LOAN AGREEMENT

This Loan Agreement, dated as of the day of September, 2010 (this “Agreement”), is by
and among COOSA NURSING ADK, LLC, a Georgia himited lability company (the “Borrower™)
CHRISTOPHER BROGDON, a Georgia resident (the “Personal Guarantor”), ADCARE HEALTH
SYSTEMS, INC,, an Ohio corporation {(“Corporate Guarantor”) and METRO CITY BANK, a Georgia
banking corporation (the “Lender™).

RECITALS

WHEREAS, the United States Department of Agriculture ("USDA™) Rural Development has
conditionally approved a Business & Industry loan guarantee for one or more lcans to Borrower for
purposes more particularty described herein;

WHEREAS, Lender is willing to lend the loan amount to Borrower solely under the terms and
conditions specified in this Agreement and in the Loan Documents.

NOW, THEREFORE, in consideration of the foregomng, the mutual covenants and agreements
hereinafter set forth, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereby agree as follows:

ARTICLE 1
DEFINITIONS

1.01.  Certain Defined Terms. As used in this Agreement, the following capitalized terms shall have the
meanings respectively assigned to them below, which meanings shall be applicable equally to the singular
and the plural forms of the terms so defined:

“Affiliate”” shall mean, with respect to any Person, (a) any Person which, directly or indirectly
through one or more intermediaries controls, or is controlled by, or is under common control with, such
Person, or (b) any Person who is a director or officer (i) of such Person {i1} of any Subsidiary of such
Person, or (iii) of any Person described 1n clause (a) above. For purposes of this definition, conirol of a
Person shall mean the power, directly or indirectly, (x) to vote ten percent (10%]) or more of the Capital
Steck having ordinary voting power for the election of directors {or comparable equivalent) of such
Person; ot (y) to direct or cause the direction of the management and policies of such Persen whether by
coniract or otherwise. Control may be by ownership, contract or otherwise.

“Anti-Terrorism Laws” shall mean any statuie, treaty, law (including common law), ordinance,
regulation, rule, order, opinion, release, injunction, writ, decree or award of any Governmental Authority
relating to terrorism or money laundering, including Executive Order No. 13224 and the U.S. Patriot Act.

“"Applicable Interest Rate” shall mean the Prime Rate pius One and One Half Percent (1.5%), but
in no event to be less than Five and One Half Percent (5.5%) per annum. The Prime Rate will be the
prime rate, as quoted or published from time to time in the Money Rates section of The Wall
Street Journal, or the nearest comparable rate if no such prime rate is quoted, as reasonably
determined by the Holder of the Note.

“Business Day” shall mean any day during which the Lender is open for business, other than any
Saturday, Sunday or other applicable legal holiday.



“Capital Stock” shall mean any and all shares, interests, participations or other equivalents
{however designated) of capital stock of a corporation, any and all other ownership inieresis in a Person
(other than a corporation) and any and all warrants or options to purchase any of the foregoing,

“Change of Control” shall mean, with respect to the Borrower, the result caused by the
occurrence of any event which results or would result, with the giving of notice or the lapse of time (or
both), in HEARTH AND HOME OF CHIO, INC. ownmng (beneficially, legally or otherwise), in the

aggregate, less than ONE HUNDRED percent (100%}) of any class of the issued and outstanding Capital
Stock of Borrower.

“Collateral” shall have the meaning ascribed to if in Section 2.04,

“Closing Date” shall mean the date as of which: (a) this Agreement and the other Loan
Documents shall be executed by all the parties hereto and thereto and delivered to the Lender; and (b) all
the conditions precedent required to have been satisfied on or before the Closing Date shall have been
satisfied or waived in writing by the Lender. The Lender shall notify the Borrower of the Closing Date 1if
other than the date of this Agreement; provided, however, that the failure to give such notice shall not
alter the Closing Date.

“Code” shall mean the Uniform Commercial Code as adopted in the state of GEORGIA, as the
same may be amended from time to time.

“Conditional Commitment” shall mean that certain Conditional Commitment for Guarantee
issued by the RD on JULY 29, 2010, as the same may be amended or supplemented.

“Corporate Guarantor” shall have the meaning ascribed thercto in the preamble to this
Agreement.

“Default Condition™ shall mean any event that, with or without the giving or receipt of notice or
the passage of time {or any combination thereof) would constitute an Event of Default.

“Default Rate” the Applicable Interest Rate, plus five percent (5%) per annum.

“Environmental Laws” shall mean any and all Federal, foreign, state, local, territorial or
mumicipal Jaws, rules, orders, regulations, statutes, ordinances, codes, decrees and any and all common
law requirements, rules and bases of liability regulating, relating to or imposing liability or standards of
conduct concerning pollution, protection of the environment, or the impact of pollutants, contaminants or
toxic or hazardous substances on human health or the environment, as now or may at any tiune hereafter
be in effect during the term of this Agreement.

“Event of Defauli” shall have the meaning ascribed thereto in Section 7.01.

“Executive Office” shall mean the offices of Borrower located at Two Buckhead Plaza, 3050
Peachtree Road N'W, Suite 570, Atlanta, Georgia 30305.

“Facility” shall mean all of the real property and improvements, now existing or hereafter
comstructed on those tracts of land upon which Borrower operates the business or which are used as
collateral for the Loan, wherever such may be located, including, without imutation, on the Real Property.



“Fiscal Year” shall mean the fiscal year of Borrower, which shall be the twelve {12) month
period ending December 31 of each year, or such other period 2s the Borrower may designate and as shall
be approved by Lender in writing.

"Fixtures Collateral" shall mean all buildings, structures and mmprovements of every nature
whatsoever now or hercafter situated on the Real Property as described m Extubit “B” (as such term is
hereinafter defined), and all fixtures, machinery, building materials, appliances, and equipment of the
Borrower of every nature now or hereafier located, on or upon, or ntended to be used i connection with, the
Real Property Collateral, including, but not by way of limitation, those for the purposes of operating the
Facility; supplying or distributing heating, cooling, electricity, gas, water, air and hght; and all related
machinery and equipment; all plumbing; and all like personal property and fixiures of every kind and
character now or at any time hereafter located in or upon the Real Property, or which may now or hereafier be
used or obtained in connection therewith, including all extensions, additions, improvements, betterments,
after-acquired property, renewals, replacements and substitutions, or proceeds from a perrmitied sale or any of
the foregoing, and all the right, title and interest of Borrower in any such fixtures, machinery, equipment,
appliances and personal property subject to or covered by any prior security agreement, conditional sales
contract, chattel mortgage or similar len or claim, fogether with the benefit of any deposiis or payments now
or hereafter made by Borrower or on behalf of Borrower, or any improvements thereon or any part thereof or
are now or hereafter acquired by Borrower; and all equipment and fixtures constituting proceeds acquired
with cash proceeds of any of the property described herein, and all other interest of every kind and character
in all of the real, personal, and mixed properties described herein that Borrower may now own or at any time
hereafter acquire, all of which are hereby declared and shali be deemed to be fixtures and accessions to the
Real Property, as between the parties hereto and all persons claiming by, through or under them,

“Funding” shall mean the act of Lender disbursing money to Borrower or for the benefit of
Borrower under and pursuant to the terms of this Agreement and the Note.

“GAAP” shall mean Generally Accepted Accounting Principles, consistently applied.

“Governmental Authority” shall mean any federal, state, territorial or local government or
political subdivision, or any agency, authority, bureau, central bank, commission, department or
mmstrumentality of either, or any court, tribunal, grand jury or arbitration, whether international, federal,
territorial, state or local.

“Guarantee Fee” shall have the meaning ascribed thereto in Section 2.03(a).
“Guaranteed Percent” shall be equal to SEVENTY percent (70%).

"Guarantor” shall mean each Corporate Guarantor, each Personal Guarantor, and each Person
executing a Guaraaty.

“Guaranty " means the guaranty from each Guarantor to Lender guarantying the repayment of the

Loan and performance of all other Obligations of Borrower, including without limitation a guaranty of all
or a part of the Note,

"Hazardous Substances” shall mean any substances defined or designated as hazardous or toxic
waste, hazardous or toxic material, hazardous or toxic substance or similar term, under any
Environmental Law.

“Lien” shall mean any interest of any kind or nature in property securing an obligation owed to,
or a claim of any kind or nature in property by, a Person other than the owner of the Property, whether



such interest s based on the common law, statute, regulation or contract and including, but not Mimited to,
a security interest or lien arising from a security agreement, mortgage, encumbrance, pledge, conditional
sale or trust receipt, a lease, possession, consignment or baiiment for security purposes, & trust or an
assignment. For the purpose of this Agreement, Borrower shall be deemed to be the owner of any
Property which it has acquired or holds subject to a conditional sale agreement or other arrangement

pursuant to which title to the Property has been retained by or vested in some other Person for security
purposes.

“Loan” shall have the meaning ascribed thereto in Section 2.01{a).

“Loan Documents” shall mean any one or more of this Agreement, the Note(s), the Guaranties,
the Security Agreements, the Conditional Commitment, various pledges, mortgages, assignment,
agreements, certificates, instruments and other documents executed and/or delivered in connection with

the Loan, including without limitation, a Pledge and Security Agreement for the pledge of a certificate of
deposit with Lender.

“Material Adverse Effect” shall mean a material adverse effect with respect to (a) the business,
assets, propertics, financial condition, contingent liabilities, material agreements or results of operations
of Borrower and/or its Subsidiaries, or (b) Berrower’s ability to pay the Obligations in accordance with
the ierms hereof, or {¢) the validity or enforceability of this Agreement or of any of the other Loan
Documents or the rights and remedies of Lender hereunder or thereunder.

“Muaturity Dare” shall have the meaning ascribed thereto in Section 2.02(a}).

“Note” shall have the meaning ascribed thereto in Section 2.02{a).

“Obligations™ as of any date shall mean any and all of the obligations of the Borrower (i) to
repay the balance of the Loan then outstanding (including future advances), including accrued and unpaid
interest thereom, (31) to pay or otherwise perform or satisfy all of the cther amounts to be paid and
obligations to be performed or otherwise satisfied by the Borrower under this Agreement and the other
Loan Documents (whether individually, jomtly, severally or otherwise).

“Permitted ndebtedness” shall mean (a) indebtedness secured by purchase money liens; (b)
indebtedness arising under this Agreement and the other Loan Documents; (c) deferred taxes and other
expenses incurred in the ordinary course of business; and {d) other indebiedness existing on the Closing
Date and listed on Schedule 1.1(a) attached hereto.

“Permitted Lien” shall mean {a) Liens securing taxes, assessments or governmental charges or
tevies not yet due; (b) the claims or demands of materialmen, mechanics, carriers, warchousemen and
other like persons not yet due; (¢} Liens incurred or deposits made in the ordinary course of business in
connection with workers’ compensation, unemployment insurance, social security and other simslar laws;
{d) Liens on fixed assets securing purchase money indebtedness permitted under Section 6.02; provided
that: (i) such Lien attached to such assets concurrently with, or within 10 days of, the acquisition thereof,
and only to the assets so acquired, and (i1} a description of the asset acquired is furnished fo Lender; and

(e} Liens existing on the Closing Date which are shown on Schedule 1.01(b} attached hereto and made a
part hereof.

“Person” shall mean an individual, partnership, corporation, trust, limited liability company,
Hrmited liability partnership, unincorporated association or organization, joint venhire or any other entity.



“Personal Guarantor” shall have the meaning ascribed thereto in the preamble to this
Agreerment.

“Property" shall mean any interest of Borrower in any kind of property or asset, whether real,
personal or mixed, tangible or intangible.

“RD" shall mean the USDA Rurai Development, an agency of the United States Department of

Agricuiture, and any successor department, agency or instrumentality authorized to administer the Business
and Industrial Guaranteed Loan Program.

"RD Guargntee” shall mean the guarantee backed by the full faith and credit of the United States

provided by RD of a specified perceatage of the outstanding amount of the Loan pursuant to the Conditional
Cornmitment.

“Real Property” shall mean the real property described on Exhibit “A” attached hereto.

“Real Property Collateral” shall mean the Real Property and all of the interest of Borrower 1m all
casements, rights-of-way, licenses, operating agreements, sirips and gores of land, vaults, streets, ways,
alleys, passages, sewer rights, waters, water courses, water rights and powers, oil and gas and other minerals,
flowers, shrubs, trees, timber and other emblements now or hereafter located on the Real Property or under or
above the same or any part or parcel thereof, and all estates, rights, titles, interests, privileges, liberties,
tenements, hereditament and appurtenances, reversion and reversions, remainder and remainders, whatsoever,
in any way belonging, relating or appertaining to the Real Property or any part thereof, or that hereafter shall
in any way belong, relate or be appurtenant thereto, whether now owned or hereafter acquired by Borrower.

“Security Agreement” shall mean and include without limitation any agreements, promises,
covenants, arrangements, understandings or other agreements, whether created by law, confract or
otherwise, evidencing, governing, representing or creating a Lien or security interest.

“Soft Costs" shall mean zll costs, expenses and fees incurred by Lender, Borrower and Guarantors
in preparing and documenting this Agreement and all documents and instruments related thereto, together
with the Strocturing Fee, the Guaranty Fee and all other loan related fees and costs, including but not limited

to filing and recording fees, costs of appraisals, surveys, environmental studies or reports, insurance and
attorneys fees,

“Structyring Fee " shall have the meaning ascribed thereto in Section 2.03(b).

“Subsidiary” with respect to any Person at any fime, (i} any corporation more than fifty percent
(50%) of whose voting stock is legally and beneficially owned by such Person or owned by a corporation
more than fifty percent (50%) of whose voting stock is legally and beneficially owned by such Person; {i1)
any trust of which a majority of the beneficial interest is at such time owned directly or indmrectly,
beneficially or of record, by such Person or one or more Subsidiaries of such Person; and (i11) any
partnership, joint venture, limited Hability company or other entity of which ownership interests having
ordinary voting power to elect majority of the board of directors or other Persons performing similar
functions are at such time owned directly or indirectly, beneficially or of record, by, or which is otherwise

controlled directly, indirectly or through one or more intermediaries by, such Person or one or more
Subsidiaries of such Person.

“Tangible Balance Sheet Equity” shall mean equity, as that term is defined by GAAP, calculated
and adjusted pursuant to RD Instruction 4279-B (§4279.131(d)), as the same may be amended or
supplemented.
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ARTICLE XX
LOAN AMOUNT; TERMS; FEES; COLLATERAL

2.01 Loan.

{a) Loan. The loan shall be in an amount not to exceed the principal sum of SEVEN
MILLION FIVE HUNDRED THOUSAND AND 00/100 DOLLARS ($7,500,000.00) (the “Loan”) and
shall bear interest at the Applicable Interest Rate on so much of the principal sum as shall be advanced
pursuant to the terms of this Agreement and the Loan Documents.

{b) Purpose. Proceeds of the Loan will be used by the Borrower as follows:
(1) $7,500,000 to purchase the Real Property;

The Loan amount shall be subject at all times to all maximum limits and conditions set forth in
the statutes and regulations governing the USDA B&I Loan Guarantee program, this Agreement or in any
of the Loan Documents, including without limitation, any limits relating to loan to value ratios and
acquisition and other costs.

2.02  Promissory Note,

(a) The Loan shall be evidenced by a negotiable secured promissory note, duly executed by
Borrower (herein called, together with any renewals and extensions thercof, the “Note™), dated of even
date herewith, in the principal amount of SEVEN MILLION FIVE HUNDRED THOUSAND AND
00/100 DOLLARS ($7,500,000.00) and made payable to the order of the Lender. Principal and interest
on the Note shall be caleulated and due and payable in the amount, manner and at the times set forth
therein, with final maturity of the Note being on the date that is 25 YEARS following the Closing Date
(the “Maturity Date”). The Note shall be amortized over a period of 25 YEARS. The Applicable Interest
Rate cannot be adjusted more often than quarterly. Notwithstanding the foregoing, in the event that the
USDA Regulations are hereafter revised to permit the adjustment of the interest rate to occur on a
monthly (rather than quarterly) basis, at the Holder’s option, the interest rate shall thereafter be adjusted
each calendar month. Interest shall be caleulated on an Actual/360 basis.

(b  Bach payment of the Obligations shail be paid directly to the Lender in lawful money of
the United States of America at the Lender’s main office located at 5441 Buford Highway, Suite 109,
Doraville, Georgia 30340, or such other place as the Lender shall designate in writing to the Borrower.
Lender may also require Borrower to pay the Obligations through Automated Clearing House ("ACH”)
debit from an account approved by Lender. Each such payment shall be made in immediately available
funds by 2 p.m., Eastern Time, on the date such payment is due, except if such date is not a Business Day,
such payment shall then be due on the first Business Day after such date, but interest shall continue to
accrue until the date payment is received. Any payment received after 2 p.m., Bastern Time, shall be
deemed to have been received on the immediately following Business Day for all purposes, including,
without limitation, the accrual of interest on principal.

{c)  Notwithstanding anything to the contrary, any payment of principal, interest or other
amount due under this Agreement, the Note or any of the other Loan Documents that is not paid within
ten (10} days following its due date, and all of the Loan during the continuance of any Event of Default,
shall, to the extent permitted by applicable law, bear interest instead at the Default Rate until the overdue
amount is paid in full (with interest) or such Event of Default is no longer cantinuing, as applicabie.

2.63 Fees.



{2} Quarantee Fee. A one time guaranice fee of Two percent {29%) of the Loan nmltiphed by
the Guaranteed Percent shall be payable by Borrower to Lender at or before the Closing Date (“Guarantee
Fee™).

(b}  Structuring Fee. A one time structuring fee of one half percent {0.5%) of the Loan shall be
payable by Borrower to Lender and one half percent (0.5%) of the Loan shall be payable by Borrower to
Thomas Financial Group, LLC at or before the Closing Date (collectively the “Structuring Fee™).

{¢) Annual Renewal Fee. In addition o the monthly principal and interest payments required
under the terms of the Note, Borrower shall also make payments equal to one-twelfth (1/12) of the annual
renewal fee due to the USDA each year; provided, however, these monthly payments shall be
proportionately increased during the 2010 calendar year as needed to ensure that Borrower pays the first
annuat renewal fee in full prior to December 31, 2010. The annual renewal fee is equal to 0.25% of the
guaranteed portion of the outstanding principal balance of the Loan as of each December 31.

(&) Prepavment Premivm. When Borrower voluniarily prepays any amount of the outstanding
principal balance of the loan, Borrower must, in addition to the principal so prepaid, pay to Lender a
prepayment premium for the year as follows:

a. During the first year afier the date on which the loan is first disbursed, Ten
Percent (10%) of the total prepayment amount;

b. During the second year after the date on which the loan is first disbursed, Nine
Percent (9%) of the total prepayment amount;

c. During the third year after the date on which the loan 1s first disbursed, Eight
Percent (8%) of the total prepayment amousnt;

d. During the fourth year afler the date on which the loan is fisst disbursed, Seven
Percent (7%} of the total prepayment amount;

e. During the fifth year after the date on which the loan is first disbursed, Six Percent
(6%) of the total prepayment amount;

f During the sixth year after the date on which the loan 15 first disbursed, Five Percent
{5%) of the total prepayment amount,

£ Dwring the seventh year after the date on which the loan is first disbursed, Four
Percent (4%) of the total prepayment amount;

h. During the eighth year afier the date on which the loan is first disbursed, Three
Percent (3%) of the fotal prepayment amount;

1. During the ninth year after the date on which the loan is first disbursed, Two Percent
(2%) of the total prepayment amount; and

J. During the tenth year after the date on which the loan is first disbursed and
thereafter, One Percent {1%) of the tofal prepayment amount.



2.04  Collateral. The Obligations of Borrower hereunder shall be secured by the following
{colleciively, the “Collateral™):

(a)  First priority Lien on and security title to or other security interest in all personal property
of Borrower;

{b)  Firsi priority Lien on and security titie to or other security interest in the Real Property
Collateral and Fixtures Collateral,

(¢}  Assignment of Leases and Rents from the Borrower and Corporate Guaranior; and

(d) First priority Lien on and security title to a certificate of deposit in the amount of
$750,060.

ARTICLE Ii1
CONDITIONS PRECEDENT TO CLOSING

On or before the Closing Date {and as a condition to Closing), the foliowing conditions precedent shall be
satisfied in full, unless the Lender shall otherwise consent in writing:

(a) Compliance. Borrower and each Guarantor shall have performed and complied with all
terms and conditions required by this Agreement to be performed or complied with prior to or at the date
of any Funding by Lender.

(b} Representations and Warranties. Both prior to and after giving effect to any requested
Funding, each of the representations, warranties, acknowledgements and certifications of the Borrower
and each Guarantor set forth in this Agreement and the other Loan Documents shall be true and correct in
all material respects on and as of that date with the same effect as though those representations and
warranties had been made on and as of the Closing Date {or as of an earlier date to the extent a
representation or warranty specifically relates to such carlier date).

{c) No Default. Both prior to and after giving effect to any requested Funding, no Default or
Event of Default shall then exist or would result from such borrowing,

() No Material Adverse Effect. Both prior fo and after giving effect to any requested
Funding, no event or events have occurred that individually or in the aggregate could reascnably be
expected to have, or since the date of this Agreement has had, a Matersal Adverse Effect. No adverse
change with respect to Borrower shall have occurred since the RD’s issuance of the Conditional

Commitment, regardless of the cause or causes of the change and whether the change or cause(s) of the
change were within the Borrower’s control.

(e} Fees. Borrower and Guarantors shall make pay in full the Guarantee Fee, Structuring Fee
and of all other fees and expenses related to the Loan and/or the Closing required to be paid by Borrower
pursuant to the terms of the Loan Documents.

63! Tangible Equity, The Lender or its designee shall have received evidence (in form and
substance reasonably acceptable to the Lender) that Borrower has 2 minimum of TEN percent (10%)
Tangible Balance Sheet Equity.



() Lien Searches, Lender shall have performed such lien searches and such other diligence
investigations as the Lender may desire, the resulis of which shali be satisfactory to Lender in ifs sole
discretion. Any such search and/or investigation shall not excuse any misrepresentation or Default by
Borrower or any Guarantor.

(h) Phase 1 Environmental, Lender shall have received a Phase 1 Environmental Report on
the Facility which is satisfactory to Lender in its reasonable discretion.

(1) Lender Account. Borrower shall open a depository account with the Lender from which
payments of principal, interest and other fees relating to the Loan may be paid.

1 Appraisal. An appraisal shall be prepared for the Collateral, at Borrower's expense, which
in form and substance shall be satisfactory to Lender, in Lender's sole discretion, which appraisal shall

comply with all applicable regulatory requirements, and which appraisal states that the Collateral has a
value equal to at least §9,375,000.

%) Zoning. Borrower shall have furnished evidence satisfactory to Lender that each Facility
is duly and validly zoned for and is compliance with all governmental reguiations, laws, rules and
ordinances applicable to and goveming the construction, maintenance, and operation of the Facility and
the business conducted, or proposed to be conducted, by the Borrower.

4] Financial Statements. Borrower shall have fumished to Lender financial statements of
Borrower and each Guarantor not more than ninety (90) days old, containing, at a mmnimum, a balance
sheet and profit and loss statement. If there is more than one Borrower, the financial statements must
show each Borrower individually as well as on a consolidated basis.

{m) Insurance Policies. Lender shall have received a copy of the policy or other affirmative
evidence in respect of all insurance required hereunder, in form and subsiance acceptable to Lender,
evidencing that all required insurance is in full force and effect, and Lender has been named as mortgagee
or lender’s loss payee in a manner satisfactory to Lender.

(n) Opinion of Counsel. Lender shall have received an opinion of counsel satisfactory to it
from an independent legal counsel of Borrower opining, inter alia, that each Loan Document to which the
Borrower or Guarantor is a party is valid, binding and enforceable in accordance with its terms, as
applicable, and that the execution, delivery and performance by the Borrower or Guarantor, as applicable,
of the Loan Documents to which such Person is a party: {i) are duly authorized, (i) do not vioiate any
terms, provisions, representations or covenants in the articles of incorporation, by-laws or other
arganizational agreement of the Company or Corporate Guarantor, as the case may be, and (jii} to the best
knowledge of such counsel, do not violate any terms, provisions, representations or covenants in any
Security Agreement or other material contract to which the Borrower or Guarantor is a signatory (as
applicable) or by which the Borrower, Guarantor, or any of their assets, are bound.

{0} Licenses and Permits. Borrower shall have received and shall provide evidence of same
to Lender that Borrower has obtained all licenses, permits, certificates and other govemmental permission
necessary or desirable in order to own and operate the business of Borrower.

{p) Title Insurance. Lender shall have received a commitment from a ftitle insurance
company approved by Lender and authorized to do business in the State of ALABAMA to issue a title
insurance policy with respect 1o the Real Property Collateral, and the total amount shall be the appraised
value of the Real Property Collateral, with no exceptions other than those approved by Lender. Such title

10



insurance commitment shall recite that Lender shall have a first priority lien on the Real Property
Coilateral.

(@ Survey Reguirements. ILender shall require an "as built" survey for the Real Property,

prepared by a registered land surveyor or registered professional engineer, in accordance with Tennessee law,
as appropriate,

(1) Delivery of Loan Documents and Supporting Documentation. The Lender or its designee
shall have received from Borrower and each Guarantor, as applicable:

1) this Agreement, the Note, the Security Agreement, each Guaranty and all other Loan
Documents, duly executed by Borrower and/or Guarantor (as applicable);

2) a certificate from a duly authorized representative of Borrower certifying that, on and
as of the Closing Date, {i} all representations and warranties are true and correct in ail material
respects, (ii) no Default or Event of Defanlt has occurred and is continuing, and {iii} no Material
Adverse Change has occurred and/or is continuing {a “Bringdown Certificate”};

3} a copy of Borrower’s and each Corporate Guarantor’s certificate of organization (or
other applicable organizaticnal documents), and all modifications, amendments and restatements
thereof, certified as of a recent date by the Secretary of State of its state of formation;

4) acopy of Borrower’s operating agreement and each Corporate Guarantor’s operating
agreement, and by-laws, as appropriate, fogether with all modifications, amendments and
restatements thereof, certified as of a recent date by a duly authorized representative or officer of
Borrower and each Corporate Guarantor;

5y a Certificate of Existence of Borrower and each Corporate Guarantor, certified as of a
recent date from the Secretary of State of formation;

63 certificate of a duly authorized representative of Borrower, dated the Closing Date, as
to the due authorization of the negotiation, execution, delivery and performance by Borrower of
this Agreement and each of the other Loan Documents to which it is or becomes a party (with the
appropriate resoiutions attached) and the incumbency and signatures of its officers, managers or
duly authorized representatives who are aunthorized to execute any instrument, agreement, or other
Loan Document in connection with the fransactions contemplated by this Agreement;

7} for each Corporate Guarantor, a certificate of a duly authorized representative of each
such Guarantor, dated the Closing Date, as to the due zuthorization of the negotiation, execution,
delivery and performance by Guarantor of the Guaranty and each of the other Loan Documents to
which it is or becomes a party {with the appropriate resolutions attached) and the incumbency and
signatures of its officers, managers or duly authorized representatives who are authorized to
execute any instrument, agreement, or other Loan Document in connection with the transactions
contemplated by this Agreement;

8y certified copies of all consents, approvals, authorizations, registrations, and filings
required to be made or obtained by the Borrower in connection with the Loan and any transaction
being financed with the proceeds of the Loan, and such consenis, approvals, authorizations,
registrations, filings and orders shall be in fuil force and effect and all applicable waiting periods
shall have expired and no investigation or inquiry by any governmental authority regarding the
Loan or any transaction being financed with the proceeds thereof shall be ongomg; and

11



%) such other documents, certificates and information as shall have been requested by
Lender.

(s) Continuing Compliance. At the time of the initial Funding of the Loan and each
disbursement thereunder or thereof, there shall not exist any event, condition or act which constitutes an
Event of Default hereunder or any Default Condition, nor shail an Event of Default or Default Condition
exist after giving effect to the making of such Funding.

ARTICLES IV
REPRESENTATIONS & WARRANTIES

To induce the Lender to enter into this Agreement and the other Loan Documents to which it is a
party and to make and continue the Loan to the Borrower, the Borrower and each Guarantor represents
and warrants to the Lender that, as of the date hereof, and as of the date of each Funding, as follows:

4,01  Principal Business Activity. Botrower is a company engaged in the business of owning and
operating skilled nursing facilities.

402  Organization; Powers; Etc. (a) Borrower is a limited liability company, duly organized, validly
existing and in good standing under the laws of the state of GEORGIA; (b) The Corporate Guarantor is a
corporation, duly organized, validly existing and in good standing under the laws of the state of OHIG;
(c) Borrower has the power and authority fo carry on its business as now conducted and to own or hold
the assets and properties it purports to own or hold; (d) Borrower is duly qualified, licensed or registered
to transact its business and in good standing in every jurisdiction in which failure to be so qualified,
licensed or registered could reasonably be expected to have or has had a Materiai Adverse Effect; and (¢)
Borrower and each Guarantor has the power and authority to execute and deliver this Agreement and each
of the other Loan Documents to which it is or will be a party and to perform all of its obligations
hereunder and theregunder.

4.03  Authorization, Conflicts and Validity. Neither the exeention and delivery of this Agreement and
the other Loan Documents, nor consummation of any of the transactions herein or therein contempiated,
nor compliance with the terms and provisions hereof or thereof, will contravene or conflict with any
provision of law, statute or regulation to which Borrower or any Guarantor is subject or any judgment,
license, erder or permit applicable to Borrower or any Guarantor or any indenture, mortgage, deed of trust
or other instrument to which Borrower or any Guarantor may be subject except where such contravention
or conflict with such indenture, mortgage, deed of trust or other instrument would not have a Material
Adverse Effect. No consent approval, authorization or order of any court, governmental authority or third
party is required in connection with the execution and delivery by Borrower or any Guarantor of this
Agreement or any of the other Loan Docurnents or to consummate the transaction contemplated herein or

therein which has not been acquired, except where failure fo acquire such consent would not have a
Material Adverse Effect.

4,04  Subsidiaries. Borrower does not have any Subsidiaries.
4,05  Capital Stock. The authorized and outstanding Capital Stock of Borrower is as shown on
Schedule 4.05 attached hereto and made a part hereof. All of the Capital Steck of Borrower has been

duly and validly authorized and issued and is fully paid and non-assessable and has been sold and
delivered to the holders thereof in compliance with, or under valid exemption from, all Federal and state
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laws and the tules and regulations of all Governmental Authorities governing the sale and delivery of
securities. There are no subscriptions, warrants, options, calls, commitments, rights or agreements by
which Berrower or any of the owners of Borrower is bound relating to the issuance, transfer, voting or
redemption of shares of Capital Stock of Borrower. Borrower has not issued any securities convertible
into or exchangeabie for shares of its Capital Stock or any options, warrants or other rights to acquire
such shares or securities convertible into or exchangeable for such shares. There has been no change in
ownership of the Borrower after issuance of the Conditional Commitment except as previously approved
in writing by the Lender and the RD.

4.06 Investments: Guaraniees, etc.

(2) Borrower does not own or hold equity or long term debt investments in, or have any
outstanding advances to, any other Person.

{b) Except as shown on Schedule 4.06(b), Borrower has not entered info any leases, licenses,

easements or similar agreement for real or personal Property (whether as landlord, tenant, licensee,
licensor or otherwise).

(c) Except for Permitted Liens, Borrower has not agreed or consented to cause or permit any of
its Property whether now owned or hereafler acquired to be subject in the future (upon the happening of a
contingency or otherwise) to a Lien not permitted by this Agreement.

4.07  Environmental Matters.

(a) No Property presently owned, leased or operated by Borrower contains, or has previously
contaied, any Hazardous Substances in amounts or concentrations which (3) constitute or constituted a
violation of, or (31) could give rise to liability under, any Environmental Law,

(b) Borower is in material compliance, and, for the duration of all applicable statutes of
limitations periods, has been in material compiiance with all applicable Environmental Laws, and there is
no contamination at, under or about any properties presently owned, leased or operated by Borrower or
any violation of any Environmental Law with respect to such properties which could reasonably be

expected to interfere with any of their continued operations or reasonably be expected to impair the fair
saleable value thereof.

{¢) Borrower has not received any notice of violation, alleged violation, noncompliance,
lizbility or potential liability regarding environmental matters or compliance assessment with
Environmental Laws and Borrower has no knowledge that any such notice will be received or is being
threatened.

{d) Hazardous Substances have not been transported or disposed of m any manner or to a
location which are reasonably likely to give rise fo liability of Borrower under any Environmental Law.

{e) No judicial proceeding or governmental or administrative action is pending, or fo the
knowledge of Borrower, threatened under any Eavironmental Law to which Borrewer is, or to Borrower’s
lenowledge will be, named as a party, nor are there any consent decrees or other decrees, consent orders,
administrative orders or other orders, or other administrative or judicial requirements outstanding under

any Environmental Law, the implementation of which is reasonably likely to have a Material Adverse
Effect.
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4.08  Litigation. There is no litigation, action, suit, investigation or governmental proceeding pending
or, to the knowledge of the Borrower or Borrower's principals or officers, threatened against or affecting
the Borrower at law or in equity (whether or not reportedly on behalf of the Borrower) before or by a
Governmental Authority which may reasonably be expected to result, or has resulted, in any adverse

change in business, operations, properties or assets, or in the conditions, finances or otherwise of the
Borrower or any of its Subsidiaries.

4.09  Legal and Enforceable Agreement. The Loan Documents, when duly executed and delivered by
Borrower and/or each Guarantor {as applicable) will be legal, valid and binding obligations of the
Borrower and/or cach Guarantor (as applicable), enforceable in accordance with their respective terms
and provisions except (i) as may be limited by applicable bankruptcy, insolvency, reorganization,
moratorium, and other laws of general application affecting enforcement of creditors’ rights generally, or

(i) as limited by laws relating to the availability of specific performance, injunctive relief, or other
equitable remedies.

4,10  Financial Statements. Btc. All financial statements and any reports and related notes and
schedules delivered by Borrower to Lender or its designees, whenever so delivered: (i) have been
prepared in accordance with GAAP consistently applied throughout the period covered thereby, except as
otherwise expressly noted therein; and (i3) are a complete, accurate, and fair presentation in all material
respects of the financial condition of the Borrower as of the date thereof, and the results of its operations
for the period covered thereby, subject to normal year-end adjustments and lack of footnotes for interim
financial statements. No event or eveats have occwred and is continuing that individually or in the
aggregate could reasonably be expected to have or has had a Material Adverse Effect. If, by the time of
Closing, the financial statements of Borrower and/or any Guarantor are more than sixty (60) days old, the
Lender may require the Borrower and/or a Guarantor, as applicable, to submit current financial staternents
which wili be provided to the RD,

411 Document Delivery. The Borrower has delivered to the Lender and its counsel true, complete
and correct copies of Borrower’s Articles of Organization and Operating Agreement, together with alt
supplements, modifications and amendments thereto and restatements and replacements thereof.

4.12  Compliance with Applicable Law. The Borrower is not in viclation of any law, statute,
ordinance, goveramental rule or regulation of the United States of America or of any territory, state, town,
municipality, county or of any other country, jurisdiction or any agency or department thercof to which it
is subject, and is not in default under any material agreement, contract or understanding to which it is a
party, except where any noncompliance iherewith or violation thereof has not had and couid not
reasonably be expected to have a Material Adverse Effect.

413 Payment of Debts and Taxes. (a) The Borrower has filed all required tax returns with the
appropriate taxing authorities respecting its operations, assets and properties and has paid or caused to be
paid all taxes shown on those returns and all other fees, assessments and other governmental charges upon
Borrower or any of its Property, income or franchises, to the extent due, except those being contested in
good faith by appropriate proceedings, with adequate reserves set aside. (b) The Borrower is current in its
payment of all material debts and performance of all material obligations (other than taxes), and there
exists no Default Condition or Event of Default with respect to such material obligations. (c) Borrower is

not aware of any proposed additional tax assessment or tax to be assessed against or applicable to
Borrower or its Property.

414  Assets and Collateral. The Borrower or Corporate Guarantor is the owner of all Cellateral, free
and clear of all liens, security interests, ciaims or other encumbrances, except for Permitted Liens. The
Borrower or Corporate Guarantor (as applicable) has full power and authority and the unconditional right
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to grant to the Lender the lien upon, security interests and security title respecting the Collateral
contemplated in this Agreement aud the other Loan Documents. The Lender will have a legal, valid,
binding, enforceable and perfected first priority lien upon, security interests and security title in and to all
of the Coliateral, including any instruments included within the Collateral now or hereafter pledged, held
or deposited with Lender pursuant to this Agreement and the other Loan Documents if the Lender
mainiains possession of such instruments.

4.15 No Adverse Change. No adverse change in the financial or any other condition of the Borrower
has occurred since the date of the Loan application, regardless of the cause or causes of the change and
whether the change or cause(s) of the change were within the Borrower’s control.

4,16  Names and Intellectual Property.

(a) Within the five (5) years prior to the Closing Date, neither Borrower nor any Corporaie
Guarantor has conducted business under or used any other name (whether corporate or assumed).
Borrower is the sole owner of all names listed on such Schedule and any and all business done and all
invoices issued in such frade names are Borrower’s sales, business and invoices. Bach trade name of

Borrower represents a division or trading style of Borrower and not a separate Subsidiary or Affiliate or
independent entity,

(b) All trademarks, service marks, patents or copyrights which Borrower uses, plans to use or
has a right to use are shown on Schedule 4.16(b) and, except as shown on Schedule 4.16(b), Borrower is

the sole owner of such property. Borrower is not in violation of any rights of any other Person with
respect to such property.

(c) (i) Borrower does not require any copyrights, patenis, trademarks or other intellectnal
property, or any license(s) to use any patents, trademarks or other intellectual property in order to provide
services to its customers in the ordinary course of business; and (i1} Lender will not require any
copyrights, patents, trademarks or other intellectual property or any licenses o use the same in order to
provide such services after the occurrence of an Event of Default.

4.17  Government Regulations.

{a) The use of the proceeds of and Borrower’s issuance of the Note will not directly or
mdirectly violate or result in a violation of Section: 7 of the Securities Exchange Act of 1934, as amended,
or any regulations issued pursuant thereto, including, without limitation, Regulations U, T and X of the
Board of Govemors of the Federal Reserve System, 12 CF.R., Chapter II. Borrower does not own or
intend to carry or purchase any “margin stock” within the meaning of said Regulation U,

() Borrower has obtained all licenses, permits, franchises or other governmental
authorizations necessary for the ownership of its Property and for the conduct of its business.

(c) As of the date hereof, Berrower is in compliance with all applicable provisions of the
Employee Retirement Income Security Act of 1974, as amended ("ERISA"). Borrower does not maintain
any single employer employee pension plan (as defined in Section 3(2) of ERISA), Borrower does not
participate in any multi-employer pension plan subject to ERISA and Borrower is not a member of any
Controlled Group (as defined by ERISA).

{d) Borrower is current with all reports and documents required fo be filed with any territory,
state or Federal securities commission or similar agency and is compliance in all material respects with all
applicable rules and reguiations of such comnissions.
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4.18  Adverse Conlracis. Borrower is nol a parly 10 any coniract or agreement, or subject {o any
charge, corporate restriction, judgment, decree or order which materially and adversely affects its
business, property, assets, operations or condition, financial or otherwise.

419  Insolvency. After giving effect to the transactions contemplated under this Agreement, Borrower
is solvent, is able to pay its debts as they become due, and has adequate working capital to carry on its
business and all businesses in which it is about to engage. Borrower will not be rendered insolvent by the
execution and delivery of this Agreement or any of the other Loan Documents executed in connection
with this Agreement or by the transactions contemplated hereunder or thereunder.

420 No Misrepresentation by the Borrower. No representation or warranty of the Borrower or a
Guarantor made or contained in this Agreement or any other Loan Document and no repori, statement,
certificate, schedule or other document or information furnished or to be furnished by or on behalf of the
Borrower or a Guarantor in connection with the transactions contemplated by this Agreement and the
other Loan Documents contains or will contain a misstatement of material fact or omits or will omit to
state a material fact required to be stated therein in order to make it, in the light of the circumstances
under which made, not misleading. Neither Borrower nor any Guarantor has knowledge of any liability
of any nature, whether accrued, absolute, contingent or otherwise, or knowledge of any other fact, which
singularly or in the aggregate could have a Material Adverse Effect.

421 Anti-Terrorism Laws.

(a} General. Neither Borrower nor any Affiliate of Borrower is in violation of any Anti-
Terrorism Law or engages in or conspires to engage in any transaction that evades or avoids, or has the
purpose of evading or avoiding, or attempts to violate, any of the prohibitions set forth in any Amnti-
Terrorism Law.

(b Executive Order No. 13224, Neither Borrower nor any Subsidiary of Borrower is any of
the following (each a “Blocked Person”}:

i A Person that is listed in the annex to, or is otherwise subject to the provisions of,
the Executive Order No. 13224,

ii, A Person owned or controlled by, or acting for or on behalf of, any Person that is
listed in the annex to, or is otherwise subject to the provisions of, the Executive Order No. 13224,

ili. A Person with which Lender is prohibited from dealing or otherwise engaging in any
transaction by any Anti-Terrorism Law;

iv. A Person thai commits, threaiens or conspires to cotimmit or supports “terrorism’ as
defined in the Executive Order No. 13224;

v. A Person that is named as a “specially designated national” on the most current list
published by the U.S. Treasury Department Office of Foreign Asset Control at its official website
or any replacement website or other replacement official publication of such list; or

Vi, A Person who is affiliated with a Person listed above.

() Additional Information. Borrower acknowledges that Lender’s performance hereunder is
subiect to compliance with all such laws, regulations and executive orders, and in furtherance of the
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foregoing, the Borrower agrees to provide to Lender ail information about the Borrower’s ownership,
officers, directors, customers and business structure and Lender reasonably may require to comply with
such laws, regulations and executive crders.

422  Continuing Represeniations. These representations and warranties shall be considered fo have

been made as of Closing and again at and as of the date of each Funding and shall be true and correct as
of that date.

ARTICIE Y
AFFIRMATIVE COVENANTS

Until satisfaction in full of all Obligations, Borrower and each Guarantor agree and covenant that (unless
Lender shall otherwise consent in writing):

5.01  Payment of Loan/Performance of Obligations. Borrower shali duly and punctually pay or cause
to be paid the principal and interest of the Note in accordance with its terms and duly and punctually pay

and perform, or cause to be paid and performed, all Obligations hereunder and under the other Loan
Documents.

502 Maintenance of Bxistence. Borrower shall maintain its due organization, valid existence and
good standing under the State of Georgia, conduct its business in an orderly and efficient manner
consistent with good business practices and in accordance with all valid regulations, laws and orders of
any Governmental Authority and will act in accordance with customary industry standards in maintaining
and operating its assets, properties (including its trademarks and other intellectual propesty} and
investments, except where the failure to comply would not have a Material Adverse Effect. Borrower
will conduct and carry on its business in substantially the same field of activity as has been originally
planned and as documented in the Loan application and in this Agreement.

5.03  Accrual and Payment of Taxes. Borrower, during each Fiscal Year, shall accrue zll current tax
liabilities of all kinds, all required withholding of income taxes of employees, all required old age and

unemployment contributions, and all required payments to employee benefit plans, and pay the same
when they become due.

5.04 Payment of Taxes and Claims. Borrower shall pay, before they become delinquent, all taxes,
assessments and governmental charges, or levies imposed upon it, or upon Borrower’s Property;
provided, however, that Borrower shall not be required to pay any such tax, assessment, charge, levy,
claim or demand if the amount, applicability or validity thereof shall, at the time, be contested in good
faith and by appropriate proceedings by Borrower, and if Borrower shall have set aside on its books
adequate reserves in respect thereof, if so required in accordance with GAAP, and provided that
Borrower’s title to, and its right to use, its Property are not materially adversely atfected thereby.

5.05 Issue Taxes. Borrower shall pay all taxes (other than taxes based upon or measured by any
Lender’s income or revenues or any personal property tax) if any, in connection with the issnance of the
Note and the recording of any Lien documents. The obligations of Borrower hereunder shall survive the
payment of Borrower’s Obligations hereunder and the termination of this Agreement.

5.06  Records Respecting Collateral. Adequate records of the Collateral will be kept at the Executive
Office and will not be removed from such address without the prior written consent of Lender.
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5.07  Financial and Other Information. The Borrower shall deliver the following financial statements

P T PR R S it T o A
7iG OUCY miormaition o the Lenaen

a)  Anmual Financial Statements of Borrower. Within ninety (90) days following the end of the
RBorrower’s Fiscal Year, Borrower will forward to Lender its annual compiled financial statements for the
just ended Fiscal Year. These compiled financial statements shall include the consolidated and
consolidating (if applicable) income and cash flow statements of Borrower and its Subsidiaries for such
Fiscal Year, and the consolidated and consolidating (if applicable) balance sheet of Borrower and its
Subsidiaries as at the end of such Fiscal Year, setting forth in each case in comparative form the
corresponding figures as at the end of and for the previous Fiscal Year, all in reasonable detail, including
all supporting schedules, and prepared by an independent public accounting firm acceptable to Lender.

b) Quarterly Financial Statements. Within thirty (30) days following the end of each fiscal
quarter, Borrower will forward to Lender financial statements prepared by the Borrower for the just ended
fiscal quarter. These financial statements shall inciude the consolidated and consolidating (if applicable)
income and cash flow statements of Borrower and its Subsidiaries for such quarter and for the expired
portion of the Fiscal Year ending with the end of such fiscal guarter, setting forth in comparative form the
corresponding figures for the corresponding periods of the previous Fiscal Year, and the consolidated and
consolidating {if applicable) balance sheet of Borrower and its Subsidiaries as at the end of such fiscal
quarter, setting forth in comparative form the corresponding figures as at the end of the corresponding
periods of the previous Fiscal Year, all in reasonable detail and certified by Borrower’s chief financial
officer to have been prepared from the books and records of Borrower.,

¢) Compliance Certificate. In addition, concurrently with the delivery of the financial
statements referenced in subsections (&) and (b} zbove, and otherwise upon request of Lender, Borrower
shall deliver a certificate from the authorized representative or chief financial officer of the Borrower
certifying as to whether there exists a Defauit Condition or an Event of Default on the date of such
certificate, and if 2 Default Condition or an Event of Default exists, specifying the details thereof and the
action which the Borrower has taken or proposes to take with respect thereto.

d) Annual Financial Statements and Tax Returns for Guarantors, Within ninety (90} days of
the end of each calendar year, each Guarantor shall deliver to Lender annual financial statements (i.e.
personal financial statements for each Personal Guarantor and balance sheet, income statement and cash
flow statement for each Corporate Guarantor) and signed federal and state tax returns for the calendar
year just ended, in each case prepared by an independent certified public accountant.

e) Employee Reports. The Borrower shall submit a report annually to the Lender and RI) as of
December 31 indicating the total number of employees as of that date. This report will be broken down to
show permanent employees, part-time employees and seasonzal employees.

5.08  Compliance with Laws. Borrower shall comply with the requirements of all applicable laws,
rules, regulations and orders of any Governmental Authority, including, without timitation, all applicable
Environmental Laws.

5.09  Condition of Properties. Borrower shall keep all buildings, improvements, machinery and
equipment and other Property located on or used or useful in connection with the Facility in good repair,
working order and condition, reasonable wear and tear excepted, and from time to time shall make all
needed and proper repairs, renewals, replacements, additions and improvements thereto to keep the same
i good operating condition.
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5.10  Inventory, Fixtures and Equipment. Borrower shall maintain, or cause to be maintained,

axa Yo o o b B

sufficient inventory, fixtures and equipment of types and quantities at each Facility necessary to enable
the Borrower adequately 1o perform operations at such Facility.

$.11  Litigation and Attorney Fees. Borrower will pay promptly to Lender without demand, reasonable
attorneys fees and all costs and other expenses paid or incurred by Lender in collecting or compromising
the Loan or in enforcing or exercising its rights or remedies created by, connected with or provided in this
Agreement or any other Loan Document, whether or not suit is filed,

5.12  Lockbox. Upon Lender’s request, Borrower shall establish a lockbox through which Borrower
shall instruct all customers to-make payment on accounts. Borrower shall execute such agreements as
Lender may require to establish the lockbox.

5.13  Financial Records, Borrower shall keep current and accurate books of records and accounts in
which full and correct entries will be made of all of its business transactions, and will reflect i its
financial statements adequate accruals and appropriations to reserve, all in accordance with GAAP.

514  Notice of Material Adverse Conditions. Borrower shall promptly notify Lender of: (i) any
material adverse change in its financial condition or busicess; (ii) any default under any material
agreement, contract or other Instrument to which Borrower is a party or by which any of its properties are
bound, or any acceleration of any maturity of any indebtedness owed by the Borrower; (i) any material
adverse claim against or affecting Borrower or any of its properties; (iv) any litigation, er any claim or
controversy which might become the subject of ltigation, against Borrower or affecting any of the
Collateral, if such litigation or potential litigation might, in the event of an unfavorable outcoms, have a
Material Adverse Bffect or cause an Bvent of Default; and {v) the existence and nature of any Default
Condition or Event of Default hereunder.

5.15  Additional Information. Bomower acknowledges and understands that Lender is required to: (i)
submit copies of Borrower’s management reports to RD (together with Lender’s spread, analysis and
comments to each guarterly and annual financial statement); (i) monitor the aging of the Borrower’s
accounts receivable quarterly and otherwise take appropriate measures to protect the Loan; and (jii) report
any adverse action to the RD immediately upon knowledge of such action. To that end, Borrower shall
promptly furnish to Lender, at Lender’s request, such additional financial or other information concerning
assets, liabilities, operations and transactions of Borrower as Lender may from time to time request,

5.16  Payment of Claims. Borrower shall prompily pay all lawful claims, whether for labor, materials
or otherwise, which might or could, if unpaid, become a Lien or charge on the Collateral, unless and to
the extent only that the same are being contested in good faith by appropriate proceedings and reasonable
reserves have been established therefor, and provided that Borrower’s title to and right to use the
Collateral are not materially and adversely affected thereby.

5.17  Maintenance of Insurance. Borrower shall maintain on its Property insurance with responsible
and reputable companies in such amounts and covering such risks as is prudent and is usuaily carried by
companies engaged in businesses similar to that of Borrower. The amount of any insurance must be at
least equal 1o the GREATER of: (1) the cutstanding balance of this Loan; and (2} the replacement value.
Any hazard insurance must be in an amount sufficient to avoid Borrower becoming a co-msurer.
Rotrower shall obtain liability insurance to protect the Borrower againgt any claims that might arise from
accidents on the premises of the business operations, as well as in connection with any vehicie used by
the business on public roads or highways. Borrower shall also maintain worker’s compensation tnsurance
in compliance with applicable law. Borrower shall furnish Lender, on request, with certified copies of
insurance policies or other appropriate evidence of compliance with the foregoing covenant. Borrower
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shall fumish, no later than the Closing Date, evidence as to whether the Borrower’s facilities are located
in a 100-year flood plain if real property will secure ihe Loan. If the site is located in the 100-year flood
plain then the Borrower will obtain National Fiood Insurance in sufficient amounts to cover the current
replacement value or an amount equal to the total mortgage indebtedness on the property, whichever is
GREATER. Borrower shall file with Lender, upon its request, a detailed list of such insurance then in
effect stating the names of the insurance companies, the amounts and rates of insurance, the date of
expiration thereof, the properties and risks covered thereby and the insured with respect thereto, and,
within thirty (30) days after notice in writing from Lender, obtain such additional insurance as Lender
may reasonably request. Borrower hereby appoints Lender as Bomrower’s attemey-in-fact, exercisable at
Lender’s option to endorse any check which may be payable to Borrower in order to collect the proceeds
of such insurance and any amount or amounts collected by Lender pursuant to the provisions of this
Section may be applied by Lender, in its sole discretion, to any Obligations or to repair, reconstruct or
replace the loss of or damage to Collateral as Lender in its discretion may from time to time determine.
Borrower shall notify Lender immediately upon Borrower’s receipt of a notice of termination,
cancellation, or non-renewal from its insurance company of any policy.

5.18  Licenses: Privilepes. Borrower shall preserve and maintain all licenses, privileges, franchises,
certificates, approvals and the like necessary for the lawful operation of its business and shall continue to
engage in substantially the same business as presently conducted. Borrower shall submit to Lender copies
of renewals of permits as received on an on-going basis. Borrower is to take all necessary steps to remain
in good standing with all of iis licensing authorities. The Borrower shall notify Lender immediately of
any adverse findings made by licensing authorities, and shall further notify Lender if these findings
cannot be corrected within thirty (30) days. In the event Borrower (or the Facility) loses their permits,
this will constitute a non-monetary default under the Loan.

5.19  Access, Borrower shall, from time {o time and at all reasonable times as Lender or RD shall
request, permit representatives designated by the Lender or RD to (1) visit and inspect any of the Property
that comprises the Collateral; (2) have access to the premises of Borrower, the books and records of the
Borrower and the Collateral, (3) make copies of, or excerpts from, those books and records; and (4)
discuss the Collateral or the accounts, assets, business, operations, properties or condition, financial or
otherwise, of the Borrower with its officers, managers, employees, accountants, attorneys and agents,

520 Bank Account. Borrower shall open and maintain in good standing a depository bank account
with Lender in the name of Borrower.

521  Further Assurances. Borrower shall duly execute and deliver (cause to be executed and
delivered) to Lender any instrument, invoice, document, document of title, warehouse receipt, bill of
lading, order, financial statement, assignment, waiver, consent or other writing which may be reasonably
necessary to Lender to carry out the terms of this Agreement and any of the other Loan Documents and to
perfect and maintain its Lien upon and security interest in and facilitate the collection of the Cellateral,
the proceeds thereof, and any other property at any time constituting secunty to Lender. Borrower shall
perform or cause to be performed such acts as Lender may request fo establish and maintain for Lender a
valid and perfected Lien upon, security interest in and security title to the Collateral, free and clear of any
liens, encumbrances or security interests other than in favor of Lender, subject {0 any Permitted Lien.

522  Conditional Commitment. Borrower shall comply with each and every provision of the
Conditional Commitment.

5.23  Cost Qverruns. Al cost overruns, if any, associated with the project will be the responsibility of
the Borrower. The Borrower will not allow any change and/or cost overrun on any contract or other
commitment which will result in an additional cash flow expenditure and/or debt to the business and/or
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request for a subsequent loan, either guaranteed or not, without the express written approval of the Lender
and the RD. Furthermore, Borrower will not divert funds from purposes ideniified in the Conditional
Cormmitment for any of the aforementioned items without the express written approval of the Lender and
the RD. Failure to comply with the terms of this Section will be considered a material adverse change in
the Borrower’s fmancial condition and an Bvent of Default hereunder. In the event any of the
aforementioned increases in costs and/or expenses are incurred by Borrower, the Borrower must provide

for such increases in a manner that fhere is no diminution of the Borrower’s operating capital.

5.24  Financial Covenants. Beginning with the first full Fiscal Year of operations of the Facility, and

each Fiscal Year fhereafter until the Loan is paid and satisfied in full, the Borrower shali maintain the
following financial covenants:

a) Minimum Current Ratio. The Borrower shall maintain a minimum Current Ratio (as that term
18 defined by GAAP) greater than 1.0 t0 1.0

b) Maximum Debt-To-Tangible Net Worth Ratio. The Borrower shall maintain a maximum
Debt-to-Tangible Net Worth Ratio (as that term is defined by GAAP) equal to or less than Ten to One
(10:1).

¢} Minimum Debt Service Coverage. The Borrower shali maintain a minimum debt coverage
ratio of 1.1 to 1.0, tested annually throughout the life of the Loan. The debt coverage ratio will be calculated
as the consolidated net profit (loss), plus depreciation, plus interest expense paid, divided by the sum of all
principal and interest payments due within the year.

d) Minimum Tangible Balance Sheet Equity. The Borrower shall maintain 2 minimum Tangible
Balance Sheet Equity of at least TEN PERCENT (10%).

525  Use of Funds, Borrower shall apply the funds received by it under this Agreement in accordance
with the use of Loan proceeds specified in the Conditional Commitment, as amended.

526  Environmental Management. According to the Phase I Environmental Site Assessment (Project
No. 10-68186.1) dated May 27, 2010 performed by Partner Engineering and Science, Inc., due to the age
of the Facility, there is a potential that asbestos-containing materials (ACMs) and/or lead-based paint
(LBP) are present.  Therefore, Borrower shall implement an operations and maintenance program
satisfactory to Lender in order to safely manage the suspect ACMs and LBP located at the Facility.

ARTICLE VI
NEGATIVE COVENANTS

Until satisfaction in ful} of all Obligations, Borrower and each Guarantor agree and covenant that (unless
Lender shall otherwise consent in wrifing):

6.01  Sale of Collateral. Borrower shall not sell, lease, transfer or otherwise dispose of any of the
Collateral, with or without recourse, unless such disposition shall be in the ordinary course of business,
for full and fair consideration, and in accordance with the terms and provisions of the Loan Documents.
In no event, however, shall such disposition include a transfer for full or partial satisfaction of a pre-
existing debt.

6.02  Additional Indebtedness. Except for Permitted Liens and Permitted Indebtedness, Borrower shall
not, without the prior written consent of Lender, incur any additional indebtedness relating to the Facility
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603 Liguidation: Dissolution. Borrower shali not liquidate, dissolve or reorganize, or merge or
consolidate with, or acquire all or substantially all of the assets of, any other company, firm or
association, sell the business or make any other substantial change in its capitalization or business.

6.04  Endorsement of Others. Borrower shall not co-sign, endorse or otherwise assume the liabilities,
obligations or indebtedness of any other Person, including, without limitation, any shareholders, officers,
members, partners or directors. Alse, the principals of Borrower will refrain from co-signing or
endorsing any liability or obligation which will substantially weaken their financial condition.

6.05  Distoibutions; Dividends/Bonuses. Dividend payments or bonuses to officers or owners will be
limited to an amount that, when taken, will not adversely affect the repayment ability of the Borrower.
Dividend payments may only be made if: (1) the Borrower is and, after giving effect to such payment,
will remain in compliance with covenants of this Agreement and the Conditional Commitment, including,
without hmutation, the financial covenants contained in Section 5.24 above; (2) all Borrower debts
(including trade debts) are paid to a current status; (3) all taxes and insurance are paid; (4) Borrower has
the required equity and working capiial funds in place as required by this Agreement.

6.06  Officer Compensation. Borrower shall not compensate any officer or owner in an amount that
will adversely affect the repayment ability of the Borrower. No officer or owner compensation may be
increased year-to-year uniess; (1) the Borrower is and, after giving effect to such increase, will remain in
compliance with covenants of this Agreement and the Conditional Commitment, mcloding, without
limitation, the financial covenants contained in Section 5.24 above; (2) all Borrower debts (including
trade debts) are paid to a current status; (3) all taxes and msurance are paid; (4) Borrower has the required
equity and working capital funds in place as required by this Agreement.

6.07  Funded Debt. Borrower shall not, without the prior written consent of the Lender, incur in the
aggregate in any Fiscal Year, more than $150,000 in funded debt (i.e. long term interest-bearing debt} for
the purchase of capital assets.

6.08  Change ip Business. The Borrower shall not engage, directly or indirectly, in any material
respect in any line of business substantiaily different from the business being conducied by Borrower as
of the date hereof.

6.09  Changes in Accounting. The Borrower will not change its methods of accounting, unless such
change is permitted by GAAP, and provided such change does not have the effect of curing or preventing
what would otherwise be an Event of Default or Default Conditien had such change not taken place,

6.10  ERISA Funding and Termination. Borrower shall not permit (i) the funding requirements of
ERISA with respect to any employee plan to be less than the minimum required by ERISA at any time; or
{ii) any employee plan to be subject to involuntary termination proceedings at any time.

6.11 Transactions with Affiliates.

(a} Borrower shall not enter into any transaction with any Subsidiary or other Affilate,
mcluding, without iunitation, the purchase, sale, or exchange of Property, or the loaning or giving of
funds to any Affiliate or any Subsidiary unless such Subsidiary or Affiliate is engaged in a business
substantially related to the business conducted by Borrower, the transaction is in the ordinary course of
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and pursuant fo the reasonable requirements of Bomrower’s business and upon terms substantiaily the
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same and no less favorable to Borrower as 1t would obtain in a comparable arm’s length transaction with

any Person not an Affiliate or a Subsidiary, and so long as such transaction is not otherwise prohibited
under this Agreement or any of the Loan Documents.

(b) Borrower shall not create or acquire any Subsidiary,

6.12  Change of Use. Borrower shall not alter or change the use of a Facility or enter into any lease or
management agreement for a Facility other than the leases and management agreements in place as of the
date of this Agreement, unless Borrower first: (i) notifies Lender and provides Lender a copy of the
proposed lease or managemeni agreement; (i) obtains Lender’s written consent; and (i1} obtains and
provides Lender with a subordination agreement in form satisfactory to Lender from such lessee or
manager subordinating ail rights to the rights of Lender.

6.13  Place of Business. Borrower shall not change its Executive Office or open any new place of
business without first giving Lender at least thirty (30) days prior written notice thereof and promptly
providing Lender such information as Lender may request in connection therewith. Borrower shall nof
move their principal place of business or elect to change its name, identity or structure without Lender’s
prior written approval at least thirty (30) days prior to the effective date thereof.

6.14  Change of Ownership. Borrower shall not change its ownership without obtaining the Lender
and RIY’s prior written consent and only in compliance with all applicable RD Regulations.

6.15  Sale of Stock. Borrower shall not sell, transfer or issue any additional Capital Stock of Borrower,

6.16  Sale of Fixed Agsets. Bomrower shall not sell, transfer or otherwise encumber fixed assets without
the concurrence of the Lender and the RD. Borrower shall not sell equipment except for equipment
which has become worn or obsolete and which, in the ordinary course of business, is being replaced with
equipment of equal or greater value.

6.17  Loans to Affiliates. Borrower shall not make any outside investment and/or loans/advances to
stockholders, owners, officers or Affiliates without the prior written consent of the Lender.

6.18  Miscellancous Covenants.

{a) Borrower shalil not become or be a party {o any contract or agreement which at the time
of becoming a party to such contract or agreement materially impairs Borrower’s ability to perform under
this Agreement, or under any other instrument, agreement or document to which Borrower is a party or by
which if is or may be bound.

(b) Borrower shall not carry or purchase any “margin stock” within the meaning of
Regulations U, T or X of the Board of Governors of the Federal Reserve System, 12 C.F.R., Chapter 11,

ARTICLE VII
DEFAULTS AND REMEDIES

7.01  Event of Default. An “Event of Default” shall exist if any one or more of the following events
shall occur:
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(a) DBorrower shall fail to pay when due any principal of, or interest on, the Note or any other
fee or payment due hereunder or under any of the Loan Documents when due, and such failure continues
for a period of five (5) days following notice from the Lender {o the Borrower thereof;

(b)  Any certificate, statement, representation, warranty or audit heretofore or hereafter
furnished by or on behalf of the Borrower, the Guararntors or any of them, pursuant o or in connection
with this Agreement or otherwise (including, without limitation, representations and warranties contained
herein or in any Loan Document) or as an inducement to Lender to extend any credit to or to enter into
this or any other agreement with the Borrower, in connection with this Loan, proves to have been false in
any material respect at the time when the facts therein set forth were stated or certified, or proves to have
omitted any substantial contingent or unliquidated liability or claim against the Berrower, the Guarantors
or any of them, or on the date of execution of this Agreement there shall have been any material adverse
change in any of the facts previously disclosed by any such certificate, statement, warranty or audit,
which change shall not have been disclosed to Lender in writing at or prior to the time of such execution;

{c) Borrower shall breach any covenant or obligation contamned in this Agreement or the
other T.oan Documents; provided, however, that if such breach is capable of being cured and if the
Bormrower shall have commenced to cure such breach within five (5) days following the earlier of notice
thereof to or knowledge thereof by Borrower and shall proceed continuously in geed faith and with due
diligence to cure such breach, Borrower shall have thirty (30) days to cure such breach;

(d) Borrower shall breach or violate the terms of, or if a Default Condition or Event of
Defanlt occurs under any existing or future agreement {related or unrelated) (including without limitation
the other Loan Documents) between Borrower and Lender;

(¢) Bomrower shall default on any other agreement, document or instrument fo which
Borrower is a party, which default shall cause a Material Adverse Effect.

(f)y Borrower shall: (i) apply for or consent to the appointment of a receiver, custodian,
trustee, intervener or liquidator of Borrower or all or a substantial part of Borrower’s assets; (i1)
voluntarily become the subject of a bankrupicy, reorganization or inselvency proceeding or be insolvent,
or admit in writing that Borrower is unable to pay its debts as they become due or generally not pay its
debts as they become due; (iii} make & general assignment for the benefit of creditors; (iv) file a petition
or answer seeking reorganization or an arrangement with creditors or to take advantage of any bankruptcy
or insolvency laws; (v) file an answer admitting the material allegations of, or consent to, or default in
answering, a petition filed against such party in any bankruptey, reorganization or insolvency proceediing;
or (vi} general failure by Borrower to pay its debts as they become due;

{g} An order, judgment or decree shall be entered by any court of competent jurisdiction
approving a petition appointing a receiver, custodian, frustee, mtervener or liquidator of Borrower or of
all or substantially all of Borrower’s assets, and such order, judgment or decree shall continue unstayed
and in effect for a period of sixty (60) days; or a complaint or petition shall be filed against Borrower
seeking or instituting a bankruptey, insolvency, reorganization, rehabilitation or receivership proceeding
of Borrower, and such petition or complaint shall not have been dismissed within sixty (60) days;

{h}  Any final judgment or order having a Material Adverse Eifect shall be rendered against
the Borrower or any subsidiary and remam in effect for thirty (30} days without being stayed or deferred;

(1} Any Lien or security inferest in favor of Lender shall cease to be valid, enforceable and
perfected and prior to all other Liens and security interests other than Permitted Liens or if Borrower or
any Governmental Authority shall assert the same;
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(i} Any Guarantor shall attempt to terminate its Guaranty or denry that such Guarantor has
any iability thereunder, or any Guaranty shall be declared null and void and of no further force and
effect;

(k) There is any change in Borrower’s financial condition which, in Lender’s opinion, has or
would be reasonably likely to have a Material Adverse Effect;

{1} A Change of Control shall occur;

{m) Bormrower shall (i) engage in any “prohibited transaction” {as defined i ERISA); (ii)
incur any “accumulated funding deficiency” (as defined in ERISA); {ii1) incur any “reportable event” (as
defined in ERISA); (iv) terminate any “plan” (as defined in ERISA); (v) become involved in any
proceeding in which the Pension Benefit Guaranty Corporation shall seek appointment, or is appointed, as
trustee or administrator of any “plan” (as defined in ERISA), and such event or condition either (%)
remains uncured for a period of thirty (30) days from the date of occurrence; and (y) could, in Lender’s

reasonable business judgment, subject the Borrower to any tax, penalty or other liability having a Material
Adverse Effect;

{n) I any other Persoa (other than Lender) party to a Loan Document breaches or viclates
any term, provision or condition of such Loan Document, and such breach or violation continues beyond
any applicable cure period contained therein.

7.02  Remedies Upen Default. If an Event of Default shall have occurred and be continuing, then
Lender at its option may: (i) declare the principal of, and all interest then accrued on, the Note and any
other Obligations of Borrower to Lender to be forthwith due and payable, whereupon the same shall
forthwith become due and payable without notice, preseniment, demand, protest, all of which Borrower
hereby expressly waives, anythmg contained herein or in the Note to the contrary notwithstanding; (i1)
without notice of default or demand, pursue and enforce any of Lender’s rights and remedies under the
Loan Documents or otherwise provided under or pursuani fo any apphicable law or agreement, including,
without limitation, any and all rights and remedies available to Lender under the Security Agreements,
Mortgage, the Code or other applicable law or agreement, which rights and remedies may be exercised
mdividuaily, severally, successively or concurrently, including the following rights and remedies (which

list is given by way of example and is not intended to be an exhaustive list of all such rights and
remedies):

(a)  The right to take possession of, send notices regarding and collect directly the Collateral,
with or without judicial process (including without limitation the right to notify the United States postal
authorities to redirect mail addressed to Borrower to an address designated by Lender); or

(b) By its own means or with judicial assistance, enter Borrower’s premises and take
possessicn of the Coliateral, or render it unusable, or dispose of the Collateral on such premises without

any liability for rent, storage, utilities or other sums, and Borrower shall not resist or interiere with such
action; or

(c) Require Borrower, at Borrower’s expense, to assemble all or any part of the Collateral
(other than real property or fixtures) and made it available to Lender at any place designed by Leader.

Borrower agrees that a notice received by it at least seven (7) days before the time of any intended public

sale or of the time after which any private sale or other disposition of the Collateral i1s to be made, shall be
deemed to be reasonable notice of such sale or other disposition. 1f permitied by applicable law, any
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perishable inventory or Collateral which threatens to speedily decline in value or which is sold on a
recognized market may be sold immediately by Lender without prior notice to Borrower. Bomrower
covenants and agrees not to interfere with or impose any obstacle to Lender’s exercise of its rights and
remedies with respect to the Collateral, after the occurrence of an Event of Defaunit hereunder. Lender
shall have no obligation to clean up or prepare the Collateral for sale. If Lender sells any of the Collateral
upon credit, Borrower will only be credited with payments actually made by the purchaser thereof, that
are received by Lender. Lender may, in connection with any sale of the Collateral specifically disclaim
any warranties of title or the like.

7.03  Nature of Remedies. All rights and remedies granted Lender hereunder or vnder the Loan
Documents, or otherwise available at law or in equity, shall be deemed concurrent and cumulative, and
not alternative remedies, and Lender may proceed with any number of remedies at the same time until all
Obligations are satisfied in full. The exercise of any one right or remedy shall not be deemed a waiver or
release of any other right or remedy, and Lender, upon or at any time after the occurrence of an Event of
Default, may proceed against Borrower, at any time, under any agreement, with any available remedy and
m any order.

7.04  Set-Off. Ia addition to all other rights, options and remedies granted or available to Lender undex
this Agreement or the Loan Documents {each of which is also then exercisable by Lender), upon or at any
time after the occuirence and during the continuation of an BEvent of Default, Lender shall have and be
deemed to have, without notice to Borrower, the immediate right of set-off against any amounts owed by
Lender or an Affiliate of Lender to Borrower and may apply the funds or amounts thus set-off against any
of Borrower’s Obligations hereunder.

ARTICLE VIl
MISCELLANEGUS

8.01  Participations and Assignments.

(a) The Lender may, in the ordinary course of its commercial banking business and in
accordance with applicable law, at any time sell participations to one or more commercial banks or other
persons or entities (each a "Participant) in all or a portion of its rights and obligations under this
Agreement and the other Loan Documents (including, without limitation, all or a portion of the Loan and
the Note), provided that: (i) the Lender's obligations under this Agreement and the other Loan Documents
shall remain unchanged, (ii) the Lender shall remain solely responsible to Borrower for the performance
of such obligations, and (iii) Borrower shall continue to deal solely and directly with the Lender in

connection with the Lender's rights and obligations under this Agreement and cach of the other Loan
Documents.

(b) The Lender may, in the ordinary course of its commercial banking business and in
accordance with applicable law, at any time assign the Loan, the Note and its rights and obligations under
this Agreement and the other Loan Documents {or any part or parts thereof) to a commercial bank or
other Person. Borrower agrees with each present and future participant in the Loan that if an Event of
Default should occur, each present and future participant shall have all of the rights and remedies of
Lender with respect to any deposit due from any participation agreement with Lender, and the execution
by the Borrower of this Agreement, regardless of the order of execution, shall evidence an agreement
between the Borrower and said participant in accordance with the terms of this Section.

{¢) Lender may divulge to any participant, assignee or co-lender or prospective participant,
assignee or co-lender it may obtain in the Loan or eny portion thereof all information, and furnish to such
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Person copies of any reporis, financial statements, certificates and documents obtained under any

provision of this Agreement or the Loan Documeiits,

8.02  Indemmification, In addition to the Borrower’s agreement fo reimburse Lender pursuant to
Section 8.03 or otherwise hereunder, and without duplication thereof, Borrower hereby releases and
agrees o indemnify, defend and hold harmless Lender and its officers, employees and agents, of and from
any claims, demands, liabilities, obligations, judgments, injuries, losses, damages and costs and expenses
{including, without limitation, reasonable legal fees) resulting from: (i) acts or conduct of Borrower
uader, pursnant or related to this Agreement and the other Loan Documents; (if) Borrower’s breach or
violation of any representation, watranty, covenant or undertaking contained in this Agreement or the
other Loan Documents; (i) Bomrower’s failure to comply with any or all laws, staiutes, ordinances,
governmenial rules, regulations or standards, whether foreign, federal, state, territorial, local, or court or
administrative orders or decrees (including without limitation, Environmental Laws); and (iv) any claim
by any other creditor of Borrower against Lender arising ont of any transaction whether hereunder or in
any way related to the Loan Documents and all costs, expenses, fines, penalties or other damages
resulting therefore, unless resulting solely from acts or conduct of Lender constituting willful misconduct

or gross negligence. This indemnification shail survive the termination of this Agreement and the
payment and satisfaction of the Obligations.

8.03  Expenses of Lender. At Closing and from time to time thereafter, Borrower will pay upon
demand of Lender all reasonable costs, fees and expenses of Lender in connection with: (i) the analysis,
negotiation, preparation, execution, administration, delivery and termination of this Agreement, and other
L.oan Documents and the documents and instruments referred to herein and therein, and any amendment,
amendment and restatement, supplement, waiver or consent relating hereto or thereto, whether or not any
such amendment, amendment and restafement, supplement, waiver or consent is execufed or becomes
effective, search costs, the reasonable fees, expenses and disbursements of counsel for Lender and
reasonable charges of any expert consultant to Lender; (ii) the enforcement of Lender’s rights hereunder,
or the collection of any payments owing from Borrower under this Agreement and/or the other Loan
Documents or the protection, preservation or defense of the rights of Lender hereunder and under the
other Loan Documents; and {1if} any refinancing or restructuring of the credit arrangements provided
under this Agreement and other Loan Documents in the nature of a “work-out” or of any insolvency or

bankruptey proceedings, or otherwise (including the reasonable fees and disbursements of counsel for
Lender).

8.04  Governing Law, Walver of Jury Trial; Service of Process; Consent to Jurisdiction. This
Agreement and the other Loan Documents are being delivered and approved by Lender, and are intended
to be performed, in the State of GEORGIA, and the substantive laws of GEORGIA, without regard to its
conflicts of law, shall govern the validity, construction, enforcement and interpretation of this Agreement
and all other Loan Documents. The Loan transaction which is evidenced by the Note and this Agreement
has been applied for, considered, approved and made, and all necessary loan documents have been
accepted by Lender in the State of GEORGIA, BORROWER AND EACH GUARANTOR HEREBY
IRREVOCABLY SUBMIT TO THE EXCLUSIVE JURISDICTION OF ANY UNITED STATES
FEDERAL OR GEORGIA STATE COURT SITTING IN DEKALB COUNTY, GEORGIA IN ANY
ACTION OR PROCEEDRING ARISING OUT OF OR RELATING TO THIS AGREEMENT AND
IRREVOCABLY AGREE THAT ALL CLAIMS IN RESPECT OF SUCH ACTION OR PROCEEDING
MAY BE HEARD AND DETERMINED IN ANY SUCH COURT AND IRREVOCABLY WAIVES
ANY OBJECTION IT MAY NOW OR HEREAFTER HAVE AS TO THE VENUE OF ANY SUCH
SUIT, ACTION OR PROCEEDING BROUGHT IN SUCH A COURT OR THAT SUCH COURT iS
AN INCONVENIENT FORUM. NOTHING HEREIN SHALL LIMIT THE RIGHT OF LENDER TO
BRING PROCEEDINGS AGAINST THE BORROWER OR ANY GUARANTOR IN THE COURTS
OF ANY OTHER JURISDICTION. ANY JUDICIAL PROCEEDING BY THE BORROWER OR ANY
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GUARANTOR AGAINST THE LENDER OR ANY AFFILIATE OF LENDER INVOLVING,
DIRECTLY OR INDIRECTLY, ANY MATTER IN ANY WAY ARISING OUT OF, RELATED TO,
OR CONNECTED WITH THIS AGREEMENT SHALL BE BROUGHT ONLY IN A COURT IN
DEKALD COUNTY, GEORGIA. BORROWER AND LENDER HEREBY WAIVE ANY AND ALL
RIGHTS IT MAY HAVE TO A JURY TRIAL IN CONNECTION WITH ANY LITIGATION,
PROCEEDING OR COUNTERCLAIM ARISING WITH RESPECT TO RIGHTS AND
OBLIGATIONS OF THE PARTIES HERETO OR UNDER THE LOAN DOCUMENTS OR WITH
RESPECT TO ANY CLAIMS ARISING OUT OF ANY DISCUSSIONS, NEGOTIATIONS OR
COMMUNICATIONS INVOLVING OR RELATED TO ANY PROPOSED RENEWAL, EXTENSION,
AMENDMENT, MODIFICATION, RESTRUCTURE, FORBEARANCE, WORKOUT OR
ENFORCEMENT OF THE TRANSACTIONS CONTEMPLATED BY THE LOAN DOCUMENTS.

8.05  Swrvival of Representation and Warranties. All representations and warranties herein and in
certificates or report delivered pursuant hereto shall be deemed to have been material and relied on by
Lender, notwithstanding any investigation, search of public records, review or acceptance of certifications
by Borrower, Guarantor or third parties whenever or however made or made by or on behalf of Lender,

and shall survive the execution and delivery to Lender of the Note, this Agreement and the other Loan
Documents.

8.06  Consequential Damages Neither Lender nor any agent or attorney of Lender shall be Hable for

any consequential damages arising from any breach of contract, tort or other wrong relating to the
establishment, administration or collection of the Obligations.

8.07 Waiver. No failure to exercise, and no delay in exercising, on the part of Lender, any right
hereunder or under any Loan Documents shall operate as a waiver thereof, nor shall any single or partial
exercise thereof preclude any other or further exercise thereof or the exercise of any other right. The
rights of Lender hereunder and under the other Loan Documents shall be in addition to ail other rights
provided by law. No notice or demand given in any case shall constitute a waiver of the right to take
other actien in the same, similar or other circumstances without such notice or demand. Except for any
defense which would constitute a compulsory counterclaim, Borrower hereby agrees that any and all
causes of action and claims which it may ever have against the Lender shall not be raised by Borrower as
a defense or counterclaim in any suit or proceeding brought by Lender against Borrower for the collection

of the Obligations or enforcement of this Agreement, but shall instead be brought, if at all, by a separate
suit or proceeding.

§.08  Notices. Except as otherwise provided herein, any notices or other communication required or
permiited to be given by any of the Loan Documents must be given in writing and must be personaily
delivered or mailed by prepaid certified or registered mail to the party to whom such notice or
communication 15 directed at the address of such party as follows;

Borrower/Guarantor:  Two Buckhead Plaza
3050 Peachtree Road NW
Suite 570
Atlanta, GA 30305
Attn: Christopher Brogdon

Lender: Metro City Bank
5441 Buford Highway
Suite 169
Doraville, GA 30340
Attn: Mr. Nack Paek
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Axny such notice or other conurnunication shall be deemed to have been given {whether actually received
or not) on the day it is personally delivered as aforesaid or, if mailed, on the third day after it is mailed as

aforesaid. Any party may change its address for purposes of this Agreement by giving notice of such
change to all other parties pursuant to this Section 8.08.

8.09  Invalid Provisions, If any provision of this Agreement is held to be ilegal, invalid or
unenforceable by a court of competent jurisdiction, then such provision shall be severed from this
Agreement and the remaining provisions shali remain in full force and effect, shall not be effected by the
illegal, invalid or unenforceable provision or by its severance from this Agreement and shall be enforced
to the greatest extent permitied by law.

810  Maximum Interest Rate. Regardiess of any provision contained in this Agreement, the Note or in
any of the other Loan Documents, Lender shall never be deemed to have contracted for or be entitled to
receive, collect or apply as interest (whether terms interest in the Loan Documents or deemed to be
mterest by judicial determination or operation of law) on the Note, any amount in excess of the maximum
rate of interest permitted to be charged by applicable law, and, in the event Lender ever receives, collects
or applies as interest any such excess, such amount which would be excessive interest shali be deemed to
be a partial payment of principal and treated hersunder as such, and, if the principal balance of the Note is
paid in full, any remaining excess shall forthwith be paid io Borrower.

8.1t [Entiretv_and Amendments. The Loan Documents embody the entire agreement beiween the
parties and superseded all prior agreement and understandings, if any, relating to the subject maiter hereof
and thereof, and this Agreement and the other Loan Documents may be amended only by an instrument in
writing executed by both parties,

8.12  Parties Bouynd. This Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors, assigns, trustees and legal representatives; provided, however, that
Borrower may nof, without the prior written consent of Lender, assign, in whole or in part, this
Agreement, the Loan Documents, or any rights, powers, dufies or obligations hereunder or thereunder.

8.13  Headings. Section headings are for convenience of reference only, are not to be considered a part

hereof, and shall in no way limit or otherwise affect the interpretation of this Agreement, or any of the
terms hereof,

8.14  Time of the Essence. Time 1is of the essence of this Agreement and the other Loan Documents,

8.15  Interpretation. No provision of this Apreement shall be construed against or interpreted to the
disadvantage of any party hereto by any court or other governmental or judicial authority by reason of
such party having or bemng deemed to have stractured or dictated such provision.

816 Lender Not a Joint Venturer. Neither this Agreement nor any agreements, instruments,
documents or transactions contemplated hereby (including the Loan Documents) shall in any respect be
interpreted, deemed or construed as making Lender a partner or joint venture with Borrower or as creating
any similar relationship or entity, and Borrower agrees that it will not make any contrary assertion,
contention, claim or counterclaim in any action, suit or other legal proceeding involving Lender.

8.17  Acceptance. This Agreement, fogether with the other Loan Deocuments, shall not become
effective unless and until delivered to Lender and accepted in writing by Lender thereafter at such office

as evidenced by its execution hereof (notice of which delivery and acceptance are hereby waived by
Borrower).
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8.18  Cure of Defaulis by Lender. If hersafter Borrower defaclts in the performance of any duty or
obligation to Lender hereunder, Lender may, at its option, but without obligation, cure such defauit and
any costs, fees and expenses incurred by Lender in connection therewith, including, without limitation,
for the purchase of insurance, the payment of taxes and the removal or settlement of liens and claims,
shall be due upen demand, or at Lender’s election, and in its sole discretion, be deemed to be advances
against the Note, whether or not this creates an over-advance thereunder, and shall be payable in
accordance with its terms.

8.19  Attornev-in-Fact. Borrower hereby designates, appoints and empowers Lender Irrevocably as its
attorney-in-fact, at Borrower’s cost and expense, to do in the name of Borrower any and all actions which
Lender may deem necessary or advisable to carry cut the terms hereof upon the failure, refusal or inability
of Borrower to do so and Borrower hereby agrees to indemnify and hold Lender harmless from any costs,
damages, expenses or liabilities arising against or incurred by Lender in connection therewith. Without
limitation, Borrower specifically authorizes ail federal, state and municipal authorities to furnish to
Lender reports of examinations, records and other information relating to the conditioned affairs of
Borrower upon Lender’s request.

8.20 Conflicts. In the event there is any conflict between this Agreement and the Conditional
Commitment, the Conditional Commiiment shali control,

8.21  Counterparts. This Agreement may be executed in two or more counterparts, each of which may
be executed by one or more of the parties hereto, but all of which, when taken together, shali constitute a
single agreement binding upen all of the parties hereto.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHER

=
iLx rrTea L N B A W )

September, 2010,

\, the parties have exccuted this Loan Agreement on the

BORROWER:

COOSA NURSIN

By:
Name: Chrj Qfgl’ér Bﬁogdon
Its: Manager

CORPORATE GUARANTOR:
ADCARE HEAL ' EMS, INC.,
By:

Nameﬁeﬁrjs%pher Brogdon
its: Vice Chairman

PERSONAL GUAW

Name: Chrig ph@/Br&gdon

LENDER:
METRO CITY BANK, a GEORGIA banking corporation
By:

Name: Nack Paek
Title: Chairman
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EXHIBIT “A”

Real Property Deseription

ALL THAT TRACT OR PARCEL OF LAND LYING IN AND BEING A
PORTION OF THE NORTHWEST QUARTER OF THE SOUTHEAST
QUARTER, SECTION TWENTY-NINE (29), TOWNSHIP TWELVE (12)
SOUTH, RANGE SEVEN (7) EAST OF THE HUNTSVILLE MERIDIAN, CITY
OF GLENCOE OF ETOWAH COUNTY, ALABAMA AND BEING MORE
PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT THE NORTHWEST CORNER OF NORTHWEST
QUARTER OF THE SOUTHEAST QUARTER RUNNING THENCE ALONG
THE NORTH LINE THEREOF § 89°53°10” E A DISTANCE OF 977.75° TO A
POINT THENCE S 54°19°50” W A DISTANCE OF 238.70’ TO A CRIMP TOP
PIPE FOUND, WHICH IS THE TRUE POINT OF BEGINNING.

THENCE S 54°19°50” W A DISTANCE OF 511.44° TO A CRIMP TOP PIPE
FOUND; THENCE S 35°47°11” E A DISTANCE OF 511.24° TO AN IRON PIN
FOUND; THENCE N 54°20°50” E A DISTANCE OF 235.62’ TO AN IRON PIN
FOUND; THENCE S 35°43°58” E A DISTANCE OF 412.44° TO AN IRON PIN
FOUND; THENCE N 54°33°55” E A DISTANCE OF 39.89° TO AN IRON PIN
FOUND; THENCE N 35°43°19” W A DISTANCE OF 412.58° TO AN IRON PIN
FOUND; THENCE N 54°14’57” E A DISTANCE OF 235.71° TO AN IRON PIN
FOUND; THENCE N 35°46’15” W A DISTANCE OF 510.99° TO AN IRON PIN
FOUND WHICH IS THE TRUE POINT OF BEGINNING.

SAID TRACT OR PARCEL OF LAND CONTAINS 6.380 ACRES AND IS
DEPICTED ON AN ALTA/ACSM PLAT OF SURVEY PREPARED BY
LANDPRO SURVEYING AND MAPPING, INC., DATED JULY 27, 2010.

BEING KNOWN COMMONLY AS 513 PINEVIEW AVENUE, GLENCOE,
ALABAMA 35905.
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Schedule 1.01(a)

Permitted Indebtedness

None,
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Schedule 1.01({b}
Permutted Liens

None.
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Schedule 4.04
Subsidiaries

None.
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Schedule 4.05

Capital Stock

Hearth and Home of Ohio, Inc. — 100%
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Schedule 4.06(b)

Leases, Licenses, Fasements and Similar Asreements
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Schedule 4,16{b)

Trademarks, Service Marks Patents and Copyrights
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