut in each case only to the oxtent that the antrue staiement or emission was made in reliance
upon and in eonfennity with written infermation fumished o the Cotapany by or on behalt of GCC &
Prospect specilically jor iaclasion therdn. or iy any keesen viclation by GCOC & Prospect of the
proviaions of Rale 5028 of Regulmion D

Noiee of bwilzaiificativn

Facl party hereto agrees that. upen the <ernvice ol g summions or other innial fegul process upon it tn any
action or suit Rstiiuted agamst 60 or apon receipl of wriden notification of the commencement of any
invesigatinn or inguiry of, v proveeding against it T respect of which indenmity may be sought
[ereunder, it will promprly give written notzee (the "Notice™) of such service or not:ficarton to the party or
paries trom whom indeminilication may be sougit bereunder. No indemnilication otherwise provided tor
hereunder shall be available o ary party who shall faii so o give the Notice i the pary 1o whow sueh
Notice was pol given was unaware of 1he acton, stil, investigat.on. inquiry or proceeding 1o which the




Notwe would have related and was prejudiced by the Tailuwre o give the Notice, but the omission se 1o
notify sucn indemmifVing pany or panies of any such scrvice ar notification shall not relieve such
indenmilying party or parties [rom any lLiability whic it or they may have 1o the indenmified party tor
contrioution or otherwise than on accouni of such indemmity aureement,

Defense M Indeninifiing Pariv

Any indenmnitving parry shall be enlitted at i1s own oxpense to panicipate in the defense of any action,
suzl or proceeding against. or investigulion or inquiry of, an irderinificd party, Aay indemnilying paity
shall be entitled, i1 it so elects by giving written notice (the "Nuotice of Defense™) to the indewnitied part
within a reasonable time afier receipt of the Nolice, to assute (alone or in conjunction with any other
indemnitving party or parties) the entire defense of such action. suit, mvestigation, inguiry or proceeding.
in which event such defense shall De conducted. at the expense on the inderiilving party or partics. by
counse] chasen by such indemnifying party or parties and reasonably satislactory o the indenmified pary
or partics: provided, however. that {i) i the indemnified party or parties reasonably determing that thare
may be a condiict hetween the positivas of e indeminifying purty or parties and of the indemnified pary
or partics in conducting the detense of such action, suit. investigaiion, inquin or proceeding or that there
may be legal defenses availuble wo such indeminified party or partics ¢itferent from or in addition to those
available to the indemnitying pany or parties, then counsel for the indemnitied parly or pasties shall be
entitled 10 conduet the defense to the extent reasonably determined by such counsel to be nacessary to
protect the interests of the indemmified purty or parties. and (1) in any event. the indemnified party or
parties shall he entitled 10 have counsel chosen by such indemuified pacty or paties participaze i, bul ol
conduet, the detense.

It. within a reasonable time alter receipt of the Notice, o indemnifving party gives a Noiice of Deteuse,
and counsel chosen by the indemnifving pary or parties @3 reasonably satisfactory 10 the indemnitied
party o parties. the indennitying pary or parties will not be lable wr any legal or other expenses
gabsecuen:lv incurred by the indemnificd pany or partics in connection with the defense of the acticn,
suit. ivestigaiion, inguiry or procecding. except that (x) ithe indemnifving party or partics saall bear Lae
leeal and other experses ircurred in conmection with the conduct of the defense as referred 10t clause (1}
of the proviso o the preceding paragraph, acd (v) the indemnily ing party or poartics shall bear such ather
expenses as ic er they have authorized o be incurred by the indemnilied pary or parties. 18 within a
reasacable tme atter the receipt of the Notice. no Netice of Detense has heen given, the indemnilying
party ar parties shall be responsibis or any egal o other expenses incurred by the indemnified party or
parties in connectinn with the defense of the action, suit. investigation. oguiry or proceeding. The
indemnilving paniy shull not be Liable Jor soulerient of any such action effected without its written
catseni, buot 1 sefted with its writlen consent, or i1 there ke o Unal fudamsen: tor the ploimitt in any such
gctics. the indemnifving party shatl indemoify with respect 1o such setzlement or judgmient,

Craspipdduetion iC indemiicarion Ny dvailaiie

I for any reason the foregoeing incemnity s unavgilable w the wdannified pars or insultlicient 1o hold
the ndenmiitied parts harmless, then the indemnifving party shail corcripute Lo the amount paid ar
pavable by the indemnificd party as g result of such claims, lHabilities, losses. damages oo expenses. m
such proporiion as is appropriate to reflees sor only the relative Henelits received 2y the indenmifl ing
party, en the one hand. and the indernilicd party. on ihe other hund, but aisn the relative faull of
indemnifying party ane the indemnified pary, az well as any relevant equitable considerations.
Notwithstanding any contrary provisions in this agreepient. the aggregale conribution of GCC &
Prospect to atl claims, liabilitics. losses. damages. and expenses shall not exceed the amount of fees
actuallv receivad by GCU & Prospect pursuant o s engagement by the Company. I s hereby further
agreed that the relmive benefits 1o the Company. on the one hand, and Placement Agenr, on the otler
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hard, with respect o the transacticn contemplated in the Agreement shall ne deamed o be in the same
proportion as (i the net proceeds actuadly received by the Company resulting from the sale o the
Securities bears to (1) the fees paid to Placement Agent with respect w sucli sale. The indemniiving party
agrees that its Indeimnification commitments hereir sct forth shall apply whether or nol the indermniiled
party is a formal party e any such actions or olher proceedings. that such comumitments shall be in
addition to any Hability that the indemnilying party may have o the indemnilied party & common law or
otherwise. aad hai such commimen:s shall survive any fermisation of the Agreement.

Survivad and Etfoct

This indenmity agrecrmxent and the represensutione and wartunties of the purties contained in the
Agreement shall remgir I full forve and effect reeardless of any tinvestigation made oy or on behalf of
GUC & Prospect. wad shall survive any termination of suct: Awreaiuemt or the issuance and delivery of the

Securiies.,

AGREED AND ACCEPTED:

GCC Captial Graup. LLC

1“
. : R’\v , o ‘ e . ,./'
N e e e e e
William Danielezyk ) e
Chairman - ' 5
Date LR T A

Prospect Financial Advisors, LLC

N

B

2 ./ N

A::A " PR l’\ T
*}«;l\kfj_\«‘:_l_,j

NMark Bee »l\r
President

s

Date _\:LE_
AdCare Health Systenmis e,

07

David Tenwick
Chairman

~

D:arc__,_(_z- / /l / oK R
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