
  
 

CITY OF TULARE, CA 
AGENDA ITEM TRANSMITTAL SHEET 

 
Submitting Department: Finance/City Attorney  
 
For Council Meeting of: February 12, 2019 
 
Documents Attached:   £ Ordinance   £ Resolution   £ Staff Report ¢ Other  £ None  
                                                                  
 
AGENDA ITEM:     
Continued discussion regarding a request from the Tulare Local Healthcare District Board for 
funding assistance in the form of a line of credit and potential approval of financial documents 
related thereto. 
 
IS PUBLIC HEARING REQUIRED:    ¨ Yes     ¨ No 
 
BACKGROUND/EXPLANATION:     
At the December 11, 2018 council meeting, Mayor Jose Sigala requested staff to bring before 
the council at the December 18, 2018 meeting a discussion on the possibility of creating a line 
of credit to the District. 
 
December 18, 2018 council meeting, Interim City Attorney Mario Zamora provided clarification 
as to changes to the options presented for consideration in the staff report.  Hospital Board 
Chair Kevin Northcraft addressed the Council in support of their request.  Following discussion, 
it was moved by Council Member Sayre, seconded by Mayor Sigala and carried 3 to 0 (Council 
Member Nunley and Vice Mayor Mederos recused) to continue this item for further discussion 
and action to the January 15, 2019 meeting.  At the January 15, 2019, the Council by a vote of 
2 to 1 directed staff to return to the February 5, 2019 council meeting, with the necessary items 
for consideration of approval, to include a 5-million-dollar loan with a first deed on Evolutions to 
the City, said asset or other Hospital assets to be sold within a year to repay loan and 
consideration of a 4-million-dollar line of credit.  However, due to the lack of a quorum at the 
February 5 meeting, the Council could not proceed.  In accordance with the City’s Charter, 
Mayor Sigala indicated that he would work with staff to schedule a special meeting related to 
this item. 
 
The City currently has approximately $119 million of unrestricted funds in its portfolio but also 
has around $270,608,000 in bonds outstanding and other loans of around $6,210,000, with 
payments around $10.1 million per year.  The portfolio is used for cash flow and making bonds 
payments.  The portfolio includes all city funds and not just general fund cash. 
 
To secure the loan, the City will have first deeds of trust placed on all available District 
properties, excluding the hospital itself.  Appraisals have placed a value of approximately $14 
million on those properties.  The Bankruptcy Court will be required to approve the credit line as 
the City will be placed ahead of existing creditors as to the properties, and the paperwork 
seeking approval from the Court has already been filed by the District’s Bankruptcy lawyer. 
 
The following documents are attached for review: 
 



(1) A draft Debtor in Possession Credit Agreement for the revolving loan (the document the 
City must approve to provide the funds); 
(2) Copies of the schedules from the Adventist line of credit; 
(3) A draft Deed of trust (the security for the City if it provides the loan); 
(4) A copy of the execution version of the Adventist Lease approved by the District; 
(5) A copy of the execution version of the Adventist corporate guarantee of the lease; 
(6) A copy of the appraisal on what the District refers to as the “Cottage Properties” (those 
around the hospital campus). 
(7) Schedule of use of payments. 
 
In addition to interest, the District will pay a $50,000 origination fee, and all costs including 
attorney and staff time incurred up to the close of escrow. 
 
STAFF RECOMMENDATION: 
If the Council chooses to provide the loan in the form of a line of credit, Council needs to 
motion to approve the DEBTOR-IN-POSSESSION CREDIT AGREEMENT attached, and 
further authorize the City Manager to execute all documents necessary to fund the loan. 
 
CITY ATTORNEY REVIEW/COMMENTS: ¢ Yes     £ N/A 
 
IS ADDITIONAL (NON-BUDGETED) FUNDING REQUIRED:   ¨ Yes     £ No    ¢ N/A 
 
Submitted by:  Darlene Thompson Title:  Finance Director  
                 Mario Zamora                   Interim City Attorney    
 
Date:  February 11, 2019  Interim City Manager Approval: __________ 
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LEASE 

This LEASE (the “Lease”) is made and entered into as of 
_______________________________, 201[8/9], between TULARE LOCAL HEALTHCARE 
DISTRICT, a California health care district (the “District” and, in its capacity as landlord under 
this Lease, “Landlord”), and ADVENTIST HEALTH TULARE, a California nonprofit religious 
corporation (“Tenant”), a wholly owned subsidiary of Adventist Health System/West, a California 
nonprofit religious corporation doing business as Adventist Health (“AH”). 

W I T N E S S E T H : 

WHEREAS, Landlord owns the following real property (collectively, the 
“Premises”): (a) the land described in Exhibit A (the “Land”); (b) all buildings, structures, and 
other improvements and appurtenances located on the Land or otherwise constituting part of the 
Premises (the “Improvements”), which Improvements include the Building and, when completed 
with all Approvals secured, the Tower; (c) all right, title, and interest of Landlord, if any, in and to 
the land lying in the bed of any street or highway in front of or adjoining the Land to the center 
line of such street or highway; (d) the appurtenances and all the estate and rights of Landlord in 
and to the Land; (e) any strips or gores adjoining the Land; and (f) all Building Equipment attached 
or appurtenant to any of the foregoing; 

WHEREAS, Landlord desires to lease the Premises to Tenant, and Tenant desires 
to lease the Premises from Landlord; and 

WHEREAS, the parties desire to enter into this Lease to set forth their rights and 
obligations to each other relating to the Premises; 

NOW, THEREFORE, for good and valuable consideration, Landlord leases and 
demises the Premises to Tenant, and Tenant takes and hires the Premises from Landlord for the 
Term, upon the terms and conditions of this Lease. 

1.     Definitions 

.  Capitalized terms used but not defined in this Lease shall have the meaning 
ascribed in the Asset Purchase Agreement (as hereinafter defined). 

The following definitions apply in this Lease: 

“Additional Rent” means all sums that this Lease requires Tenant to pay Landlord, 
whether or not expressly called Additional Rent, except Fixed Rent. 

“Affiliate” of any specified Person means any other Person Controlling or 
Controlled by or under common Control with such specified Person. “Affiliated” shall have the 
correlative meaning. 

“AH” has the meaning set forth in the opening paragraph of this Lease.  
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“Application” means any agreement, application, certificate, document, or 
submission (or amendment of any of the foregoing): (a) necessary or appropriate for any 
Construction this Lease allows, including any application for any building permit, certificate of 
occupancy, utility service or hookup, easement, covenant, condition, restriction, subdivision plat, 
or such other instrument as Tenant may from time to time reasonably request for such 
Construction; (b) to allow Tenant to obtain any abatement, deferral, or other benefit otherwise 
available for Real Estate Taxes; (c) if and to the extent (if any) this Lease permits, to allow Tenant 
to change the use or zoning of the Premises; (d) to enable Tenant from time to time to seek any 
Approval or to use and operate the Premises in accordance with this Lease; or (e) otherwise 
reasonably necessary and appropriate to permit Tenant to realize the benefits of the Premises under 
this Lease. 

“Approvals” means any and all licenses, permits (including building, demolition, 
alteration, use, and special permits), approvals, consents, certificates (including certificate(s) of 
occupancy), rulings, variances, authorizations, or amendments to any of the foregoing as shall be 
necessary or appropriate under any Law for the commencement, performance, or completion of 
any Construction, or the zoning, rezoning (to the extent this Lease allows), use, occupancy, 
maintenance, or operation of the Premises. 

“Asset Purchase Agreement” has the meaning set forth in Section 3.4. 

“Automatic Extension” and “Automatic Extensions” have the meaning set forth in 
Section 2.2 of this Lease. 

“Bankruptcy Law” means Title 11, United States Code, and any other or successor 
state or federal statute relating to assignment for the benefit of creditors, appointment of a receiver 
or trustee, bankruptcy, composition, insolvency, moratorium, reorganization, or similar matters. 

“Bankruptcy Proceeding” means any proceeding, whether voluntary or involuntary, 
under any Bankruptcy Law. 

“Bankruptcy Sale” means a sale of any property, or any interest in any property, 
under 11 U.S.C. §363 or otherwise in any Bankruptcy Proceeding affecting the owner of such 
property. 

“Building” means all occupiable Improvements located or to be located on the 
Premises from time to time. 

“Building Equipment” means all fixtures incorporated in the Premises and used, 
useful, or necessary to operate the Building as such (including boilers; compactors; compressors; 
conduits; ducts; elevators; escalators; heating, ventilating and air conditioning systems; and pipes) 
as opposed to operating any particular business in the Building. 

“Business Day” means any weekday on which State-chartered banks are open to 
conduct regular banking business with bank personnel. 
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“Casualty” means any damage or destruction of any kind or nature, ordinary or 
extraordinary, foreseen or unforeseen, affecting any or all Improvements, whether or not insured 
or insurable. 

“Casualty Termination” means a termination of this Lease because of a Substantial 
Casualty, when and as this Lease expressly allows such a termination. 

“Chapter 9 Proceeding” means bankruptcy case no. 17-13797 commenced by 
Landlord on September 30, 2017 as debtor under chapter 9 of the Bankruptcy Law and currently 
pending in the United States Bankruptcy Court for the Eastern District of California, Fresno 
Division (the “Bankruptcy Court”). 

“Commencement Date” means the date Tenant commences operation of the 
Hospital under its own general acute care hospital license as issued by the California Department 
of Public Health (“CDPH”) pursuant to CDPH’s approval of Tenant’s general acute care hospital 
license change of ownership application. 

“Condemnation” means: (a) any temporary or permanent taking of (or of the right 
to use or occupy) any Premises by condemnation, eminent domain, or any similar proceeding; or 
(b) any action by any Government not resulting in an actual transfer of an interest in (or of the 
right to use or occupy) any Premises but creating a right to compensation, such as a change in 
grade of any street upon which the Premises abut. 

“Condemnation Award” means any award(s) paid or payable (whether or not in a 
separate award) to either party after the Commencement Date because of or as compensation for 
any Condemnation, including: (1) any award made for any Improvements that are the subject of 
the Condemnation; (2) the full amount paid or payable by the condemning authority for the estate 
that is the subject of the Condemnation, as determined in Condemnation; (3) any interest on such 
award; and (4) any other sums payable on account of such Condemnation, including for any 
prepayment premium under any Mortgage. 

“Condemnation Effective Date” means, for any Condemnation, the first date when 
the condemning authority has acquired title to or possession of any Premises subject to the 
Condemnation. 

“Construction” means any alteration, construction, demolition, development, 
expansion, reconstruction, redevelopment, repair, Restoration, or other work affecting any 
Improvements, including new construction. 

“Construction Threshold” means, during the initial Lease Year, Two Hundred Fifty 
Thousand Dollars ($250,000) and, for each subsequent Lease Year, shall mean the product of (x) 
the Construction Threshold for the immediately preceding Lease Year multiplied by (y) the 
quotient of (i) the CPI for the month preceding by two months the first month of the then-current 
Lease Year divided by (ii) the CPI for the month preceding by two months the first month of the 
immediately preceding Lease Year. 

“Contest” shall have the meaning set forth in Section 12.1. 
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“Contest Conditions” shall have the meaning set forth in Section 12.1. 

“Contest Security” shall have the meaning set forth in Section 12.1.1. 

“Control” means the possession, directly or indirectly, of either: (a) at least 51% 
direct or indirect ownership of the Equity Interests of a Person; or (b) the power to direct or cause 
the direction of the management and policies of such Person, whether by ownership of Equity 
Interests, by contract, or otherwise. 

“County” means the county where the Premises are located. 

“CPI” means the United States Department of Labor, Bureau of Labor Statistics 
“Consumer Price Index” for All Urban Consumers published for San Francisco-Oakland-San Jose, 
California, with a base of 1982-1984 = 100. If the CPI ceases to be published, with no successor 
index, then the parties shall reasonably agree upon a reasonable substitute index. 

“CPI Adjustment Factor” means, for any Lease Year, the lesser of (a) 1.03 and 
(b) quotient of (i) the CPI for the month preceding by two months the first month of such Lease 
Year divided by (ii) the CPI for the month preceding by two months the first month of the 
immediately preceding Lease Year (solely by way of example and for the avoidance of doubt, if 
the first month of the second Lease Year were June 2020 then the CPI Adjustment Factor for the 
second Lease Year would be the lesser of (a) 1.03 and (b) the quotient of the CPI for April 2020 
divided by the CPI for April 2019). 

“Default” means Tenant’s uncured default or breach under this Lease.  A Default 
may consist of a Monetary Default or a Nonmonetary Default. 

“Default Interest” means interest at an annual rate equal to the lesser of: (a) the 
Prime Rate plus two percent (2%) per annum; or (b) the Usury Limit. 

“District” has the meaning set forth in the opening paragraph of this Lease. 

“Environmental Law” means any Law about the following at, in, under, above, or 
upon the Premises: (a) air, environmental, ground water, or soil conditions; or (b) clean-up, control, 
disposal, generation, storage, release, transportation, or use of, or liability or standards of conduct 
concerning, Hazardous Substances. 

“Equipment Lien” means any security interest, financing lease, personal property 
lien, conditional sales agreement, chattel mortgage, security agreement, title retention arrangement 
or any similar arrangement (including any related financing statement) for Tenant’s acquisition or 
leasing of any Financed FF&E used in the Premises that is leased, purchased under conditional 
sale or installment sale arrangements, encumbered by a security interest, or used under a license, 
provided that each Equipment Lien encumbers or otherwise relates only to the Financed FF&E for 
which such secured party provides bona fide purchase-money financing or a bona fide equipment 
lease, after the Commencement Date. A Leasehold Mortgage is not an Equipment Lien. 

“Equity Interest” means all or any part of any direct or indirect equity or ownership 
interest(s) (whether stock, partnership interest, beneficial interest in a trust, membership interest, 
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or other interest of an ownership or equity nature) in any entity at any tier of ownership that directly 
or indirectly owns or holds any ownership or equity interest in a Person. 

“Estoppel Certificate” means a statement setting forth, as of the date of such 
statement, (a) the documents comprising this Lease, (b) whether or not any Defaults exist under 
this Lease, (c) the Fixed Rent and (d) whether any Fixed Rent has been prepaid for more than one 
(1) month in advance. 

“Event of Default” has the meaning set forth in Section 21.1. 

“Expiration Date” means the date when this Lease terminates or expires in 
accordance with its terms or otherwise, whether on the Scheduled Expiration Date, by Landlord’s 
exercise of remedies for an Event of Default, by Tenant’s exercise of its termination right or 
otherwise. 

“Fee Estate” means Landlord’s fee estate in the Premises, including Landlord’s 
reversionary interest in the Premises after the Expiration Date. 

“Fee Mortgage” means any Mortgage that encumbers all or part of the Fee Estate. 

“FF&E” means all movable furniture, furnishings, equipment, and personal 
property (excluding Building Equipment) that may be removed without material damage to the 
Premises and without adversely affecting: (a) the structural integrity of the Premises; (b) any 
electrical, plumbing, mechanical, or other system in the Premises; (c) the present or future 
operation of any such system; or (d) the present or future provision of any utility service to the 
Premises. FF&E includes items such as hospital equipment, furniture, movable equipment, 
telephone, telecommunications and facsimile transmission equipment, point of sale equipment, 
televisions, radios, network racks, and computer systems and peripherals.  

“Financed FF&E” means any FF&E subject to an Equipment Lien in favor of a 
lessor or lender that: (a) is not an Affiliate of Tenant, and (b) actually provides bona fide financing 
or a bona fide equipment lease after the Commencement Date for Tenant’s acquisition or use of 
such FF&E. 

“Fixed Rent” has the meaning set forth in Section 3.1. 

“Government” means each and every governmental agency, authority, bureau, 
department, quasi-governmental body, or other entity or instrumentality having or claiming 
jurisdiction over the Premises (or any activity this Lease allows), including the United States 
federal government, the State and County governments and their subdivisions and municipalities, 
and all other applicable governmental agencies, authorities, and subdivisions thereof. 
“Government” shall also include any planning commission, board of standards and appeals, 
department of buildings, city council, zoning board of appeals, or planning board or commission 
having or claiming jurisdiction over the Premises or any activities on or at the Premises. 

“Guaranty” means that certain Guaranty of Lease, dated as of the date hereof, made 
by AH as guarantor for the benefit of Landlord, guarantying Tenant’s obligations under this Lease. 



6 
US-DOCS\101963615.14 

“Hazardous Substances” includes flammable substances, explosives, radioactive 
materials, asbestos, asbestos-containing materials, polychlorinated biphenyls, chemicals known to 
cause cancer or reproductive toxicity, pollutants, contaminants, hazardous wastes, medical wastes, 
toxic substances or related materials, explosives, petroleum and petroleum products, and any 
“hazardous” or “toxic” material, substance or waste that is defined by those or similar terms or is 
regulated as such under any Law, including any material, substance or waste that is: (i) defined as 
a “hazardous substance” under Section 311 of the Water Pollution Control Act (33 U.S.C. § 1317), 
as amended; (ii) defined as a “hazardous waste” under Section 1004 of The Resource Conservation 
and Recovery Act of 1976, 42 U.S.C. § 6901, et seq., as amended; (iii) defined as a “hazardous 
substance” or “hazardous waste” under Section 101 of The Comprehensive Environmental 
Response, Compensation and Liability Act of 1980, as amended by the Superfund Reauthorization 
Act of 1986, 42 U.S.C. § 9601 et seq. or any so-called “superfund” or “superlien” law, including 
the judicial interpretations thereof; (iv) defined as a “pollutant” or “contaminant” under 42 
U.S.C.A. § 9601(33); (v) defined as “hazardous waste” under 40 C.F.R. Part 260; (vi) defined as 
a “hazardous chemical” under 29 C.F.R. Part 1910; or (vii) subject to any other Law regulating, 
relating to or imposing obligations, liability or standards of conduct concerning protection of 
human health, plant life, animal life, natural resources, property or the enjoyment of life or property 
free from the presence in the environment of any solid, liquid, gas, odor or any form of energy 
from whatever source. 

“Hazardous Substances Discharge” means any deposit, discharge, generation, 
emission, release, or spill of Hazardous Substances that occurs at or from the Premises, or into the 
Land, or that arises at any time from the use, occupancy, or operation of the Premises or any 
activities conducted therein or any adjacent or nearby real property, or resulting from seepage, 
leakage, or other transmission of Hazardous Substances from other real property to the Land, 
whether or not caused by a party to this Lease and whether occurring before or after the 
Commencement Date. 

“Hospital” means the general acute care hospital known as Tulare Regional 
Medical Center, which is located on the Premises and, until the Commencement Date, is and will 
be (i) owned and operated by Landlord and (ii) managed by Tenant pursuant to a management 
services agreement between Landlord and Tenant (“MSA”).  

“Improvements” has the meaning set forth in the recitals of this Lease.  

“Indemnify” means, where this Lease states that any Indemnitor shall “Indemnify” 
any Indemnitee from, against, or for a particular matter (the “Indemnified Risk”), that the 
Indemnitor shall indemnify the Indemnitee and defend and hold the Indemnitee harmless from and 
against any and all loss, cost, claims, liability, penalties, judgments, damages, and other injury, 
detriment, or expense (including Legal Costs, interest and penalties) that the Indemnitee suffers or 
incurs: (a) from, as a result of, or on account of the Indemnified Risk; or (b) in enforcing the 
Indemnitor’s indemnity. Indemnitor’s counsel shall be subject to Indemnitee’s approval, not to be 
unreasonably withheld. Any counsel satisfactory to Indemnitor’s insurance carrier shall be 
automatically deemed satisfactory. 

“Indemnitee” means any party entitled to be Indemnified under this Lease and its 
agents, directors, employees, Equity Interest holders, Mortgagees, and officers. 
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“Indemnitor” means a party that agrees to Indemnify any other Person. 

“Initial Term” shall have the meaning set forth in Section 2.1. 

“Insubstantial Condemnation” means any Condemnation except a Substantial 
Condemnation or a Temporary Condemnation. 

“Land” has the meaning set forth in the recitals of this Lease.  

“Landlord” means the Landlord named in the opening paragraph of this Lease and 
its permitted successors and assigns (in all cases in compliance with this Lease, including 
requirements regarding any Trust Funds). 

“Laws” means all laws, ordinances, requirements, orders, proclamations, 
directives, rules, and regulations of any Government affecting the Premises, this Lease, or any 
Construction in any way, including any use, maintenance, taxation, operation, or occupancy of, or 
environmental conditions affecting, the Premises, or relating to any Real Estate Taxes, or 
otherwise relating to this Lease or any party’s rights and remedies under this Lease, or any Transfer 
of any of the foregoing, whether in force at the Commencement Date or passed, enacted, or 
imposed at some later time, subject in all cases, however, to any applicable waiver, variance, or 
exemption. 

“Lease Year” means: (a) the twelve consecutive calendar month period starting on 
the Rent Commencement Date; and (b) every subsequent period of twelve consecutive calendar 
months during the Term. 

“Leasehold Estate” means Tenant’s leasehold estate, and all of Tenant’s rights, 
privileges, and Preemptive Rights, under this Lease, upon and subject to all the terms and 
conditions of this Lease, and any direct or indirect interest in such leasehold estate. 

“Leasehold Mortgage” means a Mortgage encumbering the Leasehold Estate, or 
any portion thereof. 

“Legal Costs” of any Person means all reasonable costs and expenses such Person 
incurs in any legal proceeding (or other matter for which such Person is entitled to be reimbursed 
for its Legal Costs), including reasonable attorneys’ fees, court costs, and expenses, and in or as a 
result of any Bankruptcy Proceeding. 

“Liability Insurance” means commercial general liability insurance against claims 
for personal injury, death, or property damage occurring upon, in, or about the Premises or 
adjoining streets and passageways. 

“Loss” means any Casualty or Condemnation. 

“Loss Proceeds” means Condemnation Award(s) and/or Property Insurance 
Proceeds. 
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“Market Value” of the Fee Estate or the Leasehold Estate means, as of any date of 
determination, the present fair market value of such estate (including the fair market value of the 
rights of the holder of such estate in and to any Improvements) as of such date, considered: (a) as 
if no Loss had occurred; (b) without adjusting for any expectation of any Loss; (c) as if the 
Leasehold Estate had not been terminated; (d) taking into account the benefits and burdens of this 
Lease, the remaining Term, all Permitted Encumbrances, and all other matters affecting such estate 
and its valuation; and (e) discounting to present value all the obligations and benefits associated 
with such estate (including, in the case of the Fee Estate, the Rent and Landlord’s reversion). The 
Market Value shall be determined as if the Term: (1) were to continue until the Scheduled 
Expiration Date and (2) included, prospectively, all Renewal Terms except any Renewal Term for 
which Tenant Notifies Landlord that Tenant would not have exercised the Renewal Option in due 
course. Market Value shall be determined independently of, and without regard to, any valuation 
established in a Condemnation. 

“Memorandum of Lease” means a memorandum of this Lease, in recordable form, 
setting forth the following provisions of this Lease: (a) all information any Law requires; (b) the 
Purchase Option; and (c) such other provisions, except the amount or means of determining Rent, 
as either party reasonably desires. 

“Modification” means any abandonment, amendment, cancellation, discharge, 
extension, modification, rejection, renewal, replacement, restatement, substitution, supplement, 
surrender, termination, or waiver of a specified agreement or document, or of any of its terms or 
provisions, or the acceptance of any cancellation, rejection, surrender, or termination of such 
agreement, document, or terms. 

“Modify” means agree to, cause, make, or permit any Modification. 

“Monetary Default” means Tenant’s failure to pay any Rent or other money 
(including Real Estate Taxes and insurance premiums) when and as this Lease requires. 

“Mortgage” means any mortgage, deed of trust, security deed, contract for deed, 
deed to secure debt, or other voluntary real property (including leasehold) security instrument(s) 
or agreement(s) intended to grant real property (including leasehold) security for any obligation 
(including a purchase-money or other promissory note) encumbering the Leasehold Estate or the 
Fee Estate, as entered into, renewed, modified, consolidated, increased, decreased, amended, 
extended, restated, assigned (wholly or partially), collaterally assigned, or supplemented from time 
to time, unless and until paid, satisfied, and discharged of record, together with such associated 
financing statements, fixture filings, security agreements and related documentation as is typically 
utilized in the State for the purpose of creating and perfecting a contractual security interest in real 
property. If two or more such mortgages are consolidated or restated as a single lien or held by the 
same Mortgagee (as applicable), then all such mortgages so consolidated, restated, or shall 
constitute a single Mortgage.  A participation interest in (or partial assignment of the secured loan) 
a Mortgage does not itself constitute a Mortgage. 

“Mortgagee” means a holder of any Mortgage and its successors and assigns. 
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“Nonmonetary Default” means Tenant’s material: (a) failure to comply with any 
affirmative or negative covenant or obligation in this Lease, except a Monetary Default; or (b) 
breach of any representation or warranty (as of the date made or deemed made). 

“Nonrecourse Clause” has the meaning set forth in Section 25. 

“Notice” means any consent, demand, designation, election, notice, or request 
relating to this Lease, including any Notice of Default. Notices shall be delivered, and shall become 
effective, only in accordance with the “Notices” Article of this Lease. 

“Notice of Default” means any Notice claiming or giving Notice of a Default or 
alleged Default. 

“Notify” means give a Notice. 

“Person” means any association, corporation, Government, individual, joint 
venture, joint-stock company, limited liability company, partnership, trust, unincorporated 
organization, or other entity of any kind. (This does not limit any Transfer restriction.) 

“Preemptive Right” means any expansion, extension, purchase, or renewal option; 
right of first refusal or first offer; or other preemptive right this Lease gives Tenant. 

“Premises” has the meaning set forth in the recitals of this Lease.  

“Prime Rate” means the prime rate or equivalent “base” or “reference” rate for 
corporate loans that is from time to time: (a) published in the Wall Street Journal; or (b) if such 
rate is no longer so published or announced, then a reasonably equivalent rate published by an 
authoritative third party that Landlord and Tenant jointly designate. Notwithstanding anything to 
the contrary in this paragraph, the Prime Rate shall never exceed the Usury Limit. 

“Prohibited Lien” means any mechanic’s, vendor’s, laborer’s, or material supplier’s 
statutory lien or other similar lien arising from work, labor, services, equipment, or materials 
supplied, or claimed to have been supplied, to Tenant or any Subtenant (or anyone claiming 
through either), which lien attaches (or may attach upon termination of this Lease) to the Fee 
Estate. An Equipment Lien is not a Prohibited Lien. 

“Property Insurance” means insurance providing coverage for the Premises, the 
Building, and Building Equipment, against loss, damage, or destruction by fire and other hazards 
(except earthquake or war risk) from time to time during the Term. 

“Property Insurance Proceeds” means net proceeds (after reasonable costs of 
adjustment and collection, including Legal Costs) of Property Insurance, when and as received by 
Landlord or Tenant, excluding proceeds of Tenant’s business interruption insurance in excess of 
Rent. 

“Purchase Option” shall have the meaning set forth in Section 16.4. 
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“Real Estate Taxes” means all general and special real estate taxes (including taxes 
on FF&E, sales taxes, use taxes, and the like), assessments, municipal water and sewer rents, rates 
and charges, excises, levies, license and permit fees, fines, penalties and other governmental 
charges and any interest or costs with respect thereto, and charges for public utilities not otherwise 
payable directly by Tenant (including gas, electricity, light, heat, air conditioning, power and 
telephone and other communication services), general and special, ordinary and extraordinary, 
foreseen and unforeseen, of any kind and nature whatsoever that at any time before or during the 
Term and applicable to the Term or any part of it may be assessed, levied, imposed upon, or 
become due and payable out of or in respect of, or charged with respect to or become a lien on, the 
Premises, or any FF&E, Building Equipment or other facility used in the operation thereof, or the 
rent or income received therefrom, or any use or occupancy thereof. “Real Estate Taxes” shall not, 
however, include any of the following, all of which Landlord shall pay before delinquent or 
payable only with a penalty: (a) any franchise, income, excess profits, estate, inheritance, 
succession, transfer, gift, corporation, business, capital levy, or profits tax, or license fee, of 
Landlord; (b) any item listed in this paragraph that is levied, assessed, or imposed against the 
Premises during the Term based on the recapture or reversal of any previous tax abatement or tax 
subsidy, or compensating for any previous tax deferral or reduced assessment or valuation, or 
correcting a miscalculation or misdetermination, relating to any period(s) before the 
Commencement Date; and (c) interest, penalties, and other charges for items “a” and “b.” If at any 
time during the Term the method of taxation prevailing at the Commencement Date shall be altered 
so that any new tax, assessment, levy (including any municipal, state or federal levy), imposition, 
or charge, or any part thereof, shall be measured by or be based in whole or in part upon the 
Premises and imposed upon Landlord, then all such new taxes, assessments, levies, Real Estate 
Taxes, or charges, or the part thereof to the extent that they are so measured or based, shall be 
deemed to be included within the term “Real Estate Taxes,” to the extent that such Real Estate 
Taxes would be payable if the Premises were the only property of Landlord subject to such Real 
Estate Taxes. 

“Renewal Option” shall mean each of the options to allow the Term of this Lease 
to be extended for a Renewal Term, as more particularly described in Section 2.2 of this Lease. 

“Renewal Term” and “Renewal Terms” have the meaning set forth in Section 2.2 
of this Lease, respectively. 

“Rent” means Fixed Rent and Additional Rent. 

“Rent Commencement Date” means the first (1st) day of the seventh (7th) full 
calendar month following the Commencement Date (except that if the Rent Commencement Date 
is the first day of a calendar month, then the Rent Commencement Date shall be the first (1st) day 
of the sixth (6th) full calendar month following the Commencement Date). 

“Restoration” means, after a Loss, the alteration, clearing, rebuilding, 
reconstruction, repair, replacement, restoration, and safeguarding of the damaged or remaining 
Improvements, substantially consistent with their condition before the Loss, subject to such 
Construction as Tenant shall perform in conformity with this Lease, subject to any changes in Law 
that would limit the foregoing. 
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“Restoration Funds” means any Loss Proceeds (and deposits by Tenant) to be 
applied to Restoration. 

“Restore” means accomplish a Restoration. 

“Scheduled Expiration Date” means 11:59 p.m. on either (x) if the Commencement 
Date is not the first day of a calendar month, the last day of the sixty-sixth (66th) full calendar 
month following the Commencement Date or (y) if the Commencement Date is the first day of a 
calendar month, the date preceding the sixty-sixth (66th) month “anniversary” of the 
Commencement Date (in either case, the “Original Scheduled Expiration Date”). To the extent 
that any Automatic Extension occurs, the Scheduled Expiration Date means 11:59 p.m. on the last 
day of the applicable Renewal Term. 

“Senior,” when referring to multiple Mortgage(s), means the Mortgage that is most 
senior. Where “Senior” is used as a comparative term as against any specified Mortgage, such term 
refers to any Mortgage that is senior in lien to such specified Mortgage. If only one Mortgage 
exists, then it shall be deemed the “Senior” Mortgage of such type. 

“State” means the state of California. 

“Structure” of the Premises means only the concrete floors, footings, foundation, 
load-bearing walls, roof, roof support system, and structural steel or other structural support system 
of the Premises. 

“Sublease” means, for the Premises, any: (a) sublease; (b) agreement or 
arrangement (including a concession, license, management, or occupancy agreement) allowing 
any Person to occupy, use or possess; (c) sub-sublease or any further level of subletting; or (d) 
Modification or assignment of “a” through “c.” (Any reference to Subleases does not diminish, 
impair, limit, or waive any limit on Subleases.) 

“Substantial Casualty” means a Casualty that: (a) renders 10% or more of the 
Premises used for a general acute care hospital facility not capable of being used or occupied; (b) 
requires Restoration whose cost Tenant reasonably estimates in writing would exceed Two Million 
Dollars ($2,000,000); or (c) pursuant to Law, prevents the Premises from being Restored to the 
same bulk, and for the same use(s), as before the Casualty. 

“Substantial Condemnation” means any Condemnation that (a) takes the entire 
Premises; (b) in Tenant’s reasonable determination renders the remaining Premises Uneconomic; 
or (c) occurs less than two (2) years before the end of the Term. 

“Subtenant” means any Person entitled to occupy, use, or possess any Premises 
under a Sublease. 

“Temporary Condemnation” means a Condemnation of the temporary right to use 
or occupy all or part of the Premises. 

“Tenant” has the meaning set forth in the opening paragraph of this Lease.  
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“Term” means the Initial Term and, if applicable, the Renewal Term(s). 

“Tower” shall have the meaning set forth in Section 16.4. 

 “Transfer” of any property means any of the following, whether by operation of 
law or otherwise, whether voluntary or involuntary, and whether direct or indirect: (a) any 
assignment, conveyance, grant, hypothecation, mortgage, pledge, sale, or other transfer, whether 
direct or indirect, of all or any part of such property, or of any legal, beneficial, or equitable interest 
or estate in such property or any part of it (including the grant of any easement, lien, or other 
encumbrance); (b) any conversion, exchange, issuance, modification, reallocation, sale, or other 
transfer of any direct or indirect Equity Interest(s) in the owner of such property by the holder of 
such Equity Interest(s); (c) any transaction described in “b” affecting any Equity Interest(s) or any 
other interest in such property or in any such owner (or in any other direct or indirect owner at any 
higher tier of ownership) through any manner or means whatsoever; or (d) any transaction that is 
in substance equivalent to any of the foregoing. A transaction affecting Equity Interests, as referred 
to in clauses “b” through “d,” shall be deemed a Transfer by Tenant even though Tenant is not 
technically the transferor. A “Transfer” shall not, however, include any of the foregoing (provided 
that the other party to this Lease has received Notice thereof) transactions affecting Equity 
Interests: (a) that constitutes a mere change in form of ownership with no material change in 
beneficial ownership and is a tax-free transaction under federal income tax law and the State real 
estate transfer tax; (b) to member(s) of the immediate family(ies) of the transferor(s) or trusts for 
their benefit; or (c) to any Person that, as of the Commencement Date, holds an Equity Interest in 
the entity whose Equity Interest is being transferred. 

“Trust Funds” means any funds that this Lease requires or allows Landlord (or 
anyone acting for Landlord) to hold, and in which Tenant has an interest. 

“Unavoidable Delay” means delay in performing any obligation under this Lease 
(except payment of money) arising from or on account of any cause whatsoever beyond the 
obligor’s reasonable control, despite such obligor’s reasonable diligent efforts, including industry-
wide strikes, labor troubles or other union activities (but only to the extent such actions affect 
similar premises at that time and do not result from an act or omission of the obligor), the obligor’s 
inability to obtain required labor or materials after commercially reasonable efforts to do so, 
litigation (unless caused by the obligor), Loss, accidents, Laws, governmental preemption, war, or 
riots. Unavoidable Delay shall exclude delay caused by the obligor’s financial condition, 
illiquidity, or insolvency. Any obligor claiming Unavoidable Delay shall Notify the obligee: (a) 
within 30 days after such obligor knows of any such Unavoidable Delay; and (b) within 10 days 
after such Unavoidable Delay ceases to exist. To be effective, any such Notice must describe the 
Unavoidable Delay in reasonable detail. Where this Lease states that performance of any 
obligation is subject to Unavoidable Delay(s) or words of similar import, such Unavoidable 
Delay(s) shall extend the time for such performance only by the number of days by which such 
Unavoidable Delay(s) actually delayed such performance. 

“Uneconomic” means that the Premises or any substantial part of the Premises: (1) 
is materially diminished in value or utility; (2) cannot be used for its previously intended purpose; 
(3) is subject to material impairment of access to, parking facilities benefiting, or any material 
service(s) necessary or appropriate for economic operation; (4) requires Restoration whose cost 
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Tenant reasonably estimates in writing would exceed the then-current aggregate Market Value of 
the Premises; (5) does not comply with any operating requirements under any hospital license held 
by Tenant; (6) cannot reasonably be operated as a general acute care hospital, whether in a manner 
substantially consistent with past practice or on a scale that is smaller but nevertheless profitable 
(after taking into account the payment of all expenses, including Rent as adjusted after any 
Condemnation) and reasonably feasible; or (7) cannot be developed or operated in a commercially 
reasonable manner.  

“Usury Limit” means the highest rate of interest, if any, that Law allows under the 
circumstances. 

“Valuation Consultant” means Deloitte Financial Advisory Services LLP or 
another third-party valuation consultant mutually agreed upon between Landlord and Tenant. 

“Waiver of Subrogation” means a provision in, or endorsement to, any Property 
Insurance policy, by which the carrier agrees to waive rights of recovery by way of subrogation 
against either party to this Lease for any loss such policy covers. 

2.     Term 

.   

2.1   Initial Term 

.  The initial term of this Lease (the “Initial Term”) shall:  (a) commence on the 
Commencement Date; and (b) continue until the Original Scheduled Expiration Date, unless 
terminated sooner. 

2.2   Renewal Options 

.  Unless Tenant shall have given Landlord written Notice, not less than two 
hundred seventy (270) days prior to the Original Scheduled Expiration Date, of Tenant’s election 
not to have the term of this Lease extend, at the expiration of the Initial Term the term of this Lease 
shall automatically extend (the “First Automatic Extension”) for an additional five (5) year period 
(the “First Renewal Term”) upon all the same terms and conditions (except as this Lease otherwise 
expressly states).  Unless Tenant shall have given Landlord written Notice, not less than two 
hundred seventy (270) days prior to then Scheduled Expiration Date, of Tenant’s election not to 
have the term of this Lease extend, (a) at the expiration of the First Renewal Term the term of this 
Lease shall automatically extend (the “Second Automatic Extension”) for an additional five (5) 
year period (the “Second Renewal Term”), (b) at the expiration of the Second Renewal Term the 
term of this Lease shall automatically extend (the “Third Automatic Extension”) for an additional 
five (5) year period (the “Third Renewal Term”), (c) at the expiration of the Third Renewal Term 
the term of this Lease shall automatically extend (the “Fourth Automatic Extension”) for an 
additional five (5) year period (the “Fourth Renewal Term”), and (d) at the expiration of the Fourth 
Renewal Term the term of this Lease shall automatically extend (the “Fifth Automatic Extension” 
and, together with the First Automatic Extension, the Second Automatic Extension, the Third 
Automatic Extension and the Fourth Automatic Extension, collectively, the “Automatic 
Extensions” and each, an “Automatic Extension”) for an additional approximately four (4) year 
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and six (6) month period ending on the day immediately preceding the thirtieth (30th) anniversary 
of the Commencement Date (the “Fifth Renewal Term”, and, together with the First Renewal 
Term, the Second Renewal Term, the Third Renewal Term and the Fourth Renewal Term, 
collectively, the “Renewal Terms” and each, a “Renewal Term”), in each case upon all the same 
terms and conditions (except as this Lease otherwise expressly states).  After the Fifth Renewal 
Term, Tenant shall have no further right to renew or extend the Term.  Tenant shall use 
commercially reasonable efforts to contemporaneously deliver to the indenture trustee and/or 
paying agent under the Bonds (“Bond Trustee”) a copy of any written Notices given to Landlord 
pursuant to this Section 2.2. 

3.     Rent 

. 

3.1   Fixed Rent 

. Tenant shall pay Landlord during the first Lease Year of the Initial Term, without 
notice or demand, in lawful money of the United States of America, a net annual rental equal to 
Two Million Three Hundred Thirty-Five Thousand Dollars ($2,335,000.00) (the “Fixed Rent”).  
For each successive Lease Year during the Initial Term and, if applicable, the Renewal Term, the 
Fixed Rent shall be equal to the product of (a) the Fixed Rent for the immediately preceding Lease 
Year multiplied by (b) the CPI Adjustment Factor, provided that in no event will the Fixed Rent 
ever be an amount less than the initial annual Fixed Rent of Two Million Three Hundred Thirty-
Five Thousand Dollars ($2,335,000.00).  The foregoing notwithstanding, at any time mutually 
agreed upon by Landlord and Tenant, so long as such time occurs prior to the expiration of the 
ninth (9th) Lease Year of the Term and so long as the Tower construction appears likely to be 
completed by Landlord on or before the tenth (10th) anniversary of the Commencement Date, 
Landlord and Tenant may engage the Valuation Consultant to determine the fair market rent for 
the Premises, inclusive of the Tower, assuming, for purposes of such determination, that the Tower 
were then completed with all Approvals issued for its opening and operation (the “Adjusted Fixed 
Rent”).  Provided that this Lease has not earlier terminated, on the later of (i) the first day of the 
Second Renewal Term and (ii) the date on which the construction of the Tower is fully completed 
and all Approvals have been issued for its opening and operation by Tenant together with the rest 
of the Premises pursuant to this Lease, the Fixed Rent shall be adjusted to be equal to the Adjusted 
Fixed Rent[, with subsequent annual adjustments as described in the second sentence of this 
Section 3.1. 

3.2   Payment; Proration; Etc. 

  Tenant shall pay Fixed Rent in equal monthly installments in advance on the first 
day of each month, beginning on the Rent Commencement Date. Tenant shall pay all Rent payable 
to Landlord by good and sufficient check payable to Landlord or by wire transfer, at such address 
as Landlord shall designate from time to time. 

3.3   Additional Rent 

. In addition to Fixed Rent, Tenant shall pay Landlord, as additional rent under this 
Lease, all Additional Rent. 
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3.4   Offsets 

. Except as expressly provided in this Lease, Tenant shall pay all Rent without 
offset, defense, claim, counterclaim, reduction, or deduction of any kind whatsoever; provided, 
however, that Landlord hereby expressly authorizes Tenant, at Tenant’s sole discretion, to the 
fullest extent allowed by applicable law, at any time and from time to time, to set off against and/or 
withhold from the Rent payable pursuant to this Lease, any sum or sums necessary to satisfy all or 
any portion of any outstanding and due or delinquent obligation of Landlord owed to Tenant or an 
Affiliate of Tenant pursuant to (a) that certain asset purchase agreement to be entered into by 
Landlord and Tenant (the “Asset Purchase Agreement”), including, without limitation, any 
indemnification obligations described in the Asset Purchase Agreement; the initial amount(s) to 
be offset pursuant to this clause (a), as of the date hereof, is attached hereto as Schedule 3.4; (b) 
that certain Debtor-in-Possession Credit Agreement dated as of August 8, 2018, by and between 
AH, as lender, and Landlord, as borrower (the “Credit Agreement”), including, without limitation, 
the loans provided pursuant thereto; the initial amount(s) to be offset pursuant to this clause (b), 
as of the date hereof, is attached hereto as Schedule 3.4; and (c) any other document, instrument 
or agreement entered into by Landlord in connection with the Asset Purchase Agreement or the 
Credit Agreement; the initial amount to be offset pursuant to this clause (c), as of the date hereof, 
is attached hereto as Schedule 3.4; provided that, (w) concurrently with the execution of the Asset 
Purchase Agreement, Landlord and Tenant shall enter into an amendment of this Lease to update 
Schedule 3.4 to include the offset amounts that exist as of the Commencement Date; (x) beginning 
with the first month of the second Lease Year of the Term, the amount set off in any calendar 
month by Tenant against Rent pursuant to this Section 3.4 shall not exceed fifty percent (50%) of 
the Rent payable under this Lease for such month; (y) Tenant shall utilize its right of set-off 
pursuant to this Section 3.4 first with respect to any amounts permitted to be set off pursuant to 
this Section 3.4 other than amounts due and payable under the Credit Agreement before setting off 
the amounts then due and payable under the Credit Agreement; and (z) to the extent that Tenant 
intends to set off against Rent, pursuant to this Section 3.4, any amounts not shown on Schedule 
3.4 and not arising pursuant to clause (x) of Section 7.1 of this Lease, Tenant shall first give 
Landlord not less than thirty (30) days’ Notice of the amount of such offset and the reason therefor 
prior to applying such offset pursuant to this Section 3.4. 

3.5   Late Charges 

. In the event the Fixed Rent or other sums due under this Lease are received more 
than five (5) days after the due date, Tenant agrees to pay to Landlord as Additional Rent a late charge 
equal to 5% of the amount due, not to exceed Five Hundred Dollars ($500.00) but in no event less 
than Fifty Dollars ($50.00).  This does not create a grace period.  Tenant further agrees to pay 
Landlord any costs incurred by Landlord in effecting the collection of such past due Rent and late 
charge including but not limited to fees of an attorney, court costs or collection agency fees.  Nothing 
herein contained shall limit any other remedy of Landlord. 

4.     Real Estate Taxes; Other Payments 

. 

4.1   Real Estate Taxes 
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. Tenant shall pay and discharge all Real Estate Taxes payable or accruing for all 
period(s) within the Term, before failure to pay creates a material risk to Landlord of forfeiture or 
penalty, subject however to Tenant’s right of Contest as this Lease expressly provides. Tenant 
shall also pay all interest and penalties any Government assesses for late payment of any Real 
Estate Taxes, except late payment because Landlord failed to remit any payment for Real Estate 
Taxes (paid to Landlord by Tenant) in accordance with Tenant’s reasonable instructions or failed 
to promptly forward Tenant a copy of any applicable bill that Landlord receives. In the latter case 
Landlord shall pay such interest and penalties. Tenant shall within a reasonable time after Notice 
from Landlord give Landlord reasonable proof that Tenant has paid any Real Estate Taxes that this 
Lease requires Tenant to pay. Tenant shall have the sole right and authority to Contest Real Estate 
Taxes, in compliance with the Contest Conditions.  Notwithstanding the foregoing, (a) Landlord 
acknowledges and agrees that, as of the Commencement Date, certain Real Estate Taxes are not 
payable with respect to the Premises due to the tax-exempt status of both Landlord and Tenant; (b) 
Landlord covenants and agrees that it shall not take any action, or fail to take any action (including, 
without limitation, the failure to cooperate with Tenant to file for Tenant’s organizational clearance 
certificate with the California Board of Equalization), which shall result in the Premises becoming 
subject to such Real Estate Taxes; (c) Landlord covenants and agrees that it shall not take any 
action, or fail to take any action, which shall result in the Premises becoming subject to additional 
Real Estate Taxes; and (d) in the event that Landlord breaches the covenants in clauses (b) and (c) 
and Real Estate Taxes are imposed on the Premises as a result thereof, Landlord shall be solely 
responsible for the payment of such Real Estate Taxes and Tenant shall have no liability or 
obligation hereunder with respect thereto. 

4.2   Assessments in Installments 

. To the extent Law allows, Tenant may apply to have any assessment payable in 
installments. Tenant shall then pay and discharge only such installments as become due and 
payable during the Term. 

4.3   Utilities 

. Tenant shall arrange and pay for all fuel, gas, light, power, water, sewage, garbage 
disposal, telephone, and other utility charges, and the expenses of maintenance, use, and service 
in connection with the foregoing, for the Premises during the Term. Landlord shall have absolutely 
no liability or responsibility for the foregoing, provided that Landlord performs its obligations 
regarding any related Application. 

4.4 Triple Net Lease.  The parties intend that this Lease shall be a true triple net 
lease and that except for such costs or expenses which are expressly set forth herein as the 
obligation of Landlord, all cost, fees and expenses associated with the Premises and the use or 
maintenance of the Premises shall be the responsibility of and shall be paid by Tenant. 

5.     Use 

. 

5.1   Permitted Use 



17 
US-DOCS\101963615.14 

. Tenant shall use the Premises for the operation of a general acute care hospital 
(the “Mandated Use”), including outpatient services and rural health clinics, and any other lawful 
purpose (collectively, the “Medical Business”). 

5.2   Exclusive Control 

. Tenant shall have exclusive control, possession, occupancy, use, and management 
of the Premises.  Tenant shall have full and complete charge, authority and control of the 
administration, management and operation of the Medical Business at the Premises.  Tenant shall 
have the right and authority to determine all business, technical and professional policies relating 
to the operation of the Medical Business, with no restrictions, qualifications or supervision by 
Landlord.  Tenant shall determine the financial policy of the Medical Business and shall have 
complete power to fix, control and regulate the charges and collections made for services therein.  
In fixing such charges, Tenant shall apply its best judgment and be controlled by applicable State 
and federal regulatory statutes and rules. 

5.3   Character of Service 

.  Tenant is a nonprofit charitable corporation which furthers the mission of the 
Seventh-day Adventist Church.  As such, it operates under certain defined principles and 
objectives in the operation and management of its health care facilities.  Tenant desires to maintain 
an atmosphere consistent with its beliefs.  Landlord understands and agrees that the Medical 
Business shall be operated in accordance with the characteristics of Seventh-day Adventist medical 
facilities, subject to Tenant’s covenants set forth in Section 6.1 of this Lease. 

5.4    Bonds 

.  Tenant acknowledges that the Premises were improved or constructed in part with 
funds from Landlord’s (i) $15,000,000 Tulare Local Health Care District (Tulare County, 
California) General Obligation Bonds, Election of 2005, Series A (2007); (ii) $8,595,000 Tulare 
Local Health Care District (Tulare County, California) General Obligation Bonds, Election of 
2005, Series B-1 (2009)(Tax-Exempt); (iii) the $61,405,000 Tulare Local Health Care District 
(Tulare County, California) General Obligation Bonds, Election of 2005, Series B-2 (2009) 
(Federally Taxable-Direct Payment Build America Bonds) (such series noted in clause (iii) hereof, 
the “Build America Bonds”); and (iv) $17,850,000 Tulare Local Healthcare District (Tulare 
County, California) Refunding Revenue Bonds, Series 2007 (collectively, the “Bonds”), and that 
until the Bonds have been repaid in accordance with their terms, the Premises are subject to certain 
restrictions and covenants set forth in the Bond documents that are intended to ensure preservation 
of the tax-exempt status of the Bonds, as applicable, pursuant to the Internal Revenue Code of 
1986, as amended (the “Code”), and to otherwise satisfy all requirements of the Code related to 
the Build America Bonds pursuant to the Code (the “Bond Covenants”).  Tenant agrees that it will 
not use the Premises or Transfer, assign or sublease the Premises, or take or omit to take any other 
action, in each case in any manner that breaches the Bond Covenants.  Landlord agrees that it will 
comply with all Bond Covenants, including, without limitation, the covenants contained in Section 
5.05 of each of the Landlord resolutions authorizing the Bonds (or any similar section in the 
Landlord resolutions containing covenants to maintain the tax-exempt status of the Bonds), the 
covenants contained in Section 6.13 of each of the indentures governing the Bonds (or other section 
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of any bond indenture or other agreement containing covenants to maintain the tax-exempt status 
of any of the Bonds) and in any Tax Exemption Certificate and Agreement, Certificate as to 
Arbitrage or similarly titled tax agreement or certificate executed and delivered in conjunction 
with the issuance of the Bonds. 

5.5   Mandated Use 

. Tenant’s failure to operate the Premises for the Mandated Use, other than as the 
result of Loss or other Unavoidable Delay, shall constitute a Default. 

6.     Compliance 

. 

6.1   Generally 

. Tenant shall during the Term, at Tenant’s expense, in all material respects, subject 
to Tenant’s right of Contest: (a) comply with all Laws and (b) procure and comply with all 
Approvals required by Law. 

6.2   Copies of Notices 

. Landlord shall promptly give Tenant a copy of any notice of any kind regarding 
the Premises or any Real Estate Taxes (including any bill or statement), and any notice of 
nonrenewal or threatened nonrenewal of any Approval that Landlord receives from any 
Government, utility company, insurance carrier, or insurance rating bureau. 

7.     Maintenance and Construction 

. 

7.1   Obligation to Maintain 

. Except to the extent that (a) this Lease otherwise expressly provides or allows or 
(b) Tenant is performing Construction in compliance with this Lease, Tenant shall during the Term 
keep and maintain the Premises in good order, condition, and repair, subject to Loss (governed by 
other provisions of this Lease), reasonable wear and tear, and any other condition that this Lease 
does not require Tenant to repair. Tenant’s obligation to maintain the Premises includes an 
obligation to make all repairs that the Premises may require by Law from time to time during the 
Term, whether foreseen or unforeseen, capital or operating; provided, however, that (x) if the 
Premises require any capital improvements or capital expenditures to maintain the Premises in 
good order, condition and repair, as agreed to by both parties, or in compliance with applicable 
Law (other than as provided in the last sentence of this Section 7.1), Tenant shall effect such capital 
improvements and/or expenditures and, to the extent that Tenant or AH shall pay the cost of same, 
offset the cost of such capital improvements and/or expenditures against the Rent payable pursuant 
to this Lease, and (y) Landlord, and not Tenant, shall pay any and all construction costs for the 
matters described on Schedule 7.1.  Notwithstanding anything to the contrary contained herein, 



19 
US-DOCS\101963615.14 

Landlord, and not Tenant, shall be solely responsible for the compliance of the Premises with any 
Laws relating to seismic performance standards. 

7.2   Construction 

. At Tenant’s sole cost and expense, Tenant may perform any Construction not 
otherwise required under this Lease as Tenant shall consider necessary or appropriate, (x) with 
Notice to Landlord but without Landlord’s consent if the cost of such Construction is equal to or 
less than the Construction Threshold, and (y) otherwise with Landlord’s prior written consent, 
which consent Landlord shall not unreasonably withhold.  To the extent that Tenant commences 
any Construction, Tenant shall complete it with reasonable diligence and within a reasonable 
period. Tenant shall pay for all Construction when and as required by the parties that perform such 
Construction. Tenant shall timely obtain and promptly deliver to Landlord, for Landlord’s 
information, all Approvals necessary or appropriate for any Construction. All Improvements that 
Tenant constructs on the Land shall become part of the Premises. 

7.3   Plans and Specifications 

. To the extent that Tenant obtains plans and specifications or surveys (including 
working plans and specifications and “as-built” plans and specifications and surveys) for any 
Construction, Tenant shall promptly upon Landlord’s request give Landlord a copy, subject to the 
terms of any agreement between Tenant and the applicable architect, engineer, or surveyor. 

7.4   Applications and Approvals 

. Tenant shall apply to each applicable Government for such Approvals as any 
Construction undertaken by Tenant shall require.  Upon Tenant’s request, Landlord shall, without 
cost to Landlord, promptly join in and execute any Application as Tenant reasonably requests, and 
otherwise reasonably cooperate with Tenant in obtaining Approvals, provided that such 
Application is in customary form and imposes no material obligations (beyond obligations 
ministerial in nature or merely requiring compliance with Law) upon Landlord. Landlord grants 
to Tenant a power of attorney, coupled with an interest, and therefore irrevocable, to sign on 
Landlord’s behalf any Application that this Lease requires Landlord to sign. Promptly upon 
Tenant’s request and without charge, Landlord shall furnish all information in its possession that 
Tenant reasonably requests for any Application.  Landlord assumes no liability by cooperating 
with any Construction undertaken by Landlord. 

7.5   Landlord Nonopposition 

.  Landlord shall not appear in opposition to any Application brought, sought, or 
defended by Tenant before any Government arising out of any Application consistent with this 
Lease. 

8.     Mortgages 

. 

8.1   Execution of Leasehold Mortgages 
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. Tenant shall have the right, from time to time, subject to Landlord’s prior written 
consent (which consent shall not be unreasonably withheld) and subject to Section 5.4 hereof, to 
execute one or more Leasehold Mortgages.  Any Leasehold Mortgage shall be subordinate to 
Landlord’s Fee Estate.   

8.2   Covenants of Landlord 

. If Tenant shall execute a Leasehold Mortgage, Landlord agrees that so long as any 
Leasehold Mortgage shall remain unsatisfied of record or until written Notice of satisfaction is 
given by the holders of any such Leasehold Mortgage to Landlord, the following provisions shall 
apply: 

8.2.1   There shall be no cancellation (except as a result of Tenant’s 
Default, after compliance with the provisions of this Article 8), surrender or Modification of this 
Lease by joint action of Landlord and Tenant without the prior written consent in writing of each 
Mortgagee. 

8.2.2   Landlord shall, upon serving Tenant with any Notice of Default, 
simultaneously serve a copy of the Notice upon each Mortgagee of which Landlord has received 
written Notice.   

8.2.3   Each Mortgagee shall have the right, but not the obligation, at any 
time prior to termination of this Lease, to pay all of the Rent due hereunder, with all due interest 
and late charges, to effect any insurance, to pay any taxes or assessments, to make any repairs or 
improvements, to do any other act or thing required of Tenant hereunder, and to do any act or 
thing which may be necessary and proper to be done in the performance and observance of the 
agreements, covenants and conditions hereof to prevent termination of this Lease.  As against 
Landlord, any Mortgagee and its agents and contractors shall have full access to the Premises for 
purposes of accomplishing any of the foregoing, provided that the Mortgagee shall give Landlord 
not less than ten (10) days prior written Notice of any work to be performed on the Premises by 
the Mortgagee or its agents and contractors, to allow Landlord to post a notice of 
nonresponsibility or any similar notice on the Premises.  Any of the foregoing done by any 
Mortgagee shall be as effective to prevent a termination of this Lease as the same would have 
been if done by Tenant. 

8.2.4   Anything contained in this Lease notwithstanding, if any Event of 
Default shall occur which, pursuant to any provision of this Lease, purportedly entitles Landlord 
to terminate this Lease, Landlord shall not be entitled to terminate this Lease, and the Notice 
shall be rendered void, if the Mortgagee shall cure the Default within (i) sixty (60) days after 
Notice as to any failure of Tenant to perform a monetary obligation when due under this Lease 
(the parties agreeing, that for purposes of this Lease, a “monetary obligation” shall mean the 
payment of Rent payable under this Lease, or any other monetary obligation required of Tenant 
under this Lease whether payable to Landlord or to any third party), or (ii) ninety (90) days after 
Notice as to any failure of Tenant to perform a non-monetary obligation when due under this 
Lease (except that if such non-monetary obligation is not reasonably susceptible of performance 
within ninety (90) days, then such longer time following receipt of Notice as is reasonably 
necessary to perform such non-monetary obligation, including, without limitation, the time 
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required for the Mortgagee to perfect its right to cure any Non-Monetary Default by obtaining 
possession of the Premises (including possession by a receiver) or by instituting Foreclosure 
proceedings, so long as the cure is promptly commenced and the Mortgagee acts with reasonable 
and continuous diligence through to completion of such cure).  The foregoing cure periods shall 
run from the giving of Notice of Tenant’s failure by Landlord to the Mortgagee and may run 
concurrently (either in whole or in part) with the time provided for Tenant’s cure of such failure.  
As used in this Lease, “Foreclosure” shall mean judicial foreclosure of a Leasehold Mortgage, 
sale under a power of sale given in a Leasehold Mortgage, and all other remedies provided by 
law or equity or specified in the Leasehold Mortgage and enforceable in the State at the time of 
the foreclosure for divesting the obligor of title in the event of the obligor’s default under the 
Leasehold Mortgage or the obligation it secures.   

8.2.5   All rights of Landlord to terminate this Lease as the result of the 
occurrence of any Event of Default under this Lease, shall be subject to, and conditioned upon, 
Landlord having first given to each Mortgagee written Notice of the Event of Default as required 
under Section 8.2.4, and such Mortgagees having failed to remedy such Event of Default or 
acquire Tenant’s Leasehold Estate hereunder or commence Foreclosure or other appropriate 
proceedings in the nature thereof as set forth in Section 8.2.4. 

8.2.6   If any Mortgagee is prohibited from commencing or prosecuting 
Foreclosure or other appropriate proceedings in the nature thereof by any process or injunction 
issued by any court or by reason of any action by any court having jurisdiction of any bankruptcy 
or insolvency proceeding involving Tenant, the times specified in Section 8.2.4 for commencing 
or prosecuting Foreclosure or other proceedings shall be extended for the period of the 
prohibition, provided that the Mortgagee shall have fully cured any Event of Default in the 
payment of any monetary obligations of Tenant under this Lease and shall continue to pay 
currently those monetary obligations as and when the same fall due.   

8.2.7   Landlord agrees that the names of each Mortgagee may be added 
by Tenant to the “Loss Payable Endorsement” of any and all insurance policies required to be 
carried by Tenant under this Lease on condition that the insurance proceeds are to be applied in 
the manner specified in this Lease. 

8.3   New Lease 

. Landlord agrees that in the event of termination of this Lease by reason of the 
rejection hereof by Tenant or a trustee for Tenant in a voluntary or an involuntary case under the 
Bankruptcy Laws, or in the event of a Foreclosure by a Mortgagee, subject to Section 5.4 hereof, 
Landlord will enter into a new lease of the Premises with the most Senior Mortgagee requesting a 
new lease for the remainder of the Lease Term, effective as of the date of such termination, at the 
rent, and upon the terms, provisions, covenants and agreements as herein contained provided: 

8.3.1   The Senior Mortgagee shall make written request upon Landlord 
for the new lease within sixty (60) days after the date of termination, and the Senior Mortgagee 
and Landlord will execute such new lease within sixty (60) days thereafter; 
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8.3.2   The Senior Mortgagee shall pay to Landlord at the time of the 
execution and delivery of the new lease any and all sums which would, at the time of the 
execution and delivery thereof, be due and unpaid pursuant to this Lease but for its termination, 
and in addition thereto any expenses, including, without limitation, reasonable attorneys’ fees, to 
which Landlord shall have been subjected by reason of the Event of Default;  

8.3.3   The Senior Mortgagee shall perform and observe all covenants 
herein contained on Tenant’s part to be performed, and shall further remedy any other conditions 
which Tenant under the terminated Lease was obligated to perform under its terms, to the extent 
the same are curable or may be performed by the Senior Mortgagee; 

8.3.4   The tenant under the new lease shall have the same right, title and 
interest in and to all Improvements and tenant’s improvements located on the Premises as Tenant 
had under the terminated Lease immediately prior to its termination; 

8.3.5   As a condition precedent to Landlord’s obligation to execute any 
new lease pursuant to this Section, the Mortgagee shall reimburse to Landlord all costs 
reasonably incurred by Landlord in connection with the preparation, review and/or execution of 
any such new lease, including, without limitation, reasonable attorneys’ fees and expenses; and 

8.3.6   Nothing herein contained shall require any Mortgagee to enter into 
a new lease pursuant to this Section, or to cure any Default of Tenant referred to above. 

8.4   Foreclosure Not a Default 

. Foreclosure of any Leasehold Mortgage, or any sale thereunder, whether by 
judicial proceedings or by virtue of any power contained in the Leasehold Mortgage, or any 
conveyance of the Leasehold Estate hereunder from Tenant to any Mortgagee or its designee 
through, or in lieu of, Foreclosure or other appropriate proceedings in the nature thereof, shall not 
require the consent of Landlord or constitute a breach of any provision of or a Default under this 
Lease provided that it does not result in (x) a breach of Sections 5.4 or 6.1 hereof or (y) a Transfer 
of the tenant’s interest under this Lease to an entity which is, or is an affiliate of, a nonprofit, 
501(c)(3) entity that sponsors or operates fewer than three (3) hospitals in the State of California 
unless consented to by Landlord (which consent shall not be unreasonably withheld), and upon 
such Foreclosure, sale or conveyance Landlord shall recognize the purchaser or other transferee in 
connection therewith as the Tenant hereunder. 

8.5   Personal Liability 

.  In the event any Mortgagee or its designee becomes the Tenant under this Lease 
or under any new lease obtained pursuant to Section 8.3, the Mortgagee or its designee shall be 
personally liable for the obligations of Tenant under this Lease or a new lease only for the period 
of time that the Mortgagee or its designee remains the actual beneficial holder of the Leasehold 
Estate hereunder, and only to the extent provided in this Lease or such new lease. 

8.6   Insurance and Condemnation Proceeds 
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.  Subject to the provisions of this Lease directing the application of such funds, the 
Senior Mortgagee may reserve the right to apply to its Leasehold Mortgage debt all, or any part, 
of Tenant’s share of the proceeds from any insurance policies or any Condemnation Award arising 
from a Condemnation pursuant to the provisions of such Leasehold Mortgage. 

8.7   Notice of Proceeding 

.  The parties hereto shall give all Mortgagees Notice of any arbitration, litigation, 
or Condemnation proceedings, or of any pending adjustment of insurance claims as each may 
relate to the Premises, and any Mortgagee shall have the right to intervene therein and to be made 
a party to such proceedings.  The parties hereto do hereby consent to such intervention.  In the 
event that any such Mortgagee shall not elect to intervene or become a party to the proceedings, 
such Mortgagee shall receive Notice and a copy of any award or decision made in connection 
therewith, but any such intervention shall not diminish Landlord’s rights under this Lease. 

8.8   Fee Mortgage 

.  Landlord shall not have any right to execute, deliver or record a Fee Mortgage 
during the Term of this Lease.  Landlord represents and warrants that no Fee Mortgage exists as 
of the date hereof and Landlord covenants not to enter into any Fee Mortgage prior to the 
commencement date. 

9.     Prohibited Liens 

. 

9.1   Tenant’s Covenant 

. If a Prohibited Lien is filed then Tenant shall, within 30 days after receiving Notice 
from Landlord of such filing (but in any case within 15 days after receipt of Notice from Landlord 
of commencement of foreclosure proceedings), commence appropriate action to cause such 
Prohibited Lien to be paid, discharged, bonded, or cleared from title. Tenant shall thereafter 
prosecute such action with reasonable diligence and continuity. If Landlord receives notice of any 
such filing, then Landlord shall promptly Notify Tenant. Nothing in this Lease shall be construed 
to: (a) limit Tenant’s right of Contest; or (b) obligate Tenant regarding any lien that results from 
any act or omission by Landlord. If any Subtenant causes a Prohibited Lien, then Tenant’s 
obligations under this paragraph shall be suspended so long as both: (a) Tenant is with reasonable 
diligence endeavoring to cause the Subtenant to remove the Prohibited Lien; and (b) the holder of 
the Prohibited Lien has not commenced foreclosure proceedings. 

9.2   Protection of Landlord 

. NOTICE IS HEREBY GIVEN THAT LANDLORD SHALL NOT BE LIABLE 
FOR ANY LABOR OR MATERIALS FURNISHED OR TO BE FURNISHED TO TENANT 
UPON CREDIT, AND THAT NO MECHANIC’S OR OTHER LIEN FOR ANY SUCH LABOR 
OR MATERIALS SHALL ATTACH TO OR AFFECT THE FEE ESTATE. NOTHING IN THIS 
LEASE SHALL BE DEEMED OR CONSTRUED IN ANY WAY TO CONSTITUTE 
LANDLORD’S CONSENT OR REQUEST, EXPRESS OR IMPLIED, BY INFERENCE OR 
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OTHERWISE, TO ANY CONTRACTOR, SUBCONTRACTOR, LABORER, EQUIPMENT OR 
MATERIAL SUPPLIER FOR THE PERFORMANCE OF ANY LABOR OR THE 
FURNISHING OF ANY MATERIALS OR EQUIPMENT FOR ANY CONSTRUCTION, NOR 
AS GIVING TENANT ANY RIGHT, POWER OR AUTHORITY TO CONTRACT FOR, OR 
PERMIT THE RENDERING OF, ANY SERVICES, OR THE FURNISHING OF ANY 
MATERIALS THAT WOULD GIVE RISE TO THE FILING OF ANY LIENS AGAINST THE 
FEE ESTATE. TENANT SHALL INDEMNIFY LANDLORD AGAINST ANY 
CONSTRUCTION UNDERTAKEN BY TENANT OR ANYONE CLAIMING THROUGH 
TENANT, AND AGAINST ALL PROHIBITED LIENS.  

10.     Hazardous Substances 

. 

10.1   Restrictions 

. Tenant shall not cause on, under or at the Premises during the Term: (a) any 
material violation of any Environmental Law; or (b) the use, generation, release, manufacture, 
refining, production, processing, storage, or disposal of any Hazardous Substance, or 
transportation to or from the Premises of any Hazardous Substance, unless in compliance with all 
applicable Environmental Laws. 

10.2   Compliance; Clean-Up 

. Tenant shall, at Tenant’s expense: (a) comply with Environmental Law in 
connection with its operations and, to the extent Environmental Law requires, clean up any 
Hazardous Substance Discharge on, at, or under the Premises caused or exacerbated by Tenant or 
any of Tenant’s People; (b) make all submissions to, deliver all information required by, and 
otherwise fully comply with all requirements of any Government under Environmental Laws in 
connection with its operations; (c) if any Government requires any clean-up plan or clean-up 
because of a Hazardous Substances Discharge caused or exacerbated by Tenant or any of Tenant’s 
People, prepare and submit the required plans and all related bonds and other financial assurances; 
(d) promptly and diligently carry out all such clean-up plans; and (e) Indemnify Landlord against 
any Hazardous Substances Discharge caused or exacerbated by Tenant or any of Tenant’s People 
or violation of Environmental Law caused by Tenant or any of Tenant’s People. Landlord shall, at 
Landlord’s expense: (a) comply with Environmental Law and, to the extent Environmental Law 
requires, clean up any Hazardous Substance Discharge on, at, or under the Premises caused or 
exacerbated by Landlord or any of Landlord’s People or predating the Commencement Date; 
(b) make all submissions to, deliver all information required by, and otherwise fully comply with 
all requirements of any Government under Environmental Laws; (c) if any Government requires 
any clean-up plan or clean-up because of a Hazardous Substances Discharge caused or exacerbated 
by Landlord or any of Landlord’s People or predating the Commencement Date, prepare and 
submit the required plans and all related bonds and other financial assurances; (d) promptly and 
diligently carry out all such clean-up plans; and (e) Indemnify Tenant against any Hazardous 
Substances Discharge caused or exacerbated by Landlord or any of Landlord’s People or predating 
the Commencement Date or violation of Environmental Law caused by Landlord or any of 
Landlord’s People or predating the Commencement Date, in either case, whether known or 
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unknown. Any party’s obligations under this paragraph shall not limit such party’s rights against 
third parties. With respect to either party hereto, its “People” means its agents, employees, 
contractors, officers, directors, consultants and representatives. 

11.     Indemnification; Liability of Landlord. 

11.1   Obligations 

. Landlord and Tenant shall each Indemnify the other against any: (a) wrongful act, 
wrongful omission, or negligence of the Indemnitor (and anyone claiming by or through the 
Indemnitor) or its or their partners, members, directors, officers, or employees; (b) breach or 
default by the Indemnitor under this Lease; or (c) breach of any representation or warranty made 
by Indemnitor in this Lease. In addition, Tenant shall Indemnify Landlord against the following 
during the Term: (w) any Contest Tenant initiates; (x) any Application made at Tenant’s request; 
(y) any Construction undertaken by Tenant and any agreements that Tenant (or anyone claiming 
through Tenant) makes for any such Construction; and (z) any accident, injury or damage 
whatsoever caused to any person in or on the Premises or upon or under the sidewalks adjoining 
the Premises. Notwithstanding anything to the contrary in this Lease, no Indemnitor shall be 
required to Indemnify any Indemnitee regarding the Indemnitee’s intentional acts or omissions or 
negligence. This paragraph does not apply to Environmental Law and Hazardous Substances 
Discharges, which are covered elsewhere. 

11.2   Liability of Landlord 

. During the Term: (a) Tenant is and shall be in exclusive control and possession of 
the Premises; and (b) Landlord shall not be liable for any injury or damage to any property (of 
Tenant or any other Person) or to any person occurring on or about the Premises, unless caused by 
Landlord’s intentional act, omission, or Landlord’s negligence.  Nothing in this Lease shall be 
construed to exculpate, relieve, or Indemnify Landlord from or against any liability of Landlord: 
(y) to third parties existing at or before the Commencement Date; or (z) arising from Landlord’s 
intentional acts or omissions or Landlord’s negligence. 

11.3   Indemnification Procedures 

. Wherever this Lease requires any Indemnitor to Indemnify any Indemnitee: 

11.3.1  Prompt Notice. Indemnitee shall promptly Notify Indemnitor of any 
claim.  If Indemnitee fails to give prompt Notice, then to the extent, and only to the extent, such 
failure materially prejudices Indemnitor, Indemnitor shall be relieved of its indemnity obligations 
for such claim. 

11.3.2  Selection of Counsel. Indemnitor shall select counsel reasonably 
acceptable to Indemnitee. Counsel to Indemnitor’s insurance carrier shall be deemed satisfactory. 
Even though Indemnitor shall defend the action, Indemnitee may, at its option and its own expense, 
engage separate counsel to advise it regarding the claim and its defense. Such counsel may attend 
all proceedings and meetings. Indemnitor’s counsel shall actively consult with Indemnitee’s 
counsel. Indemnitor and its counsel shall, however, fully control the defense. 
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11.3.3  Cooperation. Indemnitee shall reasonably cooperate with 
Indemnitor’s defense, provided Indemnitor reimburses Indemnitee’s actual reasonable out of 
pocket expenses (including Legal Costs) in providing such cooperation. 

11.3.4  Settlement. Indemnitor may, with Indemnitee’s consent, not to be 
unreasonably withheld, settle the claim. Indemnitee’s consent shall not be required for any 
settlement by which: (w) Indemnitor procures (by payment, settlement, or otherwise) a release of 
Indemnitee by which Indemnitee need not make any payment to the claimant; (x) neither 
Indemnitee nor Indemnitor on behalf of Indemnitee admits liability; (y) the continued 
effectiveness of this Lease is not jeopardized in any way; and (z) Indemnitee’s interest in the 
Premises is not jeopardized in any way. 

11.3.5  Insurance Proceeds. Indemnitor’s obligations shall be reduced by 
net insurance proceeds Indemnitee actually receives for the matter giving rise to indemnification. 

12.     Right of Contest 

. 

12.1   Tenant’s Right; Contest Conditions 

. Notwithstanding anything to the contrary in this Lease, Tenant shall have the 
exclusive right to contest, at its sole cost, by appropriate legal proceedings diligently conducted in 
good faith, the amount or validity of any Real Estate Taxes or Prohibited Lien; the valuation, 
assessment, or reassessment (whether proposed, phased, or final) of the Premises for Real Estate 
Taxes; the amount of any Real Estate Tax; the validity of any Law or its application to the 
Premises; the terms or conditions of, or requirements for, any Approval; or the validity or merit of 
any claim against which this Lease requires Tenant to Indemnify Landlord (any of the foregoing, 
a “Contest”). Tenant may defer payment or performance of the contested obligation pending 
outcome of the Contest, provided that Tenant causes the following conditions (collectively, the 
“Contest Conditions”) to remain satisfied: 

12.1.1  No Criminal Act. Such deferral or noncompliance shall not 
constitute a criminal act by Landlord or subject Landlord to a material risk of any fine or penalty, 
or, if such material risks exists, Tenant has given Landlord a bond, letter of credit, or other security 
reasonably satisfactory to Landlord (the “Contest Security”) in an amount equal to the reasonably 
estimated amount of such civil penalties. 

12.1.2  No Liability. Such deferral or noncompliance creates no material 
risk of a lien, charge, or other liability of any kind against the Fee Estate, or, if such material risk 
exists, Tenant has given Landlord Contest Security equal to the reasonably estimated amount of 
such lien, charge, or other liability. 

12.1.3  No Forfeiture. Such deferral or noncompliance will not place the 
Fee Estate in material danger of being forfeited or lost. 

12.1.4  No Cost to Landlord. Such Contest shall be without cost, liability, 
or expense to Landlord. 
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12.1.5  Diligence. Tenant shall prosecute such Contest with reasonable 
diligence and in good faith. 

12.1.6  Payment. If required for such Contest, Tenant shall have paid the 
Contested Real Estate Taxes or other matter. 

12.1.7  Collection of Real Estate Taxes. If such Contest relates to any Real 
Estate Tax, then such Contest shall suspend its collection from Landlord and the Fee Estate. 

12.1.8  No Tax Deed. If, at any time, payment of any Real Estate Taxes is 
necessary to prevent the imminent (i.e., within 30 days) delivery of a tax deed of the Fee Estate 
for nonpayment, then Tenant shall pay or cause to be paid the sums in sufficient time to prevent 
delivery of such deed. 

12.1.9  Named Parties. If Landlord has been named as a party in any action, 
then Tenant shall cause Landlord to be removed as such party and Tenant substituted in Landlord’s 
place, if permissible under the circumstances. 

12.2   Landlord Obligations and Protections 

. Landlord need not join in any Contest unless (a) Tenant has complied with the 
Contest Conditions; and (b) such Contest must be initiated or prosecuted in Landlord’s name. In 
such case, Landlord shall cooperate, as Tenant reasonably requests, to permit the Contest to be 
prosecuted in Landlord’s name. Landlord shall give Tenant any documents, deliveries, and 
information in Landlord’s control and reasonably necessary for Tenant to prosecute its Contest. 
Landlord shall otherwise assist Tenant in such Contest as Tenant reasonably requires. Tenant shall 
pay all reasonable costs and expenses, including Legal Costs, of any Contest. 

12.3   Miscellaneous 

. Tenant shall be entitled to any refund of any Real Estate Taxes (and penalties and 
interest paid by Tenant), to the extent attributable to periods within the Term, whether such refund 
is made during or after the Term. When Tenant concludes Tenant’s Contest of any Real Estate 
Taxes, Tenant shall pay the amount of such Real Estate Taxes (if any) as has been finally 
determined in such Contest to be due, to the extent attributable to periods within the Term, and 
any costs, interest, penalties, or other liabilities in connection with such Real Estate Taxes. Upon 
final determination of Tenant’s Contest of a Law, Tenant shall comply with such final 
determination. So long as the Contest Conditions remain satisfied, Landlord shall enter no 
objection to any Contest. 

12.4   Contest Security 

. Landlord shall promptly release any Contest Security to Tenant after the Contest 
has been resolved and Tenant has performed its obligations, if any, as determined by such 
resolution. Landlord shall hold any Contest Security in an interest-bearing account separate from 
any other account held by Landlord. 

13.     Insurance 
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. 

13.1   Insurance Program 

.  

13.1.1  Professional Liability Insurance; General Liability Insurance; 
Property Insurance.  Tenant shall, at its sole expense, during the Term, maintain hospital 
professional and general liability protection for the Premises during the Term through either (a) 
the AHS/West HPL/GL self-funded Trust Program which provides liability protection for all 
AHS/West participant health care facilities, or (b) alternative commercial insurance coverage with 
liability limits of not less than One Million Dollars ($1,000,000) per occurrence and Five Million 
Dollars ($5,000,000) aggregate.  To the extent that the hospital medical staff bylaws require 
physicians exercising clinical privileges to maintain their own liability insurance policies, Tenant 
will enforce said requirement.  In addition, Tenant or, at Tenant’s election with not less than thirty 
(30) days’ prior written Notice to Landlord and at Tenant’s sole cost and expense, Landlord shall 
maintain Property Insurance on the Premises and buildings and Improvements within the Premises.  
The limits for such Property Insurance shall be for the full replacement value of the property so 
insured. Such insurance shall provide protection on a comprehensive special form “all risk” basis. 

13.2   Nature of Insurance Program 

. All insurance policies this Lease requires, if issued by a commercial insurer (as 
opposed to protection through the AHS/West self-funded HPL/GL Trust Program), shall be issued 
by carriers that: (a) have a policyholders’ rating of “A-/VIII” or better, based on the latest rating 
publication of Property and Casualty Insurers by A.M. Best Company (or its equivalent if such 
publication ceases to be published); and (b) are lawfully doing business in the State. 

13.3   Policy Requirements and Endorsements 

. All insurance policies this Lease requires (except any insurance policies required 
under Section 13.6 to which the following provisions may be inapplicable) shall contain (by 
endorsement or otherwise) the following provisions: 

13.3.1  Insureds. Liability coverage shall name Landlord, Bond Trustee, 
and all Mortgagees this Lease allows and of which Tenant has received written Notice from 
Landlord as an “additional insured” or as an “additional participant” as respects Tenant’s acts, 
errors and omissions. Notwithstanding anything to the contrary in this paragraph, all Property 
Insurance Proceeds shall be paid and applied as this Lease provides. 

13.3.2  Primary Coverage. All policies or programs of self-insurance shall 
be written as primary coverage as respects Tenant’s acts, errors and omissions, not contributing to 
or in excess of any coverage that Landlord may carry. 

13.3.3  Notice to Landlord. The insurance carrier or the AHS/West self-
funded HPL/GL Trust Program shall provide Landlord 30 days’ prior Notice of cancellation or 
nonrenewal. 
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13.4   Tenant’s Inability to Obtain Insurance 

. So long as (a) any insurance (except Property Insurance) this Lease requires is, 
after diligent effort by Tenant, unobtainable at commercially reasonable rates through no act or 
omission by Tenant; and (b) Tenant obtains the insurance coverage reasonably obtainable and 
Notifies Landlord of the extent of Tenant’s inability to obtain the full insurance this Lease requires, 
Tenant’s obligation to procure and maintain such insurance as is unobtainable shall be excused, 
but only so long as conditions “a” and “b” are satisfied. Notwithstanding the foregoing, if Landlord 
at any time can procure for Tenant such insurance at commercially reasonable rates at any time 
after Tenant’s Notice of inability to do so (and before Tenant has withdrawn such Notice), then 
Tenant shall obtain and maintain such insurance at Tenant’s expense. 

13.5   Waiver of Certain Claims 

. To the extent that Landlord or Tenant purchases any policy of Property Insurance, 
the party purchasing such insurance (the “Insurance Purchaser”) shall cause the insurance carrier 
to agree to a Waiver of Subrogation, if not already in the policy. If any insurance policy cannot be 
obtained with a Waiver of Subrogation, or a Waiver of Subrogation is obtainable only by paying 
an additional premium, then the Insurance Purchaser shall so Notify the other party. The other 
party shall then have 10 Business Days after receipt of such Notice either to (a) direct the Insurance 
Purchaser to place such insurance with a company reasonably satisfactory to the other party and 
willing to issue the insurance with a Waiver of Subrogation at no greater or additional cost, or (b) 
agree to pay the additional premium if such a policy can be obtained only at additional cost. To 
the extent that the parties actually obtain insurance with a Waiver of Subrogation, the parties 
release each other, and their respective authorized representatives, from any claims for damage to 
any person or the Premises that are caused by or result from risks insured against under such 
insurance policies. 

13.6   Landlord Insurance 

. Landlord shall, at its sole expense, maintain comprehensive general liability 
coverage for its own protection, and other insurance policies or programs of self-insurance it deems 
appropriate to cover the liability of Landlord.  In addition, if Landlord’s medical/hospital 
professional liability insurance is written on a claims made basis, Landlord agrees to purchase an 
unlimited extended reporting period endorsement or “tail” coverage.  Landlord agrees to provide 
Tenant with evidence of such coverage. 

13.7   No Representation 

. Neither party makes any representation that the limits, scope, or forms of 
insurance coverage this Lease requires are adequate or sufficient. 

13.8   Updates to Insurance Coverage 

. Tenant and Landlord hereby covenant and agree that each will reevaluate, no later 
than the commencement of each Renewal Term, the insurance coverage requirements set forth in 
this Article 13 of this Lease, and will update or otherwise amend the requirements of this Article 
13 to ensure that at all times each Party will carry and maintain such insurance in amounts which 
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are customarily carried, subject to customary deductibles, and against such risks as are customarily 
insured against by other entities in connection with the ownership and operation of property and 
facilities of similar character and size in California. 

14.     Losses and Loss Proceeds. 

14.1   Prompt Notice 

. If either party becomes aware of any Casualty or actual, contemplated, or 
threatened Condemnation, then such party shall promptly so Notify the other party. 

14.2   Casualty 

. If any Casualty occurs that is not a Substantial Casualty, then Tenant shall, except 
as otherwise provided in this paragraph, Restore with reasonable promptness. If the Casualty is a 
Substantial Casualty, then Tenant may, by Notice to Landlord given within six (6) months after 
the Casualty elect a Casualty Termination effective thirty (30) days after such Notice. Upon any 
Casualty Termination, Tenant shall assign and transfer to Landlord all of Tenant’s rights to 
Property Insurance Proceeds Tenant received, or is entitled to receive, because of the Casualty. If, 
however, pursuant to Law, the Premises cannot be Restored to the same bulk, and for the same 
use(s), as before the Casualty, then upon any resulting Casualty Termination, Tenant shall be 
entitled to receive and retain (as a first priority claim to the Property Insurance Proceeds) a portion 
of the Property Insurance Proceeds equal to the Market Value of the Leasehold Estate. Unless 
Tenant has validly elected a Casualty Termination: (a) this Lease shall not terminate; and (b) 
Tenant shall be solely responsible for negotiating and adjusting any Property Insurance Proceeds 
(or, if Landlord is the insuring party, then Landlord shall allow Tenant to participate in the 
negotiation and adjustment of any Property Insurance Proceeds). 

14.3   Substantial Condemnation 

. If a Substantial Condemnation occurs during the Term, then as of the 
Condemnation Effective Date the Expiration Date shall occur and the parties shall apportion Rent. 
Landlord shall not settle or compromise any Condemnation Award without consent by Tenant.  
Landlord and Tenant shall allocate the Condemnation Award as follows and in the following order 
of priority, without duplication, until exhausted: 

14.3.1   Costs and Expenses. To reimburse Landlord and Tenant for 
their respective actual costs and expenses, including Legal Costs, incurred in the Substantial 
Condemnation and determining and collecting the Condemnation Award. 

14.3.2   Landlord’s Claim. Landlord shall receive such portion of the 
Condemnation Award as shall equal the Market Value of the Fee Estate at the Condemnation 
Effective Date. 

14.3.3   Tenant’s Claim. Tenant shall receive such portion of the 
Condemnation Award as shall equal the Market Value of the Leasehold Estate, if any, at the 
Condemnation Effective Date. 
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14.3.4   Residual Claim. Landlord shall receive the entire remaining 
Condemnation Award. 

14.4   Insubstantial Condemnation 

. If an Insubstantial Condemnation occurs during the Term then any Condemnation 
Award(s) shall be paid to Tenant and applied first toward Restoration, in the same manner as 
Restoration after Casualty, provided that if the Condemnation Award is inadequate to complete 
the Restoration, Tenant shall contribute the deficiency and Tenant shall Restore in compliance 
with this Lease. After Tenant has completed and fully paid for Restoration, any remaining 
Condemnation Award shall be distributed to Landlord and Tenant as if it arose from a Substantial 
Condemnation that affected only the part of the Premises taken, with an equitable allocation of all 
elements taken into account in determining such distribution. After the Condemnation Effective 
Date, all Fixed Rent shall decrease by a fraction whose numerator is the amount of the 
Condemnation Award paid to Landlord and whose denominator is the Market Value of the Fee 
Estate immediately before the Condemnation Effective Date. 

14.5   Near End of Term 

. If an Insubstantial Condemnation occurs during the last three (3) years of the 
Term, then Tenant, upon thirty (30) days’ prior Notice to Landlord, given at any time within ninety 
(90) days after such Insubstantial Condemnation, may cancel or terminate this Lease. Upon such 
termination, the Rent shall be apportioned as of the date of termination, and Tenant need not 
Restore. In that event, the balance of the Condemnation Award, less any reasonable amounts 
expended by Tenant to the date of termination to safeguard, clear, or make emergency repairs to 
the Premises (the costs of which shall be reimbursed to Tenant from the Condemnation Award), 
shall belong to Landlord free of any claim by Tenant. 

14.6   Temporary Condemnation 

. If a Temporary Condemnation occurs during the Term and relates to a period 
longer than 90 days, then Tenant may terminate this Lease effective as of the Condemnation 
Effective Date. In that event, and to the extent that the period of such Temporary Condemnation 
otherwise includes any period outside the Term, the Condemnation Award from such Temporary 
Condemnation shall belong to Landlord. If the Temporary Condemnation relates to a period of 90 
days or less, or if Tenant does not terminate this Lease because of the Temporary Condemnation, 
then Tenant shall receive the Condemnation Award (to the extent attributable to periods within the 
Term) and this Lease shall not be affected in any way. Landlord shall have no right to participate 
in any Temporary Condemnation proceedings unless either (a) Tenant elects to terminate this 
Lease because of the Temporary Condemnation; or (b) Tenant may not legally participate in such 
proceedings. In the latter case, Landlord shall participate in such proceedings in accordance with 
Tenant’s instructions, all at Tenant’s reasonable expense and using counsel selected, instructed, 
and paid by Tenant. 

14.7   Use of Loss Proceeds 

.  Landlord assigns to Tenant the right to receive all Loss Proceeds if the event 
giving rise to such Loss Proceeds has not resulted in the termination of this Lease. If Landlord 
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receives any Loss Proceeds under such circumstances, Landlord shall promptly remit them to 
Tenant. Until Tenant has completed and paid for Restoration, Tenant shall hold all Loss Proceeds 
to be used first to Restore and for no other purpose. When Tenant has completed and paid for 
Restoration, Tenant may retain any remaining Loss Proceeds. Notwithstanding anything in this 
Lease to the contrary, if Restoration Funds are insufficient to Restore, then Tenant may terminate 
this Lease on thirty (30) days’ Notice to Landlord and shall deliver all of the Loss Proceeds 
received by Tenant (or the right to receive same if not yet received by Tenant) to Landlord.  

14.8   Continuation of Lease 

. Except as this Lease expressly provides, this Lease shall not terminate, be 
forfeited, or be affected in any other manner, and Tenant waives any right to quit or surrender the 
Premises or any part of the Premises, because of any Loss or any resulting untenantability. Unless 
and until this Lease has been validly terminated, Tenant’s obligations under this Lease, including 
the obligation to pay Rent, shall continue unabated, subject to the Nonrecourse Clause. 

15.     Representations and Warranties 

. 

Landlord represents and warrants to Tenant that the following facts and conditions 
exist and are true as of the date hereof and covenants that such will continue to exist and be true 
as of the Commencement Date: 

15.1   Due Authorization and Execution 

. Landlord has full right, title, authority, and capacity to execute and perform this 
Lease, the Memorandum of Lease and any other agreements and documents to which Landlord is 
a party and referred to or required by this Lease (collectively, the “Lease-Related Documents”); 
the execution and delivery of the Lease-Related Documents have been duly authorized by all 
requisite actions of Landlord; the Lease-Related Documents constitute valid, binding, and 
enforceable obligations of Landlord; and neither the execution of the Lease-Related Documents 
nor the consummation of the transactions they contemplate violates any agreement (including 
Landlord’s governing documents), contract, or other restriction to which Landlord is a party or is 
bound. Tenant makes to Landlord representations and warranties reciprocal to those in the 
preceding sentence. Both parties’ representations and warranties in this paragraph shall continue 
to apply in full force and effect throughout the Term as if made continuously during the Term. 

15.2   No Litigation 

. Landlord has not been served with any summons, complaint or written notice to 
arbitrate, and there is no existing or, to Landlord’s knowledge, pending or threatened litigation, 
suit, action, investigation or proceeding before any court or administrative agency affecting 
Landlord, any constituent entity or individual of Landlord, or the Premises that would, if adversely 
determined, materially adversely affect Landlord, the Premises, this Lease, or the Leasehold 
Estate, except as set forth in Schedule 15.2. 

15.3   No Pending Condemnation 
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. There is no existing or, to Landlord’s knowledge, pending or threatened 
Condemnation affecting any portion of the Premises or any pending public improvements in, 
about, outside or appurtenant to the Premises that will materially adversely affect the use and 
operation of the Premises for the Medical Business, the value of the Premises, or access to the 
Premises or that will create additional cost to any owner or Tenant of the Premises by means of 
special assessments or otherwise. 

15.4   Equipment Liens 

. To Landlord’s knowledge, the Premises are free and clear of any rights or claims 
of a type that, if Tenant entered into or granted them after the Commencement Date, would 
constitute Equipment Liens. 

15.5   FIRPTA 

. Landlord is not a “foreign person” within the meaning of Section 1445(f)(3) of 
the United States Internal Revenue Code of 1986. 

15.6   No Pending Construction or Liens 

.  With the exception of the Construction contemplated by Schedule 7.1, Landlord 
is not a party to any contract for any Construction. With the exception of matters arising under the 
Construction contemplated by Schedule 7.1, to Landlord’s knowledge, no Person has the right to 
claim any mechanic’s or supplier’s lien arising from any labor or materials furnished to the 
Premises before the Commencement Date. 

15.7   No Other Tenants 

. Subject to the leases set forth on Schedule 15.7 (but only to the extent that any 
such lease has not expired or been terminated and that any such lease (including the right to all 
security deposits and other amounts and instruments deposited thereunder) has been assigned to 
Tenant by Landlord; such leases the “Converted Subleases”) and to Tenant’s rights pursuant to 
Section 18.1, Tenant is the only lessee of the Premises, and no other Person has any right to lease, 
use, or occupy the Premises at any time.  Landlord has provided Tenant with a true and complete 
copy of each of the Converted Subleases (including all amendments, modifications and 
supplements thereto and guaranties thereof).  Except as set forth on Schedule 15.7, (i) none of the 
Converted Subleases have been modified, amended, or assigned, (ii) each of the Converted 
Subleases is legally valid, binding and enforceable in accordance with its terms and is in full force 
and effect, and (iii) to Landlord’s knowledge, there are no material defaults (or matters that upon 
written notice or lapse of time would constitute material defaults) by Landlord under, or by any 
other party to, any of the Converted Subleases. 

15.8   Chapter 9 Proceeding 

. Landlord received, and provided to Tenant a copy of, a certified order of the 
Bankruptcy Court authorizing Landlord to enter into this Lease. 

15.9   Electorate Approval 
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. On November 6, 2018, Landlord received the approval of the voters of Landlord’s 
district to the transfer and lease of assets, as contemplated under this Lease, in accordance with 
Section 32121(p)(1) of the California Health and Safety Code and applicable provisions of the 
California Elections Code. 

15.10   Premises Status 

. The Premises are subject only to the Permitted Real Property Encumbrances listed 
on Schedule 15.10; and except as disclosed on Schedule 15.10 and other than the Converted 
Subleases, there are no purchase contracts, options, rights of first refusal, rights of first offer or 
first negotiation, restrictive covenants or other agreements of any kind, oral or written, formal or 
informal, choate or inchoate, recorded or unrecorded, whereby any person or entity will have 
acquired or will have any basis to assert any right, title or interest in the Premises.  No officers, 
directors or employees of Seller, or relative of any of such officer, director or employee, has any 
direct or indirect interest in any of the Premises. 

15.11   Zoning 

. To Landlord’s knowledge, the Premises are zoned to permit the uses for which the 
Premises is presently used and/or intended to be used, without variances or conditional use permits. 

15.12   Easements and Encroachments 

. To Landlord’s knowledge, Landlord has all easements and rights of way, including 
without limitation, easements for all utilities, services, roadways and other means of ingress and 
egress, necessary for access to the Premises.  Except as disclosed in the Express Map and/or the 
Title Report, none of the Improvements encroach onto adjacent property, violate set-back, 
building, or sideline requirements, or encroach onto any easements located on the Premises. 

16.     Landlord’s Transfers 

. 

16.1   Landlord’s Right to Convey 

. Landlord may Transfer the Fee Estate from time to time, but only if (a) such 
transaction and the resulting ownership of Landlord do not otherwise violate this Lease; and 
(b) Landlord promptly Notifies Tenant of such Transfer and Tenant grants its written consent 
thereto prior, and as a condition, to the effectiveness of such Transfer. If any transaction violates 
the preceding sentence, then: (w) it shall be null, void, and of no force or effect; 
(x) notwithstanding the foregoing, Tenant shall be entitled to equitable relief to cancel and rescind 
it; (y) Tenant may terminate this Lease; and (z) Tenant may exercise any other available right or 
remedy. 

16.2   Release of Landlord 

. Upon any Transfer of the entire Fee Estate in compliance with this Lease, the 
grantor shall be automatically freed and relieved from all liability (excluding liability previously 
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accrued) for performance of any covenants or obligations to be performed by Landlord after the 
Transfer, provided that: (i) Landlord delivers and turns over to the grantee all Trust Funds; and (ii) 
such successor Landlord acknowledges to Tenant receipt of such Trust Funds and assumes 
Landlord’s future obligations under this Lease, subject to the Nonrecourse Clause. This Lease shall 
bind Landlord only while Landlord owns the Fee Estate, except as to any liabilities and obligations 
accrued before the date of Transfer of the Fee Estate or arising from failure to turn over any Trust 
Funds. 

16.3   Tenant’s Right of First Refusal 

. If Landlord desires to Transfer the Fee Estate at any time prior to (x) the Scheduled 
Expiration Date or sooner termination of this Lease or (y) to the extent permissible under 
applicable Laws to grant a ROFR for this period, the date that is the first (1st) anniversary of the 
Scheduled Expiration Date or sooner termination of this Lease, and provided that no Event of 
Default then exists and Tenant is not then in material breach beyond any applicable cure period of 
the APA, then Landlord shall first offer (the “Landlord’s Offer”) to Transfer the Fee Estate to 
Tenant (or a purchaser Tenant procures) (“Tenant’s ROFR”) before offering it to any other Person, 
all as follows: 

16.3.1  Landlord’s Offer. Landlord’s Offer shall be in writing and shall set 
forth the terms on which Landlord proposes to Transfer the Fee Estate. Such terms shall: (a) require 
either payment in cash at closing or deferred payments secured, if at all, only by a standard printed 
form Fee Mortgage; (b) not involve any other property; (c) not require either purchaser or seller to 
perform or bear any material post-closing obligations or deliver any guaranties, except that 
Landlord shall indemnify Tenant for any and all liabilities, whether known or unknown, connected 
with any violation of Environmental Law or any Hazardous Substance Discharge caused by the 
Landlord or beginning or occurring prior to the Commencement Date; (d) allow the purchaser to 
assign its contract; and (e) require conveyance of title subject only to (i) nonmonetary 
encumbrances recorded against the Fee Estate prior to the Commencement Date and (ii) 
encumbrances created by, or resulting from the acts or omissions of, or with the express written 
consent of, Tenant (“Permitted Exceptions”). The Transfer shall otherwise be on the terms of a 
standard printed form contract of sale used in the State for improved real property and selected by 
Tenant, modified as necessary in Tenant’s reasonable judgment to reflect the terms of Landlord’s 
Offer, with a closing 60 to 180 days (as designated by Tenant on 60 days’ Notice to Landlord) 
after the date Tenant has accepted Landlord’s Offer. Time shall not be of the essence for the closing 
date. 

16.3.2  Sale to Third Party. If Tenant Notifies Landlord that Tenant does 
not desire to purchase the Fee Estate on the terms of Landlord’s Offer, or fails to accept Landlord’s 
Offer within sixty (60) days after receipt, then Landlord may Transfer the Fee Estate to any other 
Person, except as set forth below, provided that such Transfer closes within one hundred eighty 
(180) days after the date that Tenant notifies Landlord that it does not desire to purchase the Fee 
Estate (or the date of expiration of the sixty (60) days if no such notice is given) and complies with 
the limitations that apply to “Landlord’s Offer” in the previous paragraph. If, however, Landlord 
desires to Transfer the Fee Estate for a price less than ninety-five percent (95%) of the price in 
Landlord’s Offer, or on terms that in any other way are materially more favorable to the purchaser 
than those in Landlord’s Offer, then Landlord shall again deliver to Tenant a Landlord’s Offer. 
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The procedure described above shall again apply, but Tenant’s response period shall be thirty (30) 
days. 

16.3.3  Transferees. Any purchaser (or direct or indirect subsequent 
purchaser) of the Fee Estate or any interest in the Fee Estate shall be bound, as to subsequent 
Transfers, by Tenant’s ROFR, whether or not the instrument(s) of Transfer to such purchaser so 
state. 

16.4   Tenant’s Purchase Option 

. Tenant shall have the option (the “Purchase Option”), at any time during the Term 
following the earlier of (x) Landlord’s completion of construction of the Tower (as more 
particularly described on Schedule 7.1, the “Tower”) and (y) Landlord’s fulfillment of its 
obligations under California Law to ensure that the Improvements, including the Tower, are fully 
compliant with any Laws relating to seismic performance standards (“Seismic Compliance”), to 
purchase the Fee Estate from Landlord at a purchase price equal to the Market Value for the Fee 
Estate (the “Purchase Option Price”), provided that the Purchase Option Price exceeds the 
indebtedness then outstanding under the Bonds, on the following terms and conditions: 

16.4.1  Further Electorate Approval.  At the request of Tenant, Landlord 
shall have taken such actions as are necessary to submit to the voters of Landlord’s district a 
measure proposing the sale of the Fee Estate to Tenant, as contemplated under this Lease, in 
accordance with Section 32121(p)(1) of the California Health and Safety Code and applicable 
provisions of the California Elections Code, and the voters shall have approved such sale. 

16.4.2  Tenant’s Notice.  Tenant may exercise its Purchase Option by giving 
Landlord written Notice of Tenant’s intent to purchase the Fee Estate and the desired closing date 
for the purchase (the “Closing Date”), which shall not be more than sixty (60) days after the date 
of the Notice (the “Option Exercise Notice”).  The Option Exercise Notice shall be accompanied 
by (a) an MAI appraisal from the Valuation Consultant showing the Market Value for the Fee 
Estate, and (b) three (3) counterparts of an escrow agreement, in customary form (the “Escrow 
Agreement”), naming a nationally recognized title company as escrow agent (“Escrow Agent”) 
and Landlord and Tenant as the other parties, all executed by Escrow Agent and Tenant. 

16.4.3  Opening of Escrow.  Landlord shall sign the three (3) counterparts 
of the Escrow Agreement and return one (1) fully executed counterpart to each of Tenant and the 
Escrow Agent within five (5) Business Days of Landlord’s receipt of the Option Exercise Notice.  
Escrow Agent’s receipt of a fully executed counterpart of the Escrow Agreement shall effect the 
opening of escrow for Tenant’s purchase of the Fee Estate. 

16.4.4  Closing Conditions.  

(a) At closing and as a condition to Tenant’s obligation to close, Landlord 
shall pay and so covenants to pay, on the Closing Date all State and local transfer taxes payable 
by reason of the sale of the Fee Estate from Landlord to Tenant. Landlord, as seller, and Tenant, 
as purchaser, shall execute and deliver all questionnaires, returns, reports and other documents 
required to be executed and filed in connection with such taxes in a timely fashion so that all 
clearances required to be obtained shall have been obtained by the Closing Date. 
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(b) At closing and as a condition to Tenant’s obligation to close, title to the 
Fee Estate shall be conveyed, and Landlord covenants so to convey, free and clear of all 
exceptions to title other than Permitted Encumbrances and any municipal, state or federal rules 
or regulations which may then affect the Land or the Improvements or such transfer and 
conveyance. 

(c) At closing, and as a condition to Tenant’s obligation to purchase the Fee 
Estate, Landlord will deliver to Tenant an affidavit that it is not a “foreign person” within the 
meaning of Section 1445 of the Internal Revenue Code of 1986, as amended, or will otherwise 
comply with the provisions of such Section. 

16.4.5  Closing Procedures.  On the Closing Date, the Fee Estate shall be 
conveyed in its “as is” condition and there shall be no abatement or diminution of the Purchase 
Option Price by reason of any fire, casualty, eminent domain or Condemnation affecting the Land 
or the Improvements.  The Purchase Option Price shall be paid by Tenant on the Closing Date by 
payment to the Escrow Agent of an amount equal to the Purchase Option Price by wire transfer of 
federal funds to Escrow Agent’s account.  On or before the Closing Date, Landlord shall deliver 
to Escrow Agent the deed to the Fee Estate, which deed shall be the usual grant deed in proper 
form for recording and shall be duly executed and acknowledged so as to convey to Tenant title to 
the Fee Estate in fee simple in accordance with this Section 16.4 (the “Deed”) as well as any other 
documents or instruments reasonably requested by Escrow Agent to confirm the proper Transfer 
of the Fee Estate from Landlord to Tenant in accordance with the terms and provisions of this 
Section 16.4 (the “Ancillary Documents”).  Upon Escrow Agent’s receipt of the Deed and the 
Ancillary Documents from Landlord and the Purchase Option Price from Tenant, the closing shall 
be deemed to have occurred and Escrow Agent shall be authorized to record the Deed in the 
applicable land records and to release the Purchase Option Price (as adjusted for the payment of 
any State and local transfer taxes or other closing amounts payable by Landlord) to Landlord.  In 
the event that Landlord fails timely to deliver the Deed and the Ancillary Documents to Escrow 
Agent, Tenant shall have the right to pursue all rights and remedies afforded at law and in equity, 
including specific performance.  In the event that Tenant fails timely to deliver the Purchase Option 
Price to Escrow Agent and provided that all conditions to Tenant’s performance were previously 
satisfied, Landlord shall have no further obligation to sell the Fee Estate to Tenant under this 
Section 16.4 and the Purchase Option shall be of no further force or effect. 

16.4.6  No Other Agreement.  In the event that the Option Exercise Notice 
shall have been given, the provisions of this Section 16.4 shall constitute the entire agreement of 
sale with respect to the sale by Landlord to Tenant of the Fee Estate and no further agreement of 
sale shall be required of Landlord or Tenant with respect to the Fee Estate, other than closing 
documents reasonably required by Landlord or Tenant or Escrow Agent hereunder and for the 
normal and usual closing adjustments. 

16.4.7  Merger.  Upon the closing of the purchase of the Fee Estate, the 
Term shall expire and neither the Landlord nor Tenant shall have any further rights or obligations 
under this Lease, except for those rights and/or obligations which are expressly provided in this 
Lease to survive said closing. 

17.     Tenant’s Transfers 



38 
US-DOCS\101963615.14 

. 

17.1   Tenant’s Right 

. Subject to compliance with Sections 5.4 and 6.1, Tenant may Transfer this Lease 
or the Leasehold Estate to an Affiliate of Tenant without Landlord’s consent (but with prior written 
Notice) and otherwise with Landlord’s prior written consent, not to be unreasonably withheld, 
delayed or conditioned. Any assignee of Tenant shall assume all obligations and liabilities of 
Tenant under this Lease. Tenant shall pay all transfer and other taxes payable on account of any 
Transfer by Tenant. Tenant shall promptly Notify Landlord of any Transfer. After Tenant assigns 
this Lease and the assignee assumes it, the assignor shall have no obligation or liability under this 
Lease, except any unperformed obligations that arose before the assignment (unless assumed in 
writing, in recordable form, by the assignee). If Tenant assigns this Lease, then as between 
Landlord and Tenant, Tenant shall be deemed to have assigned to the assignee or transferee all 
claims against Landlord then existing, and the assignee shall be deemed, by assuming this Lease, 
to have assumed all liabilities and obligations of Tenant then existing or thereafter arising under 
this Lease (except as this Lease otherwise expressly states). 

18.     Subleases 

.  

18.1   Tenant’s Right 

. Subject to Sections 5.4 and 6.1, Tenant may not enter into or Modify any Sublease, 
terminate any Sublease or evict any Subtenant, and grant any consent under any Sublease, without 
Landlord’s prior written consent (which consent shall not be unreasonably withheld); provided, 
however, that Tenant may enter into, terminate or grant any consent under any Sublease with a 
Subtenant that is an affiliate of Tenant without Landlord’s consent.  No Sublease shall affect any 
obligations of Tenant or rights of Landlord under this Lease, all of which shall continue in full 
force and effect notwithstanding any Sublease. Any Sublease shall expire no later than one hour 
before the Expiration Date. The fact that any Subtenant causes any Default shall not relieve Tenant 
of Tenant’s obligation to cure it. Tenant shall take all steps reasonable and necessary to prevent 
any such Default. 

19.     Equipment Liens 

. 

19.1   Tenant’s Rights 

. After the Commencement Date, Tenant intends, from time to time, to acquire or 
lease FF&E.  If at any time or from time to time Tenant desires to enter into or grant any Equipment 
Lien that otherwise complies with this Lease, then upon Tenant’s request Landlord shall enter into 
such customary documentation regarding the Financed FF&E as Tenant reasonably requests, 
providing for matters such as: (a) waiver of any right to take possession of such Financed FF&E 
upon an Event of Default; (b) waiver of any other right, title, or interest in the Financed FF&E; 
and (c) agreements to enable the holder of such Equipment Lien to repossess such Financed FF&E 
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if such holder exercises remedies under its Equipment Lien. Tenant shall not enter into any 
Equipment Lien that causes any Prohibited Lien. 

20.     Quiet Enjoyment; Title to Certain Premises; Certain Agreements 

. 

20.1   Quiet Enjoyment 

. So long as this Lease has not been terminated, Landlord covenants that Tenant 
shall and may peaceably and quietly have, hold, and enjoy the Premises for the Term, subject to 
the terms of this Lease, without molestation, hindrance, or disturbance by or from Landlord or by 
anyone claiming by or through Landlord or having title to the Premises paramount to Landlord, 
and free of any encumbrance created or suffered by Landlord, except Permitted Encumbrances. 

20.2   Access and Inspection 

. Notwithstanding anything to the contrary in this Lease, Landlord and its agents, 
representatives, and designees shall have the right to enter the Premises upon reasonable Notice 
during regular business hours, solely to: (a) ascertain whether Tenant is complying with this Lease; 
(b) cure Tenant’s Defaults; (c) inspect the Premises and any Construction; (d) perform such tests, 
borings, and other analyses as Landlord determines may be necessary or appropriate relating to 
(non)compliance with any Law or possible Hazardous Substances Discharge; (e) show the 
Premises to a prospective transferee; or (f) to fulfill any legal obligation Landlord may retain, as a 
healthcare district, with respect to the Premises under the California Health & Safety Code. In 
entering the Premises, Landlord and its designees shall not unreasonably interfere with operations 
on the Premises and shall comply with Tenant’s reasonable instructions and all applicable Laws. 
Landlord shall Indemnify Tenant against any claims arising from Landlord’s entry upon the 
Premises. 

21.     Events of Default; Remedies 

. 

21.1   Definition of “Event of Default.” 

.  An “Event of Default” means the occurrence of any one or more of the following: 

21.1.1  Monetary Default. If a Monetary Default occurs and continues for 
10 Business Days after Notice from Landlord, specifying in reasonable detail the amount of money 
not paid and the nature and calculation of each such payment. 

21.1.2  Prohibited Liens. If Tenant fails to comply with any obligation 
regarding Prohibited Liens and does not remedy such failure within 15 days after Notice from 
Landlord. 

21.1.3  Bankruptcy or Insolvency. If Tenant ceases to do business as a going 
concern, ceases to pay its debts as they become due or admits in writing that it is unable to pay its 
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debts as they become due, or becomes subject to any Bankruptcy Proceeding (except an 
involuntary Bankruptcy Proceeding dismissed within 180 days after commencement), or a 
custodian or trustee is appointed to take possession of, or an attachment, execution or other judicial 
seizure is made with respect to, substantially all of Tenant’s assets or Tenant’s interest in this Lease 
(unless such appointment, attachment, execution or other seizure was involuntary and is contested 
with diligence and continuity and is vacated and discharged within 180 days). 

21.1.4  Nonmonetary Default. If any other Nonmonetary Default occurs and 
Tenant does not cure it within 45 days after Notice from Landlord describing it in reasonable detail, 
or, in the case of a Nonmonetary Default that cannot with due diligence be cured within 45 days 
from such Notice, if Tenant shall not (x) within 45 days from Landlord’s Notice advise Landlord 
of Tenant’s intention to take all reasonable steps to cure such Nonmonetary Default; (y) duly 
commence such cure within such period, and then diligently prosecute such cure to completion; 
and (z) complete such cure within a reasonable time under the circumstances (not necessarily 
limited to 45 days). 

21.2   Remedies 

. If an Event of Default occurs and so long as such Event of Default is continuing 
without cure or waiver, then Landlord shall, at Landlord’s option, have any or all of the following 
remedies, all cumulative (so exercise of one remedy shall not preclude exercise of another remedy), 
in addition to such other remedies as may be available at law or in equity or under any other terms 
of this Lease. Landlord’s remedies include: 

21.2.1  No Waiver. No failure by Landlord to insist upon strict performance 
of any covenant, agreement, term, or condition of this Lease or to exercise any right or remedy 
upon a Default, and no acceptance of full or partial Rent during continuance of any such Default, 
shall waive any such Default or such covenant, agreement, term, or condition. No covenant, 
agreement, term, or condition of this Lease to be performed or complied with by Tenant, and no 
Default, shall be Modified except by a written instrument executed by Landlord. No waiver of any 
Default shall affect or alter this Lease. Each and every covenant, agreement, term and condition of 
this Lease shall continue in full force and effect with respect to any other then existing or 
subsequent Default of such covenant, agreement, term or condition of this Lease. 

21.2.2  Continuation of Lease. Landlord may continue this Lease in full force 
and effect and the Lease will continue in effect as long as Landlord does not terminate Tenant’s right 
to possession, and Landlord shall have the right to collect Rent when due.  During the period Tenant 
is in Default, Landlord can enter the Premises and relet them, or any part of them, to third parties for 
Tenant’s account.  Tenant shall be liable immediately to Landlord for all costs Landlord incurs in 
reletting the Premises, including, without limitation, brokers’ commissions, expenses of remodeling 
the Premises required by the reletting, and like costs.  Reletting can be for a period shorter or longer 
than the remaining term of this Lease.  Tenant shall pay to Landlord the Rent due under this Lease on 
the dates the Rent is due, less the rent Landlord receives from any reletting.  No act by Landlord 
allowed by this paragraph shall terminate this Lease unless Landlord Notifies Tenant that Landlord 
elects to terminate this Lease. 
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 If Landlord elects to relet the Premises as provided in this paragraph, rent that Landlord 
receives from reletting shall be applied to the payment of: 
 
 First, any indebtedness from Tenant to Landlord other than Fixed Rent due from Tenant; 
 
 Second, all costs, including for maintenance, incurred by Landlord in reletting; 
 
 Third, Fixed Rent due and unpaid under this Lease.  After deducting the payments referred to 
in this paragraph, any sum remaining from the rent Landlord receives from reletting shall be held by 
Landlord and applied in payment of future Rent as Rent becomes due under this Lease.  In no event 
shall Tenant be entitled to any excess rent received by Landlord.  If, on the date Rent is due under this 
Lease, the rent received from the reletting is less than the Rent due on that date, Tenant shall pay to 
Landlord, in addition to the remaining Rent due, all costs, including for maintenance, Landlord 
incurred in reletting that remain after applying the rent received from the reletting as provided in this 
paragraph. 
 

21.2.3  Termination of Lease. Landlord can terminate Tenant’s right to 
possession of the Premises.  No act by Landlord other than giving Notice to Tenant shall terminate 
this Lease.  Acts of maintenance, efforts to relet the Premises, or the appointment of a receiver on 
Landlord’s initiative to protect Landlord’s interest under this Lease shall not constitute a 
termination of Tenant’s right to possession.  On termination, Landlord has the right to recover 
from Tenant: 

   a.  The worth, at the time of the award, of the unpaid Rent that had been earned 
at the time of termination of this Lease; 
 
   b.  The worth, at the time of the award, of the amount by which the unpaid 
Rent that would have been earned after the date of termination of this Lease until the time of award 
exceeds the amount of the loss of Rent that Tenant proves could have been reasonably avoided; 
 
   c.  The worth, at the time of the award, of the amount by which the unpaid 
Rent for the balance of the term after the time of award exceeds the amount of the loss of Rent that 
Tenant proves could have been reasonably avoided; and 
 
   d.  Any other amount, and court costs, necessary to compensate Landlord for 
all detriment proximately caused by Tenant’s Default. 
 
“The worth, at the time of the award,” as used in “a” and “b” of this paragraph, is to be computed by 
allowing interest at the maximum rate an individual is permitted by law to charge on a loan.  “The 
worth, at the time of the award,” as referred to in “c” of this paragraph, is to be computed by 
discounting the amount at the discount rate of the Federal Reserve Bank of San Francisco at the time 
of the award, plus 1%. 

 
21.3   Landlord’s Right to Cure 

. If Tenant at any time fails to make any payment or take any action this Lease 
requires and such failure has ripened into an Event of Default, then Landlord, after ten (10) 
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Business Days’ Notice to Tenant, or in an emergency with such Notice (if any) as is reasonably 
practicable under the circumstances, and without waiving or releasing Tenant from any obligation 
or Default and without waiving Landlord’s right to take such action as this Lease may permit as a 
result of such Default, may (but need not) make such payment or take such action. Tenant shall 
reimburse Landlord, as Additional Rent, for an amount equal to (a) all reasonable sums paid, and 
reasonable costs and expenses (including Legal Costs) incurred, by Landlord in exercising its cure 
rights under this paragraph; and (b) Default Interest on “a.” 

21.4   Holding Over 

. If for any reason or no reason Tenant remains in the Premises after the Expiration 
Date without the consent of Landlord, then Landlord will suffer injury that is substantial, difficult, 
or impossible to measure accurately. Therefore, if Tenant remains in the Premises after the 
Expiration Date without the consent of Landlord, for any reason or no reason, then in addition to 
any other rights or remedies of Landlord, Tenant shall pay to Landlord, as liquidated damages and 
not as a penalty, for each month (prorated daily for partial months) during which Tenant holds 
over after the Expiration Date, a sum equal to: 120% (for the first month or partial month of holding 
over), 133% (for the second month or partial month of holding over), and 150% (for each 
subsequent month or partial month of holding over) times the monthly Rent, including Additional 
Rent, payable under this Lease during the year preceding the Expiration Date. 

21.5   Waivers 

. TENANT WAIVES ANY RIGHT OF REDEMPTION PROVIDED FOR BY 
LAW. TENANT WAIVES ANY RIGHT TO INTERPOSE ANY COUNTERCLAIM IN ANY 
ACTION BY LANDLORD TO ENFORCE THIS LEASE OR LANDLORD’S RIGHTS AND 
REMEDIES UNDER THIS LEASE. 

21.6   Accord and Satisfaction; Partial Payments 

. No payment by Tenant or receipt by Landlord of a lesser amount than the amount 
owed under this Lease shall be deemed to be other than a part payment on account by Tenant. Any 
endorsement or statement on any check or letter accompanying any check or payment of Rent shall 
not be deemed an accord or satisfaction. Landlord may accept any such check or payment without 
prejudice to Landlord’s right to recover the balance of such Rent or pursue any other remedy. 

21.7   Landlord’s Default 

.  Landlord shall not be considered to be in default under this Lease unless Tenant 
has given Notice specifying the default and Landlord has failed for 60 days from receipt of Notice 
to cure the default, if it is curable within that time period, or to institute and diligently pursue 
reasonable corrective or ameliorative acts for defaults not so curable within such 60 day period 
and complete such cure within a reasonable time under the circumstances. 

21.8   Tenant’s Termination Right 

.  Tenant shall have the right, at Tenant’s sole election, to terminate this Lease upon 
two hundred seventy (270) days’ Notice to Landlord if Landlord fails (a) to complete the 
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construction of the Tower within ten (10) years of the Commencement Date and/or (b) to achieve 
Seismic Compliance for the Improvements (including the Tower) on or before January 1, 2030. 

22.     End of Term 

. 

Upon any Expiration Date: (a) Tenant shall deliver to Landlord possession of the 
Premises, in the condition this Lease requires, subject to any Loss that this Lease does not require 
Tenant to Restore; (b) Tenant shall surrender any right, title, or interest in and to the Premises and 
deliver such evidence and confirmation thereof as Landlord reasonably requires; (c) Tenant shall 
deliver the Premises free and clear of all liens except (1) Permitted Encumbrances and (2) liens 
that Landlord or any of its agents caused; (d) the parties shall adjust for Real Estate Taxes and all 
other expenses and income of the Premises and any prepaid Rent and shall make such payments 
as shall be appropriate on account of such adjustment in the same manner as for a sale of the 
Premises (but any sums otherwise payable to Tenant shall first be applied to cure any Default); (e) 
the parties shall terminate the Memorandum of Lease; and (f) Tenant shall assign to Landlord, and 
Landlord shall reimburse Tenant for, all utility and other service provider deposits for the 
Premises.  Additionally, if Landlord Notifies Tenant in writing not less than one hundred eighty 
(180) days prior to such Expiration Date of Landlord’s election to resume operation of the 
Premises, either directly or through the engagement of a third-party operator, then (x) upon such 
Expiration Date, Tenant shall assign to Landlord (subject to clause (z) below, as applicable), 
without recourse, and give Landlord copies or originals of, all assignable licenses, permits, 
contracts, warranties, and guarantees then in effect for the Premises; (y) the parties shall cooperate 
to achieve an orderly transition on such Expiration Date of operations from Tenant to Landlord or 
other operator without interruption, including delivery of such books and records (or copies 
thereof) as Landlord reasonably requires (including, to the extent permitted by applicable Laws, 
records pertaining to the operation of the Hospital prior to the Expiration Date); and (z) on such 
Expiration Date, Tenant shall sell to Landlord, and Landlord shall purchase from Tenant, at the 
then-current fair market value (as determined by the Valuation Consultant pursuant to a fair market 
value appraisal process initiated following Landlord’s delivery of its Notice of election to resume 
operation) and pursuant to a mutually agreed asset purchase agreement that includes commercially 
reasonable terms, all the then-existing business, properties, assets and rights, whether tangible or 
intangible, real, personal or mixed (i.e., all of the asset categories comprising the “Acquired 
Assets” as defined in the Asset Purchase Agreement), owned, leased or held by Tenant that 
constitute, or are used in connection with or are related to the Premises, Hospital and the Licensed 
Operations, as such assets shall exist on the Expiration Date, including the FF&E and inventory 
used in the operation of the Premises and any Building Equipment that Tenant acquired after the 
Commencement Date. 

23.     Notices 

. 

All Notices shall be in writing and shall be addressed to Landlord and/or Tenant 
(and their designated copy recipients), as applicable, as set forth in Exhibit B. Notices (including 
any required copies as set forth in Exhibit B) shall be delivered by Federal Express or other 
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overnight (one-night) courier service, or by personal delivery, to the addresses set forth in Exhibit 
B, in which case they shall be deemed delivered on the date of delivery (or when delivery has been 
attempted twice, as evidenced by the written report of the courier service) to such address(es). 
Either party may change its address by giving Notice in compliance with this Lease. Notice of 
such a change shall be effective only upon receipt. Any party giving a Notice may request the 
recipient to acknowledge receipt of such Notice. The recipient shall promptly comply with any 
such request, but failure to do so shall not limit the effectiveness of any Notice. Any attorney may 
give any Notice on behalf of its client.  No Notice shall be effective unless and until a copy of such 
Notice has been delivered to the intended recipient’s Mortgagee(s) of which the sender shall have 
received Notice. 

24.     No Broker 

. 

Each party: (a) represents and warrants that it did not engage or deal with any 
broker or finder in connection with this Lease and no Person is entitled to any commission or 
finder’s fee on account of any agreements or arrangements made by such party; and (b) shall 
Indemnify the other party against any breach of such representation. 

25.     Nonrecourse 

.  No shareholder, officer, member, manager, director, agent, or employee of 
Landlord or Tenant (other than AH to the extent expressly undertaken under the Guaranty) shall 
have any liability under this Lease. (This Lease sometimes refers to this paragraph as the 
“Nonrecourse Clause.”) 

26.     Additional Deliveries; Third Parties 

.  

26.1   Estoppel Certificates 

. Up to twice a year, each party to this Lease (a “Requesting Party”) may require 
the other party (a “Certifying Party”) to execute, acknowledge, and deliver to the Requesting Party 
(or directly to a designated third party) up to four original counterparts of an Estoppel Certificate. 
The Certifying Party shall sign, acknowledge, and return such Estoppel Certificate within fifteen 
(15) days after request, even if the Requesting Party is in Default. Any Estoppel Certificate shall 
bind the Certifying Party. 

26.2   Further Assurances 

. Each party shall execute and deliver such further documents, and perform such 
further acts, as may be reasonably necessary to achieve the parties’ intent in entering into this 
Lease.  Upon request from Tenant, Landlord shall promptly, under documentation reasonably 
satisfactory to the requesting party: (a) acknowledge any Subtenant’s nondisturbance and 
recognition rights (provided such Subtenant joins in such agreement); and (b) certify (subject to 
any then exception reasonably specified) that this Lease is in full force and effect, that no Lease 
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impairment has occurred, that to Landlord’s knowledge no Default exists, the date through which 
Rent has been paid, and other similar matters as reasonably requested. 

26.3   Chapter 9 Proceeding 

. Landlord and Tenant hereby understand, acknowledge and agree that the plan of 
adjustment in connection with the Chapter 9 Proceeding shall not amend, modify or contradict any 
provision of this Lease.  

26.4   Modification 

. Any Modification of this Lease must be in writing signed by the party to be bound. 

26.5   Successors and Assigns 

. This Lease shall bind and benefit Landlord and Tenant and their successors and 
assigns, but this shall not limit or supersede any Transfer restrictions. Nothing in this Lease confers 
on any Person (except Landlord and Tenant) any right to insist upon, or to enforce against Landlord 
or Tenant, the performance or observance by either party of its obligations under this Lease. 

26.6   Memorandum of Lease 

. Concurrently with the execution of this Lease, the parties shall promptly execute, 
acknowledge, and deliver duplicate originals of a Memorandum of Lease. Either party may record 
such Memorandum of Lease. Any taxes imposed upon such recording shall be paid by the party 
that caused such recordation to occur. If the parties amend this Lease, then the parties shall have 
the same rights and obligations regarding a memorandum of such amendment as they do for the 
Memorandum of Lease. Tenant may at any time by Notice to Landlord elect to require the 
Memorandum of Lease to be terminated, in which case: (a) the parties shall terminate the 
Memorandum of Lease; and (b) the parties acknowledge that Tenant shall rely on notice by 
possession rather than constructive notice by recordation of the Memorandum of Lease. 

27.     Miscellaneous 

. 

27.1   Costs and Expenses; Legal Costs 

. In the event of any litigation or dispute between the parties, or claim made by 
either party against the other, arising from this Lease or the landlord-tenant relationship under this 
Lease, or Landlord’s enforcement of this Lease upon a Default, or to enforce or interpret this Lease 
or seek declaratory or injunctive relief in connection with this Lease, or to exercise any right or 
remedy under or arising from this Lease, or to regain or attempt to regain possession of the 
Premises or terminate this Lease, or in any subsequent Bankruptcy Proceeding affecting the other 
party to this Lease, the prevailing party shall be entitled to reimbursement of its Legal Costs with 
Default Interest and all other reasonable costs and expenses incurred in enforcing this Lease or 
curing the other party’s default. 
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27.2   No Consequential Damages 

. Whenever either party may seek or claim damages against the other party (whether 
by reason of a breach of this Lease by such party, in enforcement of any indemnity obligation, for 
misrepresentation or breach of warranty, or otherwise), neither Landlord nor Tenant shall seek, 
nor shall there be awarded or granted by any court, arbitrator, or other adjudicator, any speculative, 
consequential, collateral, special, punitive, or indirect damages, whether such breach shall be 
willful, knowing, intentional, deliberate, or otherwise. The parties intend that any damages 
awarded to either party shall be limited to actual, direct damages sustained by the aggrieved party. 
Neither party shall be liable for any loss of profits suffered or claimed to have been suffered by 
the other. 

27.3   No Merger 

.  If the Leasehold Estate and the Fee Estate are ever commonly held, they shall 
remain separate and distinct estates (and not merge). 

27.4   No Waiver by Silence 

. Failure of either party to complain of any act or omission on the part of the other 
party shall not be deemed a waiver by the noncomplaining party of any of its rights under this 
Lease. No waiver by either party at any time, express or implied, of any breach of this Lease shall 
waive such breach or any other breach. 

27.5   Performance Under Protest 

. If a dispute arises regarding performance of any obligation under this Lease, the 
party against which such obligation is asserted shall have the right to perform it under protest, 
which shall not be regarded as voluntary performance. A party that has performed under protest 
may institute appropriate proceedings to recover any amount paid or the reasonable cost of 
otherwise complying with any such obligation, with interest at the Prime Rate. 

27.6   Survival 

.  All rights and obligations that by their nature are to be performed after any 
termination of this Lease shall survive any such termination. 

27.7   Unavoidable Delay 

. Each party’s obligation to perform or observe any nonmonetary obligation under 
this Lease shall be suspended during such time as such performance or observance is prevented or 
delayed by Unavoidable Delay. 

27.8   Restrictive Covenant 

. Until the earlier of (a) the expiration or earlier termination of this Lease and (b) 
the date on which the District shall no longer own any of the Premises, absent approval from 
Tenant, the District shall not own or otherwise participate in the provision of any service of a 
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hospital or health care provider that competes with services of Tenant in the Service Area, 
including the provision of hospital services, professional medical/clinic services, home health 
services or any other professional medical services that are substantially similar to services 
provided by the Tenant or its Affiliates in the Service Area.  “Service Area” shall mean the service 
area described in the exhibit attached hereto as Exhibit C. 

28.     Interpretation, Execution, and Application of Lease 

. 

28.1   Captions 

. The captions of this Lease are for convenience and reference only. They in no way 
affect this Lease. 

28.2   Counterparts 

. This Lease may be executed in counterparts. 

28.3   Delivery of Drafts 

. Neither party shall be bound by this Lease unless and until such party shall have 
executed and delivered at least one counterpart of this Lease. The submission of draft(s) or 
comment(s) on drafts shall bind neither party in any way. Such draft(s) and comment(s) shall not 
be considered in interpreting this Lease. 

28.4   Entire Agreement 

. This Lease contains all terms, covenants, and conditions about the Premises. The 
parties have no other understandings or agreements, oral or written, about the Premises or Tenant’s 
use or occupancy of, or any interest of Tenant in, the Premises. 

28.5   Governing Law 

. This Lease, its interpretation and performance, the relationship between the 
parties, and any disputes arising from or relating to any of the foregoing, shall be governed, 
construed, interpreted, and regulated under the Laws of the State, without regard to principles of 
conflict of laws. 

28.6   Partial Invalidity 

. If any term or provision of this Lease or its application to any party or 
circumstance shall to any extent be invalid or unenforceable, then the remainder of this Lease, or 
the application of such term or provision to Persons or circumstances except those as to which it 
is invalid or unenforceable, shall not be affected by such invalidity. All remaining provisions of 
this Lease shall be valid and be enforced to the fullest extent Law allows. 

28.7   Principles of Interpretation 
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. No inference in favor of or against any party shall be drawn from the fact that such 
party has drafted any part of this Lease. The parties have both participated substantially in its 
negotiation, drafting, and revision, with advice from counsel and other advisers. A term defined in 
the singular may be used in the plural, and vice versa, all in accordance with ordinary principles 
of English grammar, which also govern all other language in this Lease. The words “include” and 
“including” shall be construed to be followed by the words: “without limitation.” Each of these 
terms shall be interpreted as if followed by the words “(or any part of it)” except where the context 
clearly requires otherwise: Building Equipment; FF&E; Fee Estate; Land; Leasehold Estate; 
Premises; Structure; and any other similar collective noun. Every reference to any document, 
including this Lease, refers to such document as Modified from time to time (except, at Landlord’s 
option, any Modification that violates this Lease), and includes all exhibits, schedules, and riders 
to such document. The word “or” includes the word “and.” 

28.8   Reasonableness 

. Wherever this Lease states that a party shall not unreasonably withhold approval: 
(a) such approval shall not be unreasonably delayed or conditioned; (b) no withholding of approval 
shall be deemed reasonable unless withheld by Notice specifying reasonable grounds, in 
reasonable detail, for such withholding, and indicating specific reasonable changes in the proposal 
under consideration that would make it acceptable; (c) if a party grants its consent (or fails to 
object) to any matter, this shall not waive its rights to require such consent for any further or similar 
matter; and (d) any dispute on the withholding or delay of consent shall be determined by 
arbitration.  Any consent or approval which is not stated to be able to be withheld or granted in a 
party’s sole and absolute discretion shall be subject to the reasonableness standard described 
above. 

28.9   Books and Records 

. To the extent that the services provided under this Agreement are deemed by the 
Secretary of the U.S. Department of Health and Human Services, the U.S. Comptroller General, 
or the Secretary’s or Comptroller’s delegate, to be subject to the provisions of Section 952 of 
Public Law 96-499, the parties, until the expiration of four (4) years subsequent to the furnishing 
of services under this Agreement, shall make available, upon written request of the Secretary, the 
Comptroller, or any of their duly authorized representatives this Lease, and the books, documents, 
and records of the parties that are necessary to certify the nature and extent of the charges to 
Tenant’s patients. 

If any party carries out any of its duties under this Lease through a subcontract, with a value of 
$10,000 or more over a twelve (12)-month period, with a related organization (as that term is 
defined with regard to a provider in 42 C.F.R. 413.17(1)), such subcontract shall contain a clause 
to the effect that until the expiration of four (4) years after the furnishing of such services pursuant 
to such subcontract, the related organization upon written request shall make available, to the 
Secretary, the Comptroller, or any of their duly authorized representatives the subcontract, and 
books, documents, and records of such organization that are necessary to verify the nature and 
extent of such costs. 
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If any party is requested to disclose any books, documents, or records relevant to this Agreement 
for the purpose of an audit or investigation related directly to the provision of services under this 
Agreement (e.g. a governmental investigation of billing practices or services provided to hospital 
patients), such party shall Notify the other party of the nature and scope of such request and shall 
make available to the other party, upon written request, all such books, documents, or records. 
 

[Signatures on Next Page.] 
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IN WITNESS WHEREOF, Landlord and Tenant have executed this Lease on the 
date first set forth above. 

LANDLORD 
TULARE LOCAL HEALTHCARE DISTRICT, 
a local health care district of the State of California 
 
 
By:   
Its   
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TENANT 
ADVENTIST HEALTH TULARE, 
a California nonprofit religious corporation 
 
 
By: _________________________________ 
Its _________________________________ 

 

 
 
Attachments: 

Exhibit A = Land Legal Description 
Exhibit B = Notice Addresses (Including Required Copy Recipients) 
Exhibit C = Service Area 
Schedule 3.4 = Schedule of Offset Amounts 
Schedule 7.1 = Construction Contemplated with Remaining Bond Funds 
Schedule 15.2 = Material Litigation/Proceedings 
Schedule 15.7 = No Other Tenants 
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EXHIBIT A 
LAND LEGAL DESCRIPTION 

 

Real property in the City and County of Tulare, State of California, 
described as follows:  
  

PARCEL 1: 
 
THE NORTH HALF OF THE NORTHWEST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST 
QUARTER OF SECTION 2, TOWNSHIP 20 SOUTH, RANGE 24 EAST, MOUNT DIABLO BASE AND 
MERIDIAN, IN TIRE CITY OF TULARE, COUNTY OF TULARE, STATE OF CALIFORNIA, ACCORDING TO 
THE OFFICIAL PLAT THEREOF. 
 
EXCEPTING THEREFROM THE WESTERLY 64.5 FEET THEREOF. 
 
  APN: 170-323-010 (PORTION) 
 
PARCEL 2: 
 
THAT PORTION OF THE NORTHWEST QUARTER OF SOUTHWEST QUARTER OF THE NORTHEAST 
QUARTER OF SECTION 2, TOWNSHIP 20 SOUTH, RANGE 24 EAST, MOUNT DIABLO BASE AND 
MERIDIAN, IN THE CITY OF TULARE, COUNTY OF TULARE, STATE OF CALIFORNIA, ACCORDING TO 
THE OFFICIAL PLAT THEREOF, DESCRIBED AS FOLLOWS: 
 
BEGINNING AT THE NORTHWEST CORNER OF THE NORTHWEST QUARTER OF THE SOUTHWEST 
QUARTER OF THE NORTHEAST QUARTER OF SAID SECTION 2; THENCE EAST ALONG THE NORTE LINE 
OF SAID NORTHWEST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST QUARTER OF 
SAID SECTION, 660 FEET; THENCE NORTH 38 FEET; THENCE WEST 660 FEET; AND THENCE SOUTH 
39.2 FEET TO THE POINT OF BEGINNING. 
 
EXCEPTING THEREFROM THE WESTERLY 64.5 FEET THEREOF. 
 
  APN: 170-323-010 (PORTION) 
 
PARCEL 3: 
 
THE SOUTH HALF OF THE NORTHWEST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST 
QUARTER OF SECTION 2, TOWNSHIP 20 SOUTH, RANGE 24 EAST, MOUNT DIABLO BASE AND 
MERIDIAN, IN THE CITY OF TULARE, COUNTY OF TULARE, STATE OF CALIFORNIA, ACCORDING TO 
THE OFFICIAL PLAT THEREOF. 
 
EXCEPTING THEREFROM THE WESTERLY 64.5 FEET THEREOF. 
 
ALSO EXCEPTING THEREFROM THAT PORTION DESCRIBED IN DEED TO THE CITY OF TULARE, 
RECORDED AUGUST 19, 1963 IN BOOK 2437, PAGE 493 OF OFFICIAL RECORDS, DESCRIBED AS  
FOLLOWS: 
 
COMMENCING AT THE SOUTHEAST CORNER OF THE NORTHWEST QUARTER OF THE SOUTHWEST 
QUARTER OF THE NORTHEAST QUARTER OF SAID SECTION 2; THENCE SOUTH 88° 55' 15" WEST 
ALONG THE SOUTH LINE OF THE NORTHWEST QUARTER OF THE SOUTHWEST QUARTER OF THE 
NORTHEAST QUARTER OF SAID SECTION 2, A DISTANCE OF 25 FEET TO THE TRUE POINT OF 
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BEGINNING; THENCE CONTINUING SOUTH 88° 55' 15" WEST ALONG THE SOUTH LINE OF THE 
NORTHWEST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST QUARTER OF SAID 
SECTION 2, A DISTANCE OF 570.30 FEET; THENCE NORTH 0° 06' 15" WEST, 30 FEET; THENCE NORTH 
88° 55' 15" EAST, PARALLEL WITH THE SOUTH LINE OF THE NORTHWEST QUARTER OF THE 
SOUTHWEST QUARTER OF THE NORTHEAST QUARTER OF SAID SECTION 2, A DISTANCE OF 570.30 
FEET; THENCE SOUTH 0° 05' 45" EAST, 30 FEET TO THE TRUE POINT OF BEGINNING. 
 
TOGETHER WITH THAT PORTION OF PARCEL C OF RESOLUTION NO. 09-22 VACATING A PORTION OF 
TERRACE AVENUE LYING ADJACENT TO SAID PARCEL ON THE SOUTH, RECORDED APRIL 14, 2009, AS 
INSTRUMENT NO. 2009-0021887, OF OFFICIAL RECORDS. 
 
  APN: 170-323-010 (PORTION) 
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EXHIBIT B 
NOTICE ADDRESSEES (INCLUDING REQUIRED COPY RECIPIENTS) 

  
Party: Notice Address: With a Copy to: 
Landlord Tulare Local Healthcare District 

1255 N. Cherry #536 
Tulare, California 93274 
Attention:  Kevin Northcraft, 
President; Michael Jamaica, Vice 
President 
 

McCormick Barstow LLP 
7647 North Fresno Street 
P. O. Box 28912 
Fresno, California  93729-8912 
Attention:  Todd Wynkoop, Esq 

Tenant Adventist Health Tulare 
2100 Douglas Boulevard 
Roseville, California  95661 
Attention:  Office of General Counsel 
 

Adventist Health 
2100 Douglas Boulevard 
Roseville, California  95661 
Attention:  Office of General Counsel 
 
And to: 
 
Latham & Watkins LLP 
355 South Grand Avenue, Suite 100 
Los Angeles, California 90071-1560 
Attention:  Daniel K. Settelmayer, Esq. 

Bond 
Trustee 

Wilmington Trust National 
Association 
[to be provided by Mintz, Levin]1 

Mintz, Levin, Cohn, Ferris, Glovsky and 
Popeo, P.C. 
One Financial Center 
Boston, MA 02111 
Attention: Ian Hammel, Esq. 

 
 

                                                 
1 Note to Draft: District to provide Bond Trustee address. 
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EXHIBIT C 
SERVICE AREA 
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Schedule 3.4 
SCHEDULE OF OFFSET AMOUNTS 

 
(a) Offsets Arising under the Asset Purchase Agreement 
 
 N/A as of the date of execution; to be updated as necessary as of the Commencement 
Date. 
 
 
(b) Offsets Arising under the Credit Agreement 
 
 See attached schedule.2 
 
(c) Offsets Arising under the Other Documents in Connection with Asset Purchase 

Agreement or Credit Agreement 
 
 N/A as of the date of execution; to be updated as necessary as of the Commencement 

Date. 
 
 
 
 

                                                 
2 Note to Draft: District/AH to provide. 
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Schedule 7.1 
CONSTRUCTION CONTEMPLATED WITH REMAINING BOND FUNDS 

 
1.  There are no remaining bond funds.  The District performs minor projects on the Tower in 
order to keep the construction permit current.  That project is fire doors. 
 
2.  See attached Schedule 7.1S which describes all construction projects needed and/or in process 
for opening the hospital. 
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Schedule 7.1S3 
 

Compliance/Repair/Other Vendor Date requested Current Monies Spent 
Needs to be 
completed 

Needs to be 
done Completion 
w/six weeks of 
opening 

6 mo. 
after open 

Fire alarm system 
Deficiencies-Duct Detector 
/Battery replacement 

Johnson 
Controls Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Sprinkler Repairs/testing 
Johnson 
Controls Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Fire Door Repairs-NFPA-
Compliance 

Fire Door 
Solutions Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Fire Door inspection-
Annual 

Fire Door 
Solutions Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Generator 4 HourLoad 
bank Testing-NFPA/TITLE 
22  Cummins Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Cummins Generator-
Service Agreement Cummins Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Temporary Chiller 
Replacement-
OSHPD/CDPH-compliance New England  Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

MRI A/C repairs 
United Valley 
Refrigeration Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Elevator soft start 
replacements   Not Scheduled yet 

Internally scheduled to be completed by 
opening in October.       

Elevator-State Starters   Not Scheduled yet 
Internally scheduled to be completed by 
opening in October.       

Elevator repairs   Not Scheduled yet 
Internally scheduled to be completed by 
opening in October.       

Elevator ADA upgrades   Not Scheduled yet 
Internally scheduled to be completed by 
opening in October.       

Main Campus-Asphalt   Not Scheduled yet 6 mo. after open       

MRI-A/C unit   Not Scheduled yet 6 mo. after open      

CT-floor repair welded 
(TITLE 24)    Not Scheduled yet 6 mo. after open       

Allied Lab-Fire doors 
(NFPA 80/Life Safety Code)   Not Scheduled yet 6 mo. after open       

Allied Lab-Flooring (TITLE 
24)   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

                                                 
3 NTD: to be updated by District and AH. 
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Allied Lab-Exit 
Signs/Evacuation Routes-
(NFPA/Life Safety Code) 
Counter Tops   Not Scheduled yet 6 mo. after open       

Main Allied-HVAC 
compressor   Not Scheduled yet 6 mo. after open       

Recovery-Cove base-(TITLE 
24)   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

OB-Finish Med Room   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

OR-Surgical room tiles-
abatement   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

OR-Tile repairs   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

MS2-Paint, floor, nurse's 
station counter tops-
(Infection Control)   Not Scheduled yet 6 mo. after open       

MS1-Paint, nurse's station 
counter tops-(Infection 
Control)   Not Scheduled yet 6 mo. after open       

MS1-Shower room-Tile-
(Possible Abatement)-
(Infection Control)   Not Scheduled yet 6 mo. after open       

Pharmacy-A/C -(OSHPD)   Not Scheduled yet 6 mo. after open       

ED2 Fastrack/ Security 
Desk-counter tops-
(Infection Control)   Not Scheduled yet 6 mo. after open       

ED2 Fastrack/ Security 
Desk-Flooring (TITLE 24)   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

ED1-counters-(Infection 
Control)   Not Scheduled yet 6 mo. after open       

ED registration-Floor   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

ED security area-Floor   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

MS 2 Med Room-Floor   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

ED restrooms-Flooring   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

Section of Lab-Floor   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

X-Ray-Nuclear Med-
Counter tops/ doors 
chipped-(Infection 
Control)    Not Scheduled yet 6 mo. after open       

Basement-Cath Lab-
Hallway tile replacement-
(TITLE 24)   Not Scheduled yet 6 mo. after open       
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Basement-Central 
Processing-
Humidity/Negative 
pressure not consistently 
being met-CDPH-(Infection 
Control)   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

3rd floor-CALL LIGHTS-
nonfunctional-Life Safety-
OSHPD/CDPH   Not Scheduled yet 6 mo. after open       

ICU/PICU-CALL LIGHTS-
nonfunctional-
OSHPD/CDPH outstanding 
item   Not Scheduled yet 6 mo. after open      

MS2 Med Room 
Abatement   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

OB/2nd Floor Hallways-
Carpet removal (over 30 
years+) /Floor-(TITLE 24) 
Abatement   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

OB-Nurse Call Software 
Upgrade-(Life Safety)   Not Scheduled yet         

MS2-Nurse Call Software 
Upgrade-(Life Safety)   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

MS1-Nurse Call Software 
Upgrade-(Life Safety)   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

ED1-Flooring (TITLE 24)-
Need to Walk to discuss   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

X-Ray-Nuclear Med-
Welded Flooring-(TITLE 
24)-Need to walk to 
discuss   Not Scheduled yet         

Main Campus-Penthouse-
Boiler-Sole one and aged 
beyond years/OSHPD   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

Main Campus-2 Vacuum 
pump-(Life Safety)/OSHPD   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

Main Campus-1 Medical 
Air Pump-(Life 
Safety)/OSHPD   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

Seismic Safety Gas 
Shutoff-Life Safety   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

Annual Medical Vacuum 
Pump inspection (July)   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

Annual Fire Extinguisher   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       
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Fire alarm smoke 
Detection-IT server Room-
OSHPD/Life Safety   Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

OR line Isolation repair   Not Scheduled yet 
Needs to be done Completion w/six 
weeks of opening       

Annual Area Alarm testing 
Certified 
Medical Not Scheduled yet 

Needs to be done Completion w/six 
weeks of opening       

Main Campus   

Generator Repair-
Requiring 
Payment for 
Report 

Needs to be done Completion w/six 
weeks of opening       

Chiller water pumps New England  
Awaiting schedule 
date 

Needs to be done Completion w/six 
weeks of opening       

Steam line repair 
Parker & 
Parker 

Awaiting schedule 
date         

Complete Patient Tower* 
– On-Going       

Main Campus-NPC-2-
OSHPD-On going.            

 
*The “Tower” is a four-story, approximately 120,000-square-foot tower under construction, which is expected to include a 24-bed emergency department, five 
surgical suites, and 27 private patient rooms (medical-surgical orthopedic). 
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Schedule 15.24 
MATERIAL LITIGATION/PROCEEDINGS 

 
 
(a) Medical Malpractice Claims 
 

1. ANDERSON V. GUPTA; Tulare County Superior Court Case No. VCU267737 
 
Full Caption: Candice Anderson v. Paul Gupta, Tulare Regional Medical 

Center, Kin Pang, Parmod Kumar 
 
Status of Automatic Stay: Stay relief granted pursuant to Stipulation – Order entered 2/9/18 

 
Stipulation included waiver by Plaintiff of right to collect first 
$100,000 of any judgment or settlement 

 
Status of Litigation: Case Management Conference set for 4/6/18; No trial date has 

been set 
 
Attorneys: Baradat & Paboojian, Inc., Warren R. Paboojian, Adam Stirrup 

(Anderson); Weiss Salinas Law Group, Richard Salinas, Carol 
O’Neil (TRMC); Le Beau-Thelan, LLP, Dennis Thelan (Paul 
Gupta and Parmod Kumar); (Pang is listed as unrepresented) 

 
2. BROOKS V. TRMC; Tulare County Superior Court Case No. VCU266862 

 
 
Full Caption: Lori Brooks, Steven Brooks v. Tulare Regional Medical Center, 

Richard Fightlin; A. Wong 
 
Status of Automatic Stay: Stay relief granted pursuant to Stipulation – Order entered on 

2/23/18 
 
Stay relief granted pursuant to stipulation by which Plaintiffs 
waived right to collect first $100,000 of any judgment or settlement 

 
Status of Litigation:  Per R. Salinas letter dated May 11, 2018 this matter is in the 

process of being dismissed  
 
Attorneys: Baradat & Paboojian, Inc., Daniel Baradat, Kevin Kalajian 

(Brooks); Weiss Salinas Law Group, Richard Salinas, Carol 
O’Neil (TRMC); McCormick Barstow, LLP, Jerry D. Casheros 
(Richard Fightlin); White Canepa, William M. White (Wong) 

 

                                                 
4 Note to Draft: District to update. 
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3. CABRERA V. TRMC; Tulare County Superior Court Case No. VCU268660 
 
Full Caption: Juanita Cabrera v. Tulare Regional Medical Center, Healthcare 

Conglomerate Associates, LLC 
 
Status of Automatic Stay: Stay is in effect (Notice of Stay filed on October 12, 2017) 
 
Status of Litigation: Stayed 
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; Case No. VCU268660 
    
 
Attorneys: Law Offices of Steven L. Labiak (Cabrera); Weiss Salinas Law 

Group, Richard Salinas, Carol O’Neil (TRMC and HCCA) 
 

4. CALDERON V. TRMC; U.S.D.C. Case No. 1:17-cv-00040 
 
Full Caption: Jiame Calderon and the Three Children of Jiame Calderon and 

Ana Calderon (deceased) v. Tulare Regional Medical Center, 
Adanna Ikedilo (TERMINATED 4/13/17); and United States of 
America 

 
Status of Automatic Stay: Stay relief granted pursuant to Stipulation – Order entered on 

2/15/18 
 
Stay relief granted pursuant to stipulation by which Plaintiffs 
waived right to collect first $100,000 of any judgment or settlement 

 
Status of Litigation: Currently in discovery phase; No trial date has been set  
 
 
Attorneys: Law Offices of Raymond D. Chandler (Calderon); Weiss Salinas 

Law Group, Richard Salinas, Carol O’Neil (TRMC); US 
Attorney’s Office, Civil Division, Jeffrey Lodge (United States of 
America) 

 
5. DOMINGUEZ V. TRMC; Tulare County Superior Court Case No. 

VCU272496 
 
Full Caption: Joe O. Dominguez, Mary Rose Dominguez, Cerene R. Olivera, 

Steven J. Zuiderweg, a minor, by and through his Guardian ad 
Litem, Amanda Zuiderweg 
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Status of Automatic Stay: Stay is in effect; This lawsuit was filed post-petition on 1/22/18 

without first obtaining relief from stay 
 
Status of Litigation: Dismissed on 3/12/18; Plaintiffs and TRMC have agreed to 

stipulate to relief from stay now that lawsuit has been 
dismissed; Hearing on approval of this stipulation will take 
place on 4/12/18  

 
Plaintiffs have agreed to waive their right to collect first $100,000 
of any judgment or settlement 

 
Attorneys: Baradat & Paboojian, Inc., Daniel R. Baradat, Kevin Kalajian 

(Dominguez/Olivera/Zuiderweg); Weiss Salinas Law Group, 
Richard Salinas, Carol O’Neil (TRMC) 

 
6. GRIESBACH V. TRMC; Tulare County Superior Court Case No. 

VCU270010 
 
Full Caption: Thomas Griesbach, Matthew Griesbach, Amy Ferriera v. Tulare 

Regional Medical Center, Rebecca Zulim, Jatinder Chopra 
 
Status of Automatic Stay:  Stay relief granted – Order entered on 12/6/17 

 
Status of Litigation: Trial set for October 2018 
 
Deadline to Remove: 1/5/18 (30 days from order lifting stay) 
 
Attorneys: Miles, Sears & Eanni, Richard Campbell Watters 

(Griesbach/Ferriera); Weiss Salinas Law Group, Richard Salinas, 
Carol O’Neil (TRMC); Pollara Law Group, Dominique A. Pollara 
(Rebecca Zulim); and White Canepa, LLP, Mark B. Canepa 
(Jatinder Chopra) 

 
7. IBARRA V. TRMC; Tulare County Superior Court Case No. VCU262492  

 
Full Caption: Angelina Ibarra v. Tulare Regional Medical Center, David Smith, 

Douglas Middleton, Family Healthcare Network, and David 
Larios 

 
Status of Automatic Stay: Stay is in effect (Notice of Stay filed on October 5, 2017) 
 
Status of Litigation:  Stayed 
 
Deadline to Remove: 4/26/18 
 



Schedule 15.2 – 4 
US-DOCS\101963615.14 

Attorneys: Martin Malkasian (no firm name)(Ibarra); Weiss Salinas Law 
Group, Richard Salinas, Carol O’Niel (TRMC and Middleton); Le 
Beau-Thelan, LLP, Dennis Thelan (Smith); (Family Healthcare 
Network and David Larios are listed as unrepresented) 

 
8. METCALF V. TRMC; Tulare County Superior Court Case No. VCI252446 

 
Full Caption: Richard Metcalf, Richard Metcalf, Jr., Stephan Metcalf v. Tulare 

Regional Medical Center, Debra Holdrige, Linda Nelson, Patricia 
Collins, Tina Magana, Eric Gomez, Paulo Murietta, Anthony 
Murphy, Bryan Walthers 

 
Status of Automatic Stay: Stay is in effect (Notice of Stay filed on October 12, 2017) 
 
Status of Litigation: According to the Tulare County Superior Court docket this 

case is “open,” however note that all plaintiffs are listed as 
“dismissed” 

 
Deadline to Remove: 4/26/18 
 
Attorneys: N/A (all parties are listed as unrepresented) 
 

9. OPPER V. TRMC; Tulare County Superior Court Case No. VCU263554 
 
Full Caption: Jon Opper, Carolyn Opper v. Tulare Regional Medical Center, 

Elton Tripp, Ronald Ostrom, Ronald Smith 
 
Status of Automatic Stay: Stay is in effect (Notice of Stay filed on October 12, 2017) 
 
Status of Litigation: Matter settled just prior to the TRMC’s bankruptcy filing; all 

that is required in the trial court is to finalize the settlement, 
which will require relief from the automatic stay 

 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; Case No. VCU263554 
 
Attorneys: Kokozian Law Firm, APC, Brian K. Andrews, Gibson & Hughes, 

Robert B. Gibson, Jeffrey S. Hughes (Opper); Weiss Salinas Law 
Group, Richard Salinas, Carol O’Neil 
(TRMC/Tripp/Ostrom/Smith) 

 
 

10. TORREZ III V. TRMC; Tulare County Superior Court Case No. 
VCU268786 
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Full Caption: John Torrez, III, Bernadette Torrez v. Tulare Regional Medical 
Center, Parmod Kumar, Jomayoun Sohrabi, Mark Martinez 

 
Status of Automatic Stay: Stay relief granted pursuant to Stipulation – Order entered on 

1/4/18 
 

Status of Litigation: Trial set for September 2018 
 
Deadline to Remove: 2/5/18 (30 days following order lifting stay) 
 
Attorneys: Heimberg Barr, LLP, Marsha E. Barr-Fernandez, James Bulger 

(Torrez); Weiss Salinas Law Group, Richard Salinas, Carol O’Neil 
(TRMC); White Canepa, LLP, William M. White 
(Kumar/Sohrabi/Martinez) 

 
 
(b) Other Claims 
 
 

1. KUMAR v. BETRE 
 

Nature of Suit: Anti-Slapp Lawsuit (misuse of public funds) 
 
Status of Automatic Stay: Stayed (pending appeal) 
 
Status of Litigation: Underlying matter closed; the judgment is being appealed by 

Parmod Kumar; a decision as to this appeal is needed; time to file 
briefs has been extended to 5/4/18. 

 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; Case No. VCU265230 
 
Full Caption: Parmod Kumar, Rebecca Zulim, Benny Benzeevi v. Abraham Betre 
 
Attorneys: Levinson Arshonsky & Kurtz, LLP, David N.S. Krol 

(Kumar/Zulim); Baker & Hostetler, LLP, Robert C. Welsh 
(Benzeevi); McCormick Barstow, LLP, Michael F. Ball (Betre); 
Law Offices of Michael J. Lampe (the tax payers of Tulare Local 
Healthcare District – Real Party in Interest) 
 

2. PHELPS v. GREENE 
 
Nature of Suit: Request for Declaratory Relief (violation of Government Code 

Recovery of Expended Funds §6 of the California Constitution) 
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Status of Automatic Stay: Stayed 
 
Status of Litigation: Motion to set aside default judgment as to Benzeevi only was 

granted on 4/19/18; Status conference set for 8/23/18. 
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; Case No. VCU270681 
 
Full Caption: David Phelps v. Tulare Regional Medical Center, Bruce Greene, 

Baker Hostetler, LLP, Yorai Benzeevi, Rebecca Zulim 
 
Attorneys: Law Offices of Michael J. Lampe, Michael J. Lampe, Michael P. 

Smith (Phelps); Orrick Herrington et al., Cynthia J. Larsen 
(Benzeevi); TRMC, Zulim, Greene and Hostetler are listed as 
unrepresented on the Tulare County Superior Court website 

 
3. TORREZ (BERNADETTE) v. TRMC (slip and fall case) 

 
Nature of Suit: Personal Injury (slip and fall while visiting husband in hospital) 
 
Status of Automatic Stay: Stayed (violated by post-petition filing of complaint) 
 
Status of Litigation: Complaint filed on 3/2/18; HCCA served on 5/7/18.  TRMC not 

yet served.  
 
Deadline to Remove: 6/8/18  
 

See FRBP 9027(a)(3) “[i]f a claim or cause of action is asserted in 
another court after the commencement of a case under the Code, a 
notice of removal may be filed with the clerk only within the 
shorter of (A) 30 days after receipt, through service or otherwise, 
of a copy of the initial pleading setting forth the claim or cause of 
action sought to be removed, or (B) 30 days after receipt of the 
summons if the initial pleading has been filed with the court but 
not served with the summons.) 

 
Court and Case No: Tulare County Superior Court; Case No. VCU 272978 
 
Full Caption: Bernadette Torrez v. HCCA, unknown business entity, Tulare 

Local Health Care District, dba Tulare Regional Medical Center, 
and Reuben Rocha 

 
Attorneys: Winter Law Group, Joel D. Winter (Torrez); Weiss Salinas, 

Richard Salinas (TRMC and HCCA) 
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4. ZULIM v. TRMC 
 
Nature of Claim: Interference with prospective economic relations, CHSC 

violations, violations of ADA, deprivation of rights, interference 
with contract, and indemnity/contribution relating to the Phelps 
lawsuit 

 
Status of Automatic Stay: On 4/30/18 an order was entered conditionally granting stay relief 

to commence litigation provided there is insurance coverage and 
waiver by plaintiff of deductible amount 

 
Status Since ROS: Complaint has not yet been filed (that W2LG is aware) (according 

to the Tulare County Superior Court website, nothing has been 
filed by Zulim against TRMC as of the date of this memo) 

 
Deadline to Remove: 30 days following service of newly filed complaint 
 
Court and Case No: N/A 
 
Full Caption: Caption will likely be:  Rebecca Zulim, M.D. v. Tulare Regional 

Medical Center, dba Tulare Local Healthcare District, Parmod 
Kumar, Yorai Benzeevi, and Ronald Ostrom 

 
Attorneys: Farley Law Firm, Donald L. Mabry (Zulim) 
 
Notes: According to D. Mabry (attorney for Zulim) the matter cannot 

be tendered until the complaint is actually filed. 
 
A. DECLARATORY AND INJUNCTIVE RELIEF LAWSUITS 

 
1. DRILLING, et al. v. SHERRIE BELL 

 
Nature of Suit: Request for Declaratory and Injunctive Relief; Taxpayer action to 

enjoin illegal expenditure or waste of public funds 
 
Status of Automatic Stay: Stayed 
 
Status of Litigation: Hearing on status of bankruptcy is set for 8/15/18 (McCormick 

Barstow is handling) 
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; Case No. VCU267051 
 
Full Caption: Thomas Drilling, William Postlewaite, John Beck, Ned Kehrli, 

Edward Henry, Xavier Avila, Douglas Jacobs, JD McNearney, 
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Jennifer Burcham, David Phelps, Patricial Drilling Phelps, v. 
Tulare Local Healthcare District, Sherrie Bell, Parmod Kumar, 
Linda Wilbourn, Richard Torrez, Laura Gadke, Healthcare 
Conglomerate Associates, Rebecca Zulim, Benny Benzeevi 

 
Attorneys: Law Offices of Michael J. Lampe, Michael J. Lampe and Michael 

P. Smith (Drilling / Postelwaite / Beck / Kehrli / Henry / Avila / 
Jacobs / McNearney / Burcham / Phelps / Drilling-Phelps); 
NOSSAMAN, LLP, David Balfour, Carl Coppo (TRMC); 
remaining defendants are listed as unrepresented on Tulare County 
Superior Court website 

 
 

2. MARTIN-SOARES v. TRMC 
 
Nature of Suit: Request for Declaratory Relief and Injunctive Relief; Request for 

Production of Records Under the Public Records Act 
 
Status Automatic Stay: Stay is in effect (Notice of Stay filed on October 5, 2017) 
 
Status of Litigation: Currently stayed; this matter appears to be ready to set for trial if 

an when stay is lifted 
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; VCU266902 
 
Full Caption: Deanne Martin-Soares, Emily Yenigues v. Tulare Regional 

Medical Center, Healthcare Conglomerate Associates 
 
Attorneys: Law Offices of Michael J. Lampe, Michael J. Lampe and Michael 

P. Smith (Martin-Soares/Yenigues); NOSSAMAN, LLP, David 
Balfour, Carl Coppo (TRMC); HCCA is listed as unrepresented on 
the Tulare County Superior Court website 

 
Notes: On 3/20/18 TW and RCW discussed and we are not authorized 

to stipulate to ROS; May want to remove.  
 
  

3. MISSION HOSPITAL RMC v. TOBY DOUGLAS, ET AL.  
 
Nature of Suit: Writ Mandate – Petition filed to challenge provision enacted by the 

legislature imposing freeze on Medi-Cal reimbursement for 
impatient services 
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Status of Automatic Stay: N/A; TRMC is a petitioner (notice of stay filed inadvertently and 
subsequently withdrawn) 

 
Status of Litigation: On 6/5/18 Danielle Bethel confirmed with the court that this 

matter was dismissed without prejudice in its entirety in June 
2014. 

 
Deadline to Remove: 4/26/18 
 
Court and Case No: Sacramento County Superior Court; 34-2011-80001004  
  
Full Caption: 62 petitioner hospitals including TRMC v. Department of 

Healthcare Services for California (Toby Douglas, Director) 
 
Attorneys: Davis Wright Tremaine, Jordan B. Keville (all petitioners); Office 

of the Attorney General (respondent) 
 
Notes: This matter was dismissed prior to the Petition Date.   
 
 

4. SENOVIA GUTIERREZ v. TULARE LOCAL HEALTHCARE DISTRICT 
 
Nature of Suit: Writ Mandate; civil suit attempting to force TRMC board to 

recognize Gutierrez as board member (filed 9/27/17) 
 
Status of Automatic Stay: Stayed (Notice of Stay filed on October 12, 2017) 
 
Status of Litigation: Case management conference set for 8/29/17 
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; Case No. VCU271265 
 
Full Caption: Senovia Gutierrez v. Tulare Regional Medical Center, Richard 

Torrez, Michael Jamaica, and Kevin Northcraft 
 
Attorneys: Mederos, Soares & Ormonde, Dennis Alan Mederos (Gutierrez); 

All defendants are listed as unrepresented on the Tulare County 
Superior Court website 

 
 

5. THE PEOPLE OF THE STATE OF CALIFORNIA v. RICHARD TORREZ 
 
Nature of Suit: Judicial Review / Writ Mandate; suit filed by the District Attorney 

attempting to force TRMC board to recognize Gutierrez as board 
member (filed 9/11/17) 
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Status of Automatic Stay: N/A 
 
Status of Litigation: Pending (Alternative Writ of Mandate Requested 9/11/17) 
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; VCU271086 
 
Full Caption: People of the State of California v. Richard Torrez, Senovia 

Gutierrez, Bruce Green, Baker & Hostetler 
 
Attorneys: Tulare County District Attorney’s Office, Trevor Holly (People of 

the State of California); McCormick Barstow, LLP [Timothy 
Thompson] (TRMC)(listed as “joinder” party); Baker & Hostetler, 
LLP, Robert C. Welsh (HCCA)(listed as “other” party); Other 
parties are listed as unrepresented according to the Tulare County 
Superior Court website 

 
 

6. TRMC STAFF v. TRMC (MEC Suit) 
 
Nature of Suit: Judicial Review / Writ Mandate 
 
Status of Automatic Stay: Stay is in effect (Notice of Stay filed on October 12, 2017)  
 (MEC Lawsuit), 
 
Status of Litigation: Status conference set for 7/25/18.  
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; Case No. VCU264227 
 
Full Caption: TRMC Medical Staff v. TRMC, Healthcare Conglomerate 

Associates, LLC, California Medical Association 
 
Attorneys: John D. Harwell, APC, John D. Harwell (TRMC Medical Staff); 

Abbie P. Maliniak (sole practitioner)(note that Maliniak e-mailed 
W2LG stating that she is no longer attorney of record; TCSC 
website still lists her as such)(TRMC); Fenton Law Group, LLP, 
Benjamin Fenton (TRMC Professional Staff); Long X. Do (no 
firm; appears to be general counsel)(California Medical 
Association); HCCA listed as unrepresented according to the 
Tulare County Superior Court website 

 
B. BREACH OF CONTRACT AND COLLECTIONS LAWSUITS 
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1. FIRSTSOURCE SOLUTIONS, LLC v. TRMC 

 
Nature of Suit: Breach of Contract (with counterclaims for breach of contract) 
 
Status of Automatic Stay: The parties have stipulated to relief from stay to allow the claim to 

be liquidated; on May 31, 2018 the court granted TRMC’s motion 
to approve the stipulation (waiting for order to be entered).  Thus 
the next step is to monitor receipt of a decision by the U.S. District 
Court. 

 
Status of Litigation: Once the order lifting the stay is entered the parties will proceed to 

final judgment.  Note that Baker remains as the attorney of record 
for TRMC. 

 
Deadline to Remove: N/A (cannot remove to District Court; see In re Curtis, 571 BR 

441 (9th Cir. BAP 2017) 
 
Court and Case No: U.S. District Eastern District of California ; 1:15-cv-01136 
 
Full Caption: FirstSource Solutions, LLC v. Tulare Regional Medical Center 
Attorneys: Quarles & Brady, LLP, Alissa Brice Castaneda (FirstSource) 

(PHV:  Daniel M. Janssen; Emily M. Feinstein; Patrick J. Proctor-
Brown), Baker & Hostetler, LLP, Teresa C. Chow (TRMC) 

 
Notes: Stay relief granted as indicated above. 
 

2. GRAHAM PREWETT, INC. v. TULARE LOCAL HEALTHCARE 
DISTRICT 

 
Nature of Suit: Breach of Contract; Open Book Account DISMISSED. 
 
Status of Automatic Stay: N/A; Removed to Bankruptcy Court. 
 
Status of Litigation: Removed Adversary Proceeding DISMISSED (see supra). 
 
Deadline to Remove: N/A 
 
Court and Case No: Tulare County Superior Court; VCU269517 
 
Full Caption: Graham Prewett, Inc. v. Tulare Local Healthcare District 
 
Attorneys: Law Offices of Joseph Naegele, Sr. (Graham Prewett, Inc.); Harris 

Law Firm, Justin D. Harris (Graham Prewett, Inc.); TRMC is listed 
as unrepresented on the Tulare County Superior Court website 
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Notes: This case has been dismissed and no further follow up is 
needed except to monitor any filed proof of claim and 
determine if objectionable.  

 
3. HCCA v. TULARE REGIONAL MEDICAL CENTER 

 
Nature of Suit: Breach of Contract (with counterclaims for breach of contract) 
 
Status of Automatic Stay: N/A; Removed to Bankruptcy Court on December 28, 2017 
 
Status of Litigation: The following HCCA motions will be heard on 6/27/18:  (1) 

Motion to Remand; (2) Motion to Strike Portions of TRMC’s 
Answer; and (3) Motion to Dismiss Counterclaim (status also 
tracked below under Adversary Proceedings). 

 
Deadline to Remove: N/A 
 
Court and Case No: Los Angeles County Superior Court; Case No. 676133 
 U.S. Bankruptcy Court, Adversary Proceeding Case No. 17-01095  
  
Full Caption: Healthcare Conglomerate Associates, LLC v. Tulare Regional 

Medical Center 
 
Attorneys: Orrick Herrington, et al., Marshall Grossman (HCCA); 

McCormick Barstow and W2LG (TRMC) 
 

4. PHILLIPS HEALTHCARE v. TRMC 
 
Nature of Suit: Collections 
 
Status of Automatic Stay: Stayed 
 
Status of Litigation: This lawsuit was filed on 9/22/17 and dismissed on 4/9/18. 
 
Deadline to Remove: 4/26/18  
 
Court and Case No: Tulare County Superior Court; VCU271244 
  
Full Caption: Phillips Healthcare v. Tulare Regional Medical Center 
Attorneys: Glassberg Pollak & Associates, Robert L. Pollak (Phillips 

Healthcare); TRMC is listed as unrepresented on the Tulare 
County Superior Court website 

 
  

5. SPECIALTY LABORATORIES v. TRMC 
 



Schedule 15.2 – 13 
US-DOCS\101963615.14 

Nature of Suit: Breach of Contract 
 
Status of Automatic Stay: N/A; Removed to Bankruptcy Court on 4/10/18. 
 
Status of Litigation: Removed Adversary Proceeding is currently pending in the 

Bankruptcy Court (see below for status of adversary proceeding). 
 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; VCU269056 
Full Caption: Specialty Laboratories, Inc. v. Tulare Local Healthcare District, 

Healthcare Conglomerate Associates, LLC 
 
Attorneys: Lanak & Hanna, Tristan P. Espinosa (Specialty Laboratories, Inc.); 

All defendants are listed as unrepresented on the Tulare County 
Superior Court website 

 
Notes: Danielle Bethel removed this matter to the U.S. Bankruptcy 

Court on 4/10/18.  
  

6. WELLS FARGO VENDOR FINANCIAL SERVICES v. TRMC  
 
Nature of Suit: Breach of Contract 
 
Status of Automatic Stay:  N/A; DISMISSED 
 
Status of Litigation: Dismissed (filed in violation of the automatic stay) 
 
Deadline to Remove: N/A 
 
Court and Case No: Tulare County Superior Court; VCU271413 
 
Full Caption: Wells Fargo Vendor Financial Services v. Tulare Local 

Healthcare District, dba Tulare Regional Medical Center 
 
Attorneys: Buchalter Law Firm (WFVFS); TRMC was not represented at time 

of dismissal. 
 
Notes: This suit has been dismissed and there is no further follow up 

needed except to monitor proof of claim.  
 
 
C. UNLAWFUL DETAINER LAWSUITS 

 
1. COUNTY OF TULARE v. TRMC 
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Nature of Suit: Unlawful Detainer regarding Hillman Rural Healthcare Clinic 
Lease. 

 
Status of Automatic Stay:  Stayed 
 
Status of Litigation: This lawsuit was filed on 9/26/17; W2LG was not aware of this 

lawsuit until the County of Tulare filed its proof of claim in the 
bankruptcy court attaching a copy of the complaint. 

 
Deadline to Remove: 4/26/18 
 
Court and Case No: Tulare County Superior Court; 271247 
 
Full Caption: County of Tulare v. Tulare Local Healthcare District, dba Tulare 

Regional Medical Center 
 
Attorneys: Tulare County Counsel, Amy I. Terrible, Deputy County Counsel 

(County of Tulare) 
 
 
D. LABOR COMMISSIONER CLAIMS 

 
1. VENKATARIO ISOLA v. TRMC 
 

Nature of Suit: Failure to Pay Wages Due 
 
Status of Automatic Stay:  Stay is in effect (Notice of Automatic Stay emailed to Labor 

Commissioner on 3/21/18). 
 
Status of Litigation: Stayed 
 
Deadline to Remove: 30 days from receipt of initial pleading 
 
Court and Case No: State of California Dept. of Industrial Relations, Labor 

Commissioner’s Office; WC-CM-389145 
 
Full Caption: Venkatarao Isola v. Tulare Regional Medical Center 
 
Attorneys:   McCormick Barstow, Laura Wolfe 
 
 
 
E. ADVERSARY PROCEEDINGS PENDING IN THE BANKRUPTCY CASE 
 

1. TRMC v. CELTIC LEASING CORP. 
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Nature of Suit: Complaint to Avoid Preferential and Fraudulent Transfers 
 
Status of Litigation:  Pending as Adversary Proceeding; Complaint filed 2/7/18 
Deadline to Remove: N/A 
 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01008 
 
Full Caption: Tulare Local Healthcare District, dba Tulare Regional Medical 

Center v. Celtic Leasing Corp., a California Corporation 
(terminated as defendant on 5/8/18); BM Financial Bank, NA, MB 
Equipment Finance, LLC (successor by merger to Celtic) 

 
Attorneys: W2LG and McCormick Barstow (TRMC); Allen Matkins, Michael 

S. Gregor (Celtic, MB Financial, MB Equipment Finance) 
 
 

2. GRAHAM PREWETT v. TRMC (Removed Lawsuit) (DISMISSED) 
 

Nature of Suit: Removed Lawsuit (see supra at D2); Breach of Contract/Open 
Book Account 

 
Status of Litigation:  Dismissed (pursuant to stipulation in light of proof of claim filed 

by plaintiff) 
 
Deadline to Remove: N/A 
 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01001 
 
Full Caption: Graham Prewett, Inc. v. Tulare Local Healthcare District 
 
Attorneys: Law Offices of Joseph Naegele, Sr. (Graham Prewett, Inc.); Harris 

Law Firm, Justin D. Harris (Graham Prewett, Inc.) 
 
3. HCCA v. TRMC (Removed Lawsuit) 

 
Nature of Suit: Removed lawsuit; Breach of Contract (with counterclaims for 

breach of contract) 
 
Status of Litigation:  Pending as Adversary Proceeding; Removed from LA County 

Superior Court on 12/28/17; The following HCCA motions will be 
heard on 6/27/18:  (1) Motion to Remand; (2) Motion to Strike 
Portions of TRMC’s Answer; and (3) Motion to Dismiss 
Counterclaim. 

 
Deadline to Remove: N/A 
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Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 17-01095 
 
Full Caption: Healthcare Conglomerate Associates, LLC v. Tulare Regional 

Medical Center 
 
Attorneys: Orrick Herrington, et al, Marshall Grossman (HCCA); McCormick 

Barstow and W2LG (TRMC) 
 

4. TRMC v. HCCA (547 Complaint) 
 

Nature of Suit: Complaint to Avoid Preferential and Fraudulent Transfers 
 
Status of Litigation:  Pending as Adversary Proceeding; Complaint filed 1/23/18; First 

Amended Complaint filed 5/8/16; Notice of Acknowledgement of 
Receipt filed 5/16/18; Answer to First Amended Complaint filed 
6/4/18; Status Conference set for 6/27/18.  

 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01005 
 
Full Caption: Tulare Regional Medical Center v. Healthcare Conglomerate 

Associates, LLC 
 
Attorneys: McCormick Barstow and W2LG (TRMC); Orrick Herrington, et 

al, Marshall Grossman (HCCA) 
 

 
5. SPECIALTY LABORATORIES v. TRMC (Removed Lawsuit) 

 
Nature of Suit: Breach of Contract 
 
Status of Litigation: Removed to bankruptcy court on 4/10/18; Answer filed by HCCA 

on 4/17/18; No answer filed by TRMC; Continued status 
conference 6/27/18; Status report due by 6/20/18; Judge Lastreto 
indicated at the 5/9/18 status conference that he would like the 
pleadings to be “fleshed out” prior to the 6/27 status conference 
but no deadline to answer or file crossclaims or counterclaims has 
been set.  

 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01014 
 
Full Caption: Specialty Laboratories, Inc. v. Tulare Local Healthcare District, 

Healthcare Conglomerate Associates, LLC 
 
Attorneys: Lanak & Hanna, Tristan P. Espinosa (Specialty Laboratories, Inc.); 

McCormick Barstow and W2LG (TRMC); Orrick Herrington, et 
al, Marshall Grossman (HCCA) 
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Notes: Note that Cynthia Larsen indicated that HCCA will be filing a 

crossclaim against TRMC for indemnity. 
 
 
 

6. MAXIM HEALTHCARE SERVICES v. HCCA (Removed Lawsuit) 
 
Nature of Suit: Breach of Contract 
 
Status of Litigation: Removed to bankruptcy court on 4/25/18; HCCA crossclaim due 

to be filed by 6/29/18; Continued status conference 7/19/18; 
Parties to meet and confer under Rule 26 by 6/28/18; Adversary 
Proceeding Status Report due on 7/12/18 (to include discovery 
plan and proposed schedule). 
 

Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01018 
 
Full Caption: Maxim Healthcare Services, Inc. v. Healthcare Conglomerate 

Associates, LLC, dba Tulare Regional Medical Center 
 
Attorneys: The Dunning Law Firm, Donald T. Dunning (Maxim); W2LG and 

McCormick Barstow (TRMC); Orrick Herrington, et al, Cynthia 
Larsen (HCCA) 

 
Notes: This matter was removed due to TRMC’s contractual 

obligation to indemnify HCCA; TRMC is not a party to the 
lawsuit. 

 
 HCCA will defend based on agency principles and assert 

indemnity on any remaining liability (per C. Larsen on 5/30). 
   

 
7. TRMC v. JOHNSON 
 

Nature of Suit: Complaint to Determine Nature, Extent, and Validity of Lien 
 
Status of Litigation: Complaint filed 4/30/18; Status Conference scheduled for 6/27/18; 

Status report due 6/20/18 
 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01020 
 
Full Caption: Tulare Local Healthcare District, dba Tulare Regional Medical 

Center v. Cyril H. Johnson, Kenneth A. Kuney, Trustee, 
Georgianna Aileen Johnson McDonald 
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Attorneys: McCormick Barstow and W2LG (TRMC) 
 
Notes: This adversary proceeding involves the real property owned by 

TRMC which is located at 793 Cherry Street.  
 

8. TRMC v. BRAVIN 
 

Nature of Suit: Complaint to Determine Nature, Extent, and Validity of Lien 
 
Status of Litigation: Complaint filed 4/30/18; Status Conference scheduled for 6/27/18; 

Status report due 6/20/18 
 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01021 
 
Full Caption: Tulare Local Healthcare District, dba Tulare Regional Medical 

Center v. Don A. Bravin, Elvira M. Bravin 
 
Attorneys: McCormick Barstow and W2LG (TRMC) 
 
Notes: This adversary proceeding involves the real property owned by 

TRMC which is located at 591 E. Merritt Ave.  
 
 

9. TRMC v. LAVERS 
 

Nature of Suit: Complaint to Determine Nature, Extent, and Validity of Lien 
 
Status of Litigation: Complaint filed 4/30/18; Status Conference scheduled for 6/27/18; 

Status report due 6/20/18 
 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01022 
 
Full Caption: Tulare Local Healthcare District, dba Tulare Regional Medical 

Center v. George D. Lavers, George D. Lavers and Elizabeth J. 
Lavers, Trustees of the George D. Lavers and Elizabeth J. Lavers 
Revocable Living Trust dated 5/10/95 

 
Attorneys: McCormick Barstow and W2LG (TRMC) 
 
Notes: This adversary proceeding involves the real property owned by 

TRMC which is located at 941 Gem Street.  
 

10. TRMC v. BERNADETTE TORREZ 
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Nature of Suit: Complaint for Violation of Automatic Stay; Request for Injunctive 
and Declaratory Relief 

 
Status of Litigation: Complaint filed 6/5/18; First adversary proceeding status 

conference set for 8/1/18; Status report due by 7/25/18; Notice of 
Acknowledgement and Receipt of Summons and Complaint e-
mailed to Joel Winter with request that he accept service on 6/6/18.  

 
Court and Case No: USBC, Eastern District; Adv. Proc. Case No. 18-01032 
 
Full Caption: Tulare Local Healthcare District, dba Tulare Regional Medical 

Center v. Bernadette Torrez 
 
Attorneys: McCormick Barstow and W2LG (TRMC); Winter Law Group, 

Joel D. Winter (Torrez) 
 
Notes: This adversary proceeding was filed following several attempts to get Joel Winter to 

dismiss TRMC as a defendant in the civil litigation referenced above, which was 
filed in violation of the automatic stay. 

 
 

11. OUTSTANDING WORKER COMP CASES 
 
 

1. Fatima Fagundes  Claim No. 96000466 
2. Evelia Flores-Soto  Claim No. 98000486 
3. Cathy Dodson  Claim No. 05000244 
4. Graciela Reveles Claim No. 07000061 
5. Kimberly Jones Claim No. 07000717 
6. Kimberly Jones Claim No. 08000133 
7. Rick Painter   Claim No. 09000159 
8. Russell Hull  Claim No. 09001044 
9. Courtney Carter Claim No. 13001000 
10. Courtney Carter Claim No. 14000473 

Sofia Rios  Claim No. 14000992
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Schedule 15.7 
NO OTHER TENANTS 

 
The District has no lease arrangements that would become Converted Subleases. 
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TULARE REGIONAL MEDICAL CENTER 

GUARANTY OF LEASE 

As a material inducement to and in consideration of the execution by TULARE LOCAL 
HEALTHCARE DISTRICT, a California health care district (“District”) of that certain Lease (the "Lease") 
of even date herewith between District, as landlord, and ADVENTIST HEALTH TULARE, a California 
nonprofit religious corporation (“Tenant”), as tenant, relating to the Premises (as defined in the Lease) 
located in the City and County of Tulare, California, ADVENTIST HEALTH SYSTEM/WEST, a 
California nonprofit religious corporation doing business as ADVENTIST HEALTH (“Guarantor”) 
hereby agrees as follows: 

1. Guarantor hereby unconditionally guarantees the performance of, and unconditionally 
promises to perform, all of the obligations of Tenant under the Lease, and any and all extensions and 
modifications thereof, including, but not limited to, the obligation to pay the Rent (as defined in the Lease).  

2. In such manner, upon such terms and at such times as District shall deem best, and without 
notice to or the consent of Guarantor, District may alter, compromise, extend or change the time or manner 
for the performance of any obligation hereby guaranteed, substitute or add any one or more guarantors, 
accept additional or substituted security for the performance of any such obligation, or release or 
subordinate any security therefor, any and all of which may be accomplished without any effect on the 
obligations of Guarantor hereunder. No exercise or non-exercise by District of any right hereby given, no 
dealing by District with Tenant, any other guarantor or other person, and no change, impairment or 
suspension of any right or remedy of District shall in any way affect any of the obligations of Guarantor 
hereunder or give Guarantor any recourse against District. 

3. Guarantor hereby waives and agrees not to assert or take advantage of the following: 

(a) Any right to require District to proceed against Tenant or any other person or to 
proceed or exhaust any security held by District at any time or to pursue any other remedy in District’s 
power before proceeding against Guarantor, including the provisions of Sections 2845 and 2850 of the Civil 
Code of California; 

(b) Any defense based on the statute of limitations in any action hereunder or in any 
action for the performance of any obligation hereby guaranteed; 

(c) Any defense that could have otherwise be asserted by Tenant; 

(d) Any defense that may arise by reason of the incapacity, lack of authority, 
bankruptcy, death or disability of any other person or persons or the failure of District to file or enforce a 
claim against the estate (in administration, bankruptcy or any other proceeding) of any other person or 
persons, including the provisions of Section 2810 of the Civil Code of California; 

(e) Any defense based on an election of remedies including, but not limited to, any 
action by District which shall destroy or otherwise impair any subrogation right of Guarantor or the right 
of Guarantor to proceed against Tenant for reimbursement, or both;  

(f) Any duty on the part of District to disclose to Guarantor any facts District may 
now or hereafter know about Tenant, regardless of whether District has reason to believe that such facts 
materially increase the risk beyond that which Guarantor intends to assume or has reason to believe that 



 
US-DOCS\105068128.1 

such facts are unknown to Guarantor or has a reasonable opportunity to communicate such facts to 
Guarantor, it being understood and agreed that Guarantor is fully responsible for being and keeping 
informed of the financial condition of Tenant and of all circumstances bearing on the risk of 
nonperformance of any obligation hereby guaranteed; 

(g) Any right to receive (i) notice of acceptance hereof; (ii) grace, demand, 
presentment and protest with respect to the obligations under the Lease, (iii) notice of non-payment or other 
defaults, of intention to accelerate and of acceleration of the obligations under the Lease, (iv) the notice of 
existence, creation or incurring of new or additional obligation on the part of Tenant, District or any other 
person, and (v) any other notices, in each case of clauses (i) through (v), except to the extent expressly 
required under this Agreement to be given to Tenant, and under the provisions of Section 2819 of the Civil 
Code of California; and 

(h) Any defense based on the fact that Guarantor's obligations hereunder are larger or 
more burdensome than that of Tenant's under the Lease, including the provisions of Section 2809 of the 
Civil Code of California. 

Without limiting the generality of the foregoing or any other provision hereof, Guarantor hereby expressly 
waives any and all benefits, rights and defenses which might otherwise be available to Guarantor under 
California Civil Code Sections 2787 to 2855, inclusive, 2899, 2953 and 3433. 

4. Until all obligations hereby guaranteed shall have been fully performed, Guarantor shall 
have no right of subrogation and waives any right to enforce any remedy which District now has or may 
hereafter have against Tenant and any benefit of, and any right to participate in, any security now or 
hereafter held by District, including the provisions of Sections 2847, 2848 and 2849 of the Civil Code of 
California.  Guarantor agrees that nothing contained herein shall prevent District from suing on the Lease 
or from exercising any rights available to District thereunder and that the exercise of any of the aforesaid 
rights shall not constitute a legal or equitable discharge of Guarantor.  Guarantor expressly waives any and 
all benefits under the second sentence of California Civil Code Section 2822(a).  In addition, Guarantor 
agrees that District (and not Tenant) shall have the right to designate the portion of Tenant's obligations 
under the Lease that is satisfied by a partial payment by Tenant. 

5. All existing and future obligations of Tenant to Guarantor, or any person owned in whole 
or in part by Guarantor, and the right of Guarantor to cause or permit itself or such person to withdraw any 
capital invested in Tenant are hereby subordinated to all obligations hereby guaranteed, and, without the 
prior written consent of District, such obligations to Guarantor shall not be performed, and such capital 
shall not be withdrawn, in whole or in part, while Tenant is in default under the Lease. 

6. All rights, powers and remedies of District hereunder, the Lease and under any other 
agreement now or at any time hereafter in force between District and Guarantor shall be cumulative and 
not alternative, and such rights, powers and remedies shall be in addition to all rights, powers and remedies 
given to District at law or in equity.  This Guaranty is in addition to and exclusive of the guarantee of any 
other guarantor of any obligation of Tenant to District. 

7. The obligations of Guarantor hereunder are independent of the obligations of Tenant under 
the Lease, and, in the event of any default hereunder or under the Lease, a separate action or actions may 
be brought and prosecuted against Guarantor, whether or not Tenant is joined therein or a separate action 
or actions are brought against Tenant.  District may maintain successive actions for other defaults.  District’s 
rights hereunder shall not be exhausted by its exercise of any of its rights or remedies or by any such action 
or by any number of successive actions until and unless all obligations hereby guaranteed shall have been 
fully performed. 
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8. Guarantor shall pay to District, without demand, reasonable attorneys' fees and all costs 
and other expenses which District shall expend or incur in collecting or compromising any obligation 
hereby guaranteed or in enforcing this Guaranty against Guarantor, whether or not suit is filed including, 
but not limited to, attorneys' fees, costs and other expenses incurred by District in connection with any 
insolvency, bankruptcy, reorganization, arrangement or other similar proceeding involving Guarantor 
which in any way affects the exercise by District of its rights and remedies hereunder. 

9. Should any one or more provisions of this Guaranty be determined to be illegal or 
unenforceable, all other provisions shall nevertheless be effective. 

10. This Guaranty shall inure to the benefit of District and its successors and assigns, and shall 
bind the heirs, executors, administrators, successors and assigns of Guarantor.  This Guaranty may be 
assigned by District concurrently with the transfer of title to, or master lease of, property covered by the 
Lease, and, when so assigned, Guarantor shall be liable to the assignees without in any manner affecting 
the liability of Guarantor hereunder. 

11. Upon full performance of all obligations hereby guaranteed, this Guaranty shall be of no 
further force or effect. 

12. No provision of this Guaranty or right of District hereunder can be waived or modified, nor 
can Guarantor be released from Guarantor's obligations hereunder, except by a writing duly executed by 
District. 

13. When the context and construction so require, all words used in the singular herein shall 
be deemed to have been used in the plural and the masculine shall include the feminine and neuter and vice 
versa.  The word "person" as used herein shall include any individual, company, firm, association, 
partnership, corporation, trust or other legal entity of any kind whatsoever.  Capitalized terms used herein 
without definition shall have the meanings given in the Lease. 

14. If two (2) or more entities are signing this Guaranty as Guarantor, then all such entities 
shall be jointly and severally liable for the obligations of Guarantor hereunder. 

15. This Guaranty shall be governed by and construed in accordance with the laws of the State 
of California.  In any action brought under or arising out of this Guaranty, Guarantor hereby consents to the 
jurisdiction of any competent court within the State of California and hereby consents to service of process 
by any means authorized by California law.  This Guaranty shall constitute the entire agreement of 
Guarantor with respect to the subject matter hereof, and no representation, understanding, promise or 
condition concerning the subject matter hereof shall be binding upon District unless expressed herein. 

Dated:  [ ò ], 2018  
 

GUARANTOR 
ADVENTIST HEALTH SYSTEM/WEST 
 
 
_____________________________________ 
By:__________________________________ 
Its __________________________________ 
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Simon E Hower, lnc.
REAL ESTATT APPRAISAL

June 22,2OLg

Todd Wynkoop
Attorney at Law
McCormick Barstow, LLP

7647 North Fresno Street
Fresno, Qa93729-89L2

Re: Tulare Local Healthcare District Properties
Tulare, CA

Dear Mr. WynkooP:

At your request, we have appraised a real property interest for numerous offices, medical

offices and vacant land located in the city of Tulare and the community of Earlimart. The

interest appraised varies between fee simple, leasehold and leased fee. All properties

are owned by the Tulare Local Healthcare District.

This valuation contains analyses, opinions, and conclusions along with market data and

reasoning appropriate for the scope of work detailed later herein. lt was prepared solely

for the intended use and intended user explicitly identified in the attached report.

Unauthorized users do so at their own risk. The appraisal is communicated in the

attached Narrative report and conforms to the version of the Uniform Standards of
professional Appraisal Practice (USPAP) in effect on this report's preparation date. All

value conclusions assume no liens or encumbrances other than normal covenants and

restrictions of record.

This letter is not an appraisal report and only serves as an introduction to the attached

appraisal. lf this letter is disjoined from the attached appraisal report, then the value

opinions set forth in this letter are invalid because the analyses, opinions, and

conclusions cannot be properly understood. The value opinion must be placed in the

context of the analYsis.
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The value opinions are affected by all the information, assumptions, hypotheses, general

limiting conditions, facts, descriptions, and disclosures stated in the attached appraisal

report] After careful consideration of all factors pertaining to and influencing value, the

data and analysis thereof firmly supports the following value opinion for the subject

properties as of MaY 18, 2018:

Properties t,2 & 3 Vacant Lots

lot24 $148,500
Lot 26 $207,000
Lot 35 $139,500
TotalValue $495,000

properties !,2 and 3 are located within a professional office development and consist of

vacant parcels, ready for development. The land is valued based on price per buildable

area. The fee simple interest is appraised for these properties.

Property 4: 935-945 Gem Street, Tulare

$175.000

There is no remaining economic life to the building improvements. The vale represents

the underlying land, less demolition costs. The fee simple interest is appraised'

Property 5: 591 E. Merritt Ave. & 979 N' Gem Street, Tulare

$340.000

The value is based on the "as is" condition of two offices. The fee simple interest is

appraised,

Properly 6: 890, 906 & 9220herry Street, Tulare

$340.000

The property includes three offices' Two are occupied and one needs to be removed

from the site. The two habitable offices are valued and added to the value of surplus

land area. The demolition costs for building 922 have been deducted from the value.

The fee simple interest is appraised.
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Property 7 : 87 4 Cherry Street, Tulare

$90.000

This property includes one vacant office on a small lot. The office has reached the end of

its economic life and the value represents the land, less demolition costs. The fee simple

interest is appraised.

Properly 8: 793, 795 & 799 North CherryStreet' Tulare

$360.000

The value includes two offices and one manufactured office. The fee simple interest is

appraised.

ProperV 9: 1050 Cherry Street, Tulare

$2,100.000

This is the Veterans Clinic. The value is subiect to an extraordinary assumption outlined
'rn thetepo,rh The value could be considerably less if the assumptions are not met. The

leased fee interest is aPPraised.

Property 10: 398 S. Church Street, Earlimart

Scenario 1 $0
Scenario 2 $80,000

The value is an allocation to the building improvements. The underlYinE land is leased.

Extiiordinary assumptions apply to Scenario 2. The leasehold interest is appraised.

Thank you for the opportunity to be of service'

Jacob l. Hower, MAI
Certified General Real Estate Appraiser
Ca I iforn ia Lice nse 3OO27 62 (Expi res L1'/ t4 / L8)
jake@simonhower.com
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CERTIFICATION

I certify that, to the best of my knowledge and belief:

The statements of fact contained in this report are true and correct,

The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting

conditions and are my personal, impartial, and unbiased professional analyses, opinions, and conclusions.

I have no present or prospective interest in the property that is the subject(s) of this report and no personal

interest with respect to the parties involved.

I have performed no services, as an appraiser or in any other capacity, regarding the property that is the

subject of this report within the three-year period immediately preceding acceptance of this assignment.

I have no bias with respect to the property that is the subject of this report or to the parties involved with this

assignment.

My engagement in this assignment was not contingent upon developing or reporting predetermined results.

My compensation for completing this assignment is not contingent upon the development or reporting of a

pr"O"t"irin"d value or Oirection in value that favors the cause of the client, the amount of the value

opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the

intended use of this aPPraisal'

My analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity

wiifl the Unifo rm Standards of Professional Appraisal Practice'

I have made a personal inspection of the property that is the subject of this report'

No one provided significant real property appraisal assistance to the person signing this certification'

The reported analyses, opinions, and conclusions were developed, and this report has been prepared' in

conformity with the Code of professional Ethics and Standards of Professional Appraisal Practice of the

Appraisal lnstitute.

The use of this report is subject to the requirements of the Appraisal lnstitute relating to review by its duly

a uthorized rePresentatives'

As of the date of this report, lJacob Hower have completed the continuingeducation program for Designated

Members of the Appraisal lnstitute'

Jacob L Hower, MAI

Certified General Real Estate Appraiser
Ca I iforn ia License 30027 62 ( Exp i res Ll/ t4 / L8)
jake@simonhower.com
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Bngc Assuwprtorus & Llwrlrue Coruortorus

t. No survey was made of the property, and the dimensions are those taken from

the maps in the Office of the County Assessor of the County of Tulare. This appraisal is

not an engineering, legal or architectural study. lt is not an examination or survey of any

kind. Expertise in these areas is not implied and should not be inferred by the reader'

2. No separation of land and building values may be used for any other purpose

than that delineated elsewhere in this report.

3. Neither all nor any part of the contents of this report shall be conveyed to the

public through advertising, public relations, news, sales, or other media without the

written consent and approval of the author. 
,

4. No right to expert testimony is included with this report, and the fee for this

appraisal does not include payment for pre-trial conferences or taking of depositions.

5. No responsibility is assumed for matters legal in nature.

6. No survey or soil tests of the land have been made by the appraiser'

7. This report and all information contained herein was prepared for the sole and

exclusive benefit of the client, as specified herein, and is intended for their use only' No

one except the client specified herein may rely on this report for any purpose. Any

person or entity who obtained or reads this report, or a copy thereof, other than the client

specified hereln, expressly assumes all risk of damages to himself or third persons

arising out of reliance thereon or use thereof and waives the right to bring any action

based on the appraisal, directly or indirectly, and the appraiser shall have no liability to

any such Person or entitY.

g. possession of this report or any copy thereof does not carry with it the right of

publication, nor may the same be used for any purpose by anyone except the appraiser's

employer, without the previous written consent of the appraiser, and in any event, only in

its entirety.

g. The information and data reported in this appraisal have been obtained from

sources that are deemed to be reliable; they are believed to be correct but cannot be

guaranteed by the appraiser. This condition applies generally throughout the appraisal

i"port and s[ecificaity to square footage calculations and descriptions of comparable

properties.

10. This appraisal report sets forth all limiting conditions (imposed by the terms of the

assignment or by the appraiser) affecting the analyses, opinions, and conclusions

contained in this rePort.

Page 6



y,. During this appraisal, the appraiser(s) did not detect or attempt to discover any

environmental hazard on, under, above, or within the subject real estate. No overt

evidence of any environmental hazard is apparent to the untrained eye' lt is beyond the

expertise of the appraiser to detect or determine the chemical nature of any substance

or gas. No effort was made to dismantle or probe any part of the property to discover

enc]osed, encased, or concealed hazards. The presence of any hazardous condition

usually diminishes market value. The value opinion formed in this report assumes there

is no environmental hazard affecting the subject real estate. No responsibility is

assumed by the appraisers or simon & Hower, lnc., lnc. for any hazard or for any

expertise required to discover any environmentally hazardous condition. Our client is

urged to retain an expert in this field, if desired. It is noted that asbestos may be present

in;ome of the subject properties given the improvements age. Mold was also visible in

some buildin9s.

L2. The appraiser is not qualified to determine whether the subject building

improvements are in compliance with the American with Disabilities Act (ADA) of 1992.

Noncompliance with this act could have a negative effect upon the value of the property.

An expert in this field should be retained for consultation, if desired'

13. All leading professional appraisal or$anizations, the U.S. Congress, all state

legislatures, and numerous legal jurisdictions recognize the Uniform Standards of

pr-ofessional Appraisal Practice (USPAP), promulgated by the Appraisal Foundation'

Revised annuaily to keep it contemporary, these standards set forth ethical practices

and proper procedures for a competent appraisal. This appraisal fully complies with all

relevant portions of the USPAP version in effect on the date this report was prepared. lt

also complies with the Financial lnstitutions Reform, Recovery, and Enforcement Act

(FIRREA), a federal law.

1-4. The person signing this report is licensed to appraise real property in the State of

california. I have the exferience, knowledge, and education to value this type property'

I have previously appraised similar real estate'

t5. No liability is assumed, expressed, or implied by Simon & Hower, lnc', or the

appraiser for unauthorized use of this report. only those persons, parties, entities,

companies, corporations, partnerships, assoclations, or groupS that are clearly'

specifically, and explicitly identified as an intended user on Page 1 may rely on, and use

this report. There are no implied, suggested, inferred' consequential, or indirect

intended users of this report. Unauthorized users should not use, or rely on any portion

of this document. Unauthorized users do so at their own risk and peril'
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Scopr or Wonx

lrurnooucloru

The Tulare Local Healthcare District owns several buildings in the city of Tulare, near the

Tulare Regional Medical Center. The properties are a mixture of office, medical office

and vacant land. Two of the offices are tenant occupied; all remaining buildings are

vacant or owner-occupied. A vacant rural health clinic located in Earlimart is also

appraised. The client will utilize the appraisal for lending purposes and internal planning.

The potential lender is Community Medical Centers; they are also an intended user of

this appraisal.

AsstcruurruT ELEMENTS

The Client (the person who engaged
the appraisaland an intended user):

Other intended users:

Standard / definition of value used:

lnterest apPraised:

Key dates:

Effective value date
(point in time the value aPPlies):

Report preparation date
(date the report was PrePared):

Observation date
(date the proPertY was insPected);

Value opinion(s):

Extent of report Preparation:

Report preparation comPlies with
requirements setforth in USPAP:

Data sources:

Data verification:

Documents considered:

Tulare Local Healthcare District:
Care of: Todd Wynkoop, Attorney at Law

McCormick Barstow, LLP

Market value

Varies for each property but consists of
either fee simple or leased fee.

May 18,2OLB

June 22,2OL8

May 18,2OL8

As is

Narrative

Standard Rule 2-2(a) appraisal report

Local MLS, CoStar, Real Quest, other
appraisers, real estate brokers, buyers,
and sellers

Direct method

Legal description, parcel map, lease
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Sources of information about
the property aPPraised included:

contracts, expend itu res (if provided)

Personal observation, interview with
Lionel Machado who is the Director of
Respiratory Care Services & Facilities
and review of lease contracts when
applicable

Exterior and interior observation of most
properties. The VA Clinic was partially
viewed. The Earlimart Clinic was viewed
from the exterior only.

Extent of subject observation:

DErtrumoru oF APPRAISED ESTATES

The interest appraised varies per property. Most are fee simple, one is leasehold, and

one is hypothetically appraised as a leased fee. The definitions for each interest are as

follows:

Leased Fee Estate: "The ownership interest held by the lessor, which includes the right

to receive the contract rent specified in the lease plus the reversionary ri$ht when the

lease expires."l

Fee Simple Estate: "Absolute ownership unencumbered by any other interest or estate,

subject only to the limitations imposed by the governmental police powers of taxation,

eminent domain, police power, and escheat'2

The leasehold interest: "The right held by the lessee to use and occupy real estate for a

stated term and under the conditions specified in the lease."3

AppnRtsRt- DevrloPurrut

Appraisal development is the extent of research and analyses that produce one or more

ciedible opinions of value for one or more specifically identified intended users and an

explicily stated intended use. ln this context, credible is defined as "worthy of belief".

oepending upon the intended use, intended users, and agreements between the

appraiserind the client, the appraisal development process may include several, but not

necessarily all the following tasks:

1 The Di.tionuty of Real EstateAppraisal, 6th Ed.'Pg' t28
2 Th" Di.tionaty of Real Estate Appraisal, Sixth Edition' 2015' Pg'90

3 Th" Di.tionary of Real Estate Appraisal, 6th Ed., Pg' 128
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factors

The report is communicated in a narrative format and written so the reader will

undersiand the appraiser's methodology and value conclusion. This report is written in a

multi-property format. Pertinent information and conclusions are summarized. Many of

the sale and rent comparables utilized throughout the appraisal are the same for vacant

properties. Descriptions of sale and rent comparables can be found in the Addenda.

Derrrumolt oF MARKET Vnlue

The following definitio n of market value was taken from regulations published by federal

regulatory agencies pursuant to Title Xl of the Financial lnstitutions Reform, Recovery,

anO entorcement Act (FIRREA) of 1989. This same definition is also cited in Advisory

Opinion 22 of the current version of the Uniform Standards of Professional Appraisal

Practice (USPAP).

,,The most probabte price which a property should brin$ in a competitive and open

market under alt conditions requisite to a fair sale, the buyer and seller each actin$

prudenly and knowtedgeably, and assumingthe price is not affected by undue stimulus.

Impticit in tnis definition is the consummation of a sa/e as of a specified date and the

passin$ of titte from seller to buyer under conditions whereby:

7. buyer and selle.r are both typically motivated;

2. both parties are well informed or wel! advised and acting in what they consider their

own best interests;

3. a reasonable time is allowed for exposure in the open market;

4. payment is made in terms of cash in U.S. dollars or in terms of financial arrangements

comparable thereto; and

S. the price repre.sents the norma! consideration for the property sold unaffected by

special or creative financin{ or sa/es concession s granted by anyone associated with the

sa/e."
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Mnnxer ArunlYsls

Grw or Tunnr

Overview: Tulare County is situated in the
southern half of the San Joaquin Valley, an

eight county region centralized within the
State of California. Tulare is the second

largest city in Tulare County and one of the
oldest between Stockton and Los Angeles.

The city is about 190 miles north of Los Angeles, and 22O

miles south of San Francisco along the corridor of State Route

99. SR 99 stretches from sacramento to lnterstate 5 in Kern

County.

Transportation: State Route 99 bisects Tulare in a north-south direction and provides

access throughout the central portion of the State of California. SR 198 is 1O-miles north

and provideJaccess to Hanford, Lemoore and lnterstate 5 to the west' SR 198 also

provides access to Visalia and the Sierra Mountains to the east. The proximity the SR 99

Ma1es Tulare a good candidate for warehousing and large manufacturers due to the

ease of access throughout the central portion of california.
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Economic lndicators: Recent economic statistics for the city of Tulare are summarized

below and provided by the US. Census Bureau:

Economy & lndustry: Tulare County is a national leader in agricultural production'

Agriculture is the mainstay of the county's economic base, accounting for

$6p7O,L21,600 in total crop value in 2016. This represents an 8.75o/o decrease from

the 2015 amount. The 2015 amount had previously decreased L3.7% from the 201"4

total. The decline in the overall crop valuation is primarily due to persistent drought

conditions coupled with slumping commodity prices. Over 120 commodities are

produced in the Tulare County with 45 of these grossing over $1 million annually.

California's Top l0 Milk Producing. C-ounties

Percent 5hare of California's Total Milk Production
January*June 2017
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Tulare CountY is the top
dairy-producing countY in

California and the nation; it
produces 5o/o of the U.S.

milk supply. ln 2005 milk
became the first commodity
to exceed one billion dollars
for any county in
California's historY. This
caused an exPansion of
existing milk processing
plants and the creation of
new facilities in the CountY.

Despite difficulties in the

CITY OF TULARE MAJOR EMPLOYERS

dairy industrY, milk
.oniinru. to top Tulare County's most productive commodities at over 1'.645 billion

dollars in 2015.

lnternationat Agrl-Center: The city of Tulare is host to the California Farm Show and

World Ag Expo in Tulare (www.farmshow.org). The lnternational Agri-Center has over

2,1-OO,OOO square feet under rOof. The farm show is the largest in the world and is

aitenOeO by over IOO,OOO annually from 60 nations, with over 1,500 exhibitors. The

lnternational Agri-Center is

moving towards becoming a Year-
round facility. "Argi-Clustering" is

the concePt that has recentlY

drawn to the center the Heritage

Complex, an agricultural museum'
and the office of the Tulare

County Ag Commissioner and the
U.C. Cooperative Extension
offices. Officials expect lod$in$
and restaurant facilities to follow
at some Point in the future'

National PropertY TYPes

tND 

-oFF-CgD 

----.oFF-SU8*_ APT 

- 

RET

350

300

250

200

150

Real Estate: Overall, commercial 
,oo

and residential real estate values
are on the rise and have been for
the past 3-5 years. The majority uo'', 

'08 '0e '10 '11 '12 'r3

of appreciation in commercial
markets occurred during the past two years. New construction is evident and indicates a

level of feasibility unattiinable three years ago. The real estate cycle has moved out of

the recovery phase and into an expansion phase. The chart on the right is provided by

Real Capital Analytics; it identifies the Commercial Property Price lndex as of June 2OL7 '

The trend is positive for all sectors across the nation. Tulare has not seen as much

i

'14 '15 '16 ',17

soutll{:rn
(-alif. tdison,

1)O

Ruan, lnc,

180

Kraft,

180

Morris Levin &

Sons

Harduiare, 200

Saputo Cheese

USA, lnc, 550

US Cold

Storage,
200

Walmart,
225
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appreciation as larger metro areas but values, construction and general activity is on the

rise.

Residentia t Housing: over the past six years the housing market has been appreciating'

Since 2Ot2 home values have risen over 7OVo, according to the Tulare County MLS' The

rising trend is supported by minimal construction and absorption of existing inventory.

HistJrical single-family residential prices are noted by Tulare County MLS as follows:

Year TotalSales Average Price Average
DOM

2017 654 $220,557 47

201'6 683 $2L1,256 52
20L5 632 $L88,L77 56

20L4 599 $176,093 59
20L3 647 $L52,81,4 62

Industrial: Tulare has four industrial parks which offer over 1",2OO acres zoned for lisht

to heavy industrial uses. Parcel sizes in these areas range from 1 acre to 160 acres.

Many of these parcels are improved. The terrain is flat with $ood drainage, while subsoil

is sandy and piling is not required. Most sites are adjacent to the State Route 99

corridor and the Union Pacific rail line.

On a larger scale the national industrial economy is thriving. CBRE, Marcus & Millichap'

Newmark Grubb and Colliers lnternational all report similar findings with increasing

construction, decreasing vacancy, positive absorption and increasing rental rates.

"At the end of Q1- 2At7, only 5.4o/o of the nation's industrial space was

vacant - the lowest rate on record despite 55 million square feet of new

supply completed in Ql...Consumers remain the key demand driver for

industrial real estate...e-commerce sales continue to grow, pushing industrial

occupiers to modernize supply chains to better service consumers and lower

overall costs." Coiliers lnternational, U.S. Research Report, lndustrial Market Outlook, QI
2077.

Another market report prepared by Newmark-Grubb in Fresno California states:

,,As a result of the ecommerce projects flowing into the area, it has become

apparent that Fresno and Visalia are the most likely destination for large, new

OuitOings. These large requirements demand more than 40 acres per building'

making ample, developable land a requirement for securing more than a few

of these companies. ln Fresno, only three sites are available to large users

that need to begin construction in under ayear, while in Visalia, there are over

400 acres that are readily developable. Historically, each market has

absorbed less than 1OO acres each year, exclusive of a large requirement like

VF's warehouse (40-plus acres) in Visalia. Even though meaningful differences

exist between Visalia and Fresno, particularly Fresno's larger labor pool and

Page 15



proximity to more services and amenities, Visalia may be in a position to

capture more of these oversize

requirements, because it has more

land that can be easily developed."
Newmark Grubb Parson Commercial, Fresno

3Q16 /ndustria I M a rket.

Vacancy and Rent Tiends
-.-- VacancY : Asking Flent

The chart on the ri$ht is from the Marcus
and Millichap 2Ot8 National lndustrial

Outlook report. lt indicates decreasing
vacancy and increasing asking rent.

Tulare, in addition to the city of Visalia, 0%

serves as a food processing, distribution 0B i0 12 14 16 18.'

and retail trade center for Tulare County.

Although the economy of Tulare is strongly oriented to agribusiness, the community has

demonstrated its aOitity to attract significant non-agricultural industries. The trend

toward a more diversified economy parallels diversification noted previous throughout

the county.

The availability of labor, proximity to raw materials (such as agricultural produce), an

expanding market area, favorable climate for food processing, an aggressive growth

attitude, and good rail and highway facilities are major attractions for new industries in

the Tulare area. Land in particular is plentiful and very cost effective in comparison to

other competing markets. Visalia in particular has been successful at positioning itself

as a major waiehouse distribution hub in Central California due to the above-cited

benefits.

Retail Trade: Tulare has a wide range of retail services. Major regional facilities have

been built in and around the Prosperity Avenue/Highway 99 interchange. The largest

improvement in the neighborhood is the Horizon Outlet Center, which extends from
prosperity Avenue to Leland Avenue, along the east line of Highway 99. The center has

been built in phases and includes stores such as Bass Company Store, Van Heusen,

Ralph Lauren, Calvin Klein, Nike, Galaxy Theatre, Gap, Liz Claiborne, Banana Republic,

and Eddie Bauer.

Wal-Mart is situated at the northeast corner of Prosperity and Blackstone along with

Foods-Co, which is a large warehouse grocery store. National retailers such as Target'

Lowe's, Home Depot, Wilgreen's, CVS, and Big 5 Sporting Goods are all located in this

sector, Several smait retailers and restaurants populate the area as well' There is an

ample amount of land in this sector to allow for continued $rowth.

Office: The Tulare office market is gaining momentum. Rental rates are rising, and new

construction is evident, particularly in Blackstone Professional Center. Three new offices

have been recenly compteted. Vacancy is declining, and absorption is positive' Moving

forward, rental rates are forecast to increase. Brokers report high demand for office
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space but almost no speculative development. "Developers require pre-leasing, but the

market needs some speculative space for immediate occupancy," claimed Kyle

Rhinebeck of Zeeb Commercial. The following chart provided by Costar Analytics

indicates the Tulare office market trends with positive absorption, declining vacancy and

i ncreased construction.

Absorpiiotr, Deliveries, Vacattcy .! .r.Y :rY 6Y r,.)-Y AI tl v

lU "/o
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:
c:

o
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!.)
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0)-
ed

o

o

0,018

0.016 -

0.014

0 012

0 010

0.0*8--

0 006

0.004

0,0s2

18 Yo

16%

14 $/o

12 Yo

10 tlo

8 o/o

6%

4 el,

2%

0Yc

0,000

-0,002
2S't5 201 6 2417201 2 201 3 2014

#r.af ,{bsorption I Deliveries -- -- Vacancy

Overall rates (rate of return) for investment quality assets continue to fall, effectively

increasing value. The rates have leveled according to the PWC Real Estate lnvestor

survey 2no guarter,2O!8. The following chart indicates overall rates for secondary

office, suburban office, NNN Lease, and Medical investment properties. "over the next

six months, most surveyed investors foresee overall cap rates holding steady in 29 of the

34 markets analyzed. Most expect increases for the national net lease and Denver office

markets over that time Period."4

4 pw6 Real Estate lnvestor Survey, 2nd Quarter 2018; "lnvestors Foresee Moderate lnvestment Risk" Pg' 3
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Summary: The long-term outlook for Tulare is positive. lt has a diversified economy

based on agriculture, manufacturing, and large public-sector employers. The commercial

real estate harket is stable to moderately increasing. The residential housing market is

appreciating, and new construction is on the rise. This trend is likely to be seen through

20t8.

Tuune MeotcRl CErurEn Sue-Mnnxrr

Most of the subject properties are located around the former Tulare Hospital situated at

Cherry Street and Merritt Avenue. The hospital and surrounding properties owned by the

hospiial are closed at this time and many have been vacant for several years. This

central location is easily accessible from anywhere in the city within a five or ten-minute

drive.

The immediate area is predominantly medical around the hospital. Moving outward

there is a mixture of single-family, multi-family, nursing facilities and convalescent

hospital. public uses including schools and churches extend southwest. North and east

of the subject are professional office and medical developments. Continuing north,

along prosperity Avenue, dense commercial uses line the streets including shopping

center, restaurants and hotels'
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The hospital issues have negatively impacted surrounding real estate, including the real

estate owned by the Tulare Local Healthcare District. lf the hospital were to re-open

there would be renewed interest in the area. Despite the questionable status of the

hospital there have been some purchases and restorations over the past three years'

Family Healthcare Network redeveloped the northeast corner of the Merritt and Cherry'

The froject incorporated two older medical practices under one roof. A local dentist

purchased an older building along Cherry Street and redeveloped it to a modern dental

practice. Another property on cherry just south of the hospital recently opened as an

i.,trgunt Care. A new pharmacy was constructed along Merritt as a build to suit in 2OL7 '

lf the hospital re-opens, renovations will increase. Unless the hospital needs the

surrounding offices for storage or general administration purposes the vacant office and

medical offices surrounding it shoutO be sold to the public or other regional medical

operators. lt is possibte tnJt some larger concerns would be interested in redeveloping

one - two acres of the subject properties and eliminating existing building

improvements. Re-openingthe hospital is criticalto rejuvenatingthe immediate area.
il
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PnopemEs 1, 2 & 3 - VRcnrur Lnrup Pnncels

property Summary: Properties 7-, 2 and 3 are vacant lots within a planned unit

development located on the east side of North Cherry Street, north of East Merritt

Avenue. The development is known as the Tulare Medical Center and includes 16

parcels. Four vacant lots remain; three vacant lots are owned by Tulare Local Healthcare

District (TLHD) and identified in the following chart.

No subject lots have sold in the past three years; they are not listed for sale or lease. No

lots within the center were noted to be for sale. All lots are zoned C-3 (Retail

Commercial). The C-3 zone is intended to "provide for a wide variety of commercial and

office uses that serve the general commercial needs of the residents of Tulare"'5 All

parcels are within flood zone X; the subject parcels are not within an identified flood

zone.

Summary: The subject sites are within a desirable planned unit development' They are

ready foi construction and new office development is on the rise. The subject's location

is secondary to the Blackstone Professional Center and Del Lago; however, the area

could be rejuvenated with the reopening of the hospital'

Highest & Best Use: The subject's location, physical attributes, zoning requirements, and

suirounding uses indicate the highest and best use, as vacant, is for medical office

development, when feasible.

170-340-035
35

9,567

3,100
Rectangular

G3

Curb & Gutter

Municipal
Level

X

lnterior

170-340-040
26

tisz+
4,600

Rectangular

c-3

Curb & Gutter
Municipal

Level

X

lnterior

170-340-023
24

5,742
3,300

Rectangular

G3

Curb & Gutter

Municipal
Level

lnterior

APN:
Tulare Medical Center Lot #

Buildable Area (S.F.)

Shape:
Zoning:
Offsites:
Utilities:
Topography:
Flood Zone:
Orientation:

Site Area:

5 city of Tutare zoning ordinance, chapter 10.52: Retail commercial District
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Subject PhotograPhs

Lot 35
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Vnlumon
The sales comparison approach is most applicable to vacant land. The local market was

searched for planned unit development office land sales. The sale focused on the city of

Tulare but sales from neighboring cities were also considered and analyzed. The most

pertinent sales comparables are outlined on the following pages.
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Location

APN

lnterior

November 2017Feb-2018Date of Sale

Corner

Yes

Buyer

ler

Off-sites

ing

(S.F,)

Contreras

Blackstone Ranch

Ltc
October 2017

California Land Co.

Great Valley Builders

lnc.

Tten Propertles, LLC

Malli

3,648
c-3

PUD

RequireO exteniion
@ $10K
lnterior

Yes

lnterior

Holmes Prop. LLC

Hidden Oak

Developmenl LLC

)an-2Ot7

$60.06
6,L44

$60.06
o.L4
6,L44

G3
PUD

V".

$60.00
3,648

$60.00
0.08

Utilities
0rientation

$59.90
6,L44

$59.90
o.L4
a,i+i

c-3
PUD

$11.57
7,782

$46.26
0.71"

3tL2A
G2
PUD

Building Size or Pad (S.F.)

Fad Value,/ S.F.

Size (Acres)

F.

OVo

OVo

Oo/o

OVo

OVo

Oo/o

Oo/o

OVo-- - 
5t"
Oo/o

ov;
OYo

OVo

Oo/o

Oo/o

Oo/o

OVo

Oo/o

Oo/o

OYo

Sale Condltions
Financing

Propgrty Riehlg

lmmediate Expenditures

Market Conditions

Adlustments

$60.06

jYo

OVo

OVo

OYo

$62.70

QYo

'2Oo/o

Oo/o

Oo/o

Oo/o

o%

QVoOVo

OVo

$59.90

-2OVo

Oo/o

Oo/o

Oo/o

Oo/o

Oo/o

$46.26

-LOo/o

-5Yo

Oo/o

Oo/o

o%

o%

Adl. Value Slte S.F

Location

S_!ze

Zonlng
0rientation
Off-sltes

On-Sites

Utilities
-2Oo/o-2O%o-L6VoAdjustment

$48.05$50.16$47.e2$39.32Adl. Prioe/S.F.

SUMMARY OF COMPARABLE LAND SALES

$369,O00$218,880$368,000Sale Price ooo

Sale t has been adjusted to reflect price per buildable square foot based on site

coverage ratio of 2sx. sates 2-4 are located within the Blackstone Professional Center;

this is-the premier office development within the city of Tulare. At a price of $60 per

square foot, construction is feasible for the development'

The Tulare Medical Center became a secondary location when the hospital closed. For

this reason, a value to the subject lots within the lower end of the adjusted range is most

reasonable. The land value is calculated as follows:
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Lot Buitdable Area (S.F.) Value perS.F.

24 3,300 $45
26 4,600 $+s $207,000

35 3,100 $45 $139.500

TotalValue = $495,000

An exposure time of one year estimated at the appraised value'
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PnopeRrv 4 - 935-945 Grrra Srnerr

properry Summary: This property is located on the west side of Gem Street, south of east

Meiritt Avenue. The site is improved with three office buildings consisting of six suites.

Only one of the suites is occupied with office tenants. Three suites are utilized for

storage and two suites are vacant.

The offices have not sold in the prior three years; they are not listed for sale or lease. No

office or medical offices were noted to be for sale in the immediate vicinity. The property

is zoned c-2 (office commercial). The c-2 zone is intended to "provide areas for the

development of small to large scale office facilities and related support services and

other appropriate uses."6 The property is within flood zone X; this is not an identified

flood zone.

6 City of Tulare Zoning Ordinance, Chapter 10.48: Office Commercial District
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S,te Comments; Access is via two concrete paved driveways along Gem Street.

Secondary access is via alley along the west property line. The site is suitable is size and

shape for office or medical development and all utilities are available.

IMPROVEMENTS

Tulare

000ng Area (SquarerOSS et)

er medicalmprovement TYPe

8ear Built

w/ flooring.Partial nte

earsmateAge

0 YearsnomrcRema mate

ow-averager Condition

Average toonlnterior n

Be ow-averageu

woodoundation

Wood joistFloor

me

Aluminu endows

core metal wooDoors

Wood

nComn

marliteframe/ rywa

Drywal
tile

ue on tile/sus acousticaCeiling

minateCaFI ng
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i Doors Wood

Lighting

Sprinklers

Can ned/fluorescent

No

Cabinets/Cou nters Wood/lam

Building Systems HVAC

r ag asb halt paved stalls

Shrubs/trees around building

lmprovement Comments: The buildings include three, 2,000 square foot offices on one

paicet. lnterior layouts are consistent with an entry/reception, waiting room, three-four

exam rooms, two bathrooms (not ADA) and storage rooms. Portions of the interior have

newer flooring and paint. Built in cabinets and counters are mostly wood and laminate'

Roughly 4,000 square feet is habitable as general office space and storage; 2,000

squJre-feet is uninhabitable requiring interior renovation and mold remediation.
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Highest and Best Use Conclusions: The highest and best use of the site as though

vacant is for office or medical office development when feasible.

The subject imProvements would
require si$nificant renovation and

capital outlay to bring the property to
modern building standards. The cost to
address exterior deferred maintenance
and interior renovation would exceed

the value at completion. The existing
buildings are below-average quality; the
building shell is not worth the long-term
investment. Neither an investor or

owner-user is going to invest the
amount of capital into the buildings
required for modern medical or office
development. The highest and best

use of the property, as improved, is to
demolish the existing improvements,

Feasibi Ana

935-945 Gem Street

17.83970

Per 5.t

uilding Area (S.F.)

ls Value

-$2,880

Rate 8.007o

ual Rent

$54,720
-$500

'$r'642
-$821

$51,758

$0.80 perlS.F./Month

$4r80O

$57,600 Monthly RentX 12

$108
$90

Renovated Value

Less Cost to Renovate

$6461970

$540,000

Fair Market Rent (as Renovated)

Monthly Rent

Effective Gross lncome

Administrative
Management

Replacement Reserves

& Collection @ 5.O7o

Land Value @ o00

and construct a modern medical facility, when feasible
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The sales comparison approach is the best indicator for vacant land'

Sales Comparison Approach

The local market was searched for commercial land sales. The search focused on the

city of Tulare but sales from neighboring cities were also considered and analyzed. The

best sales comparables were selected and outlined on the following pages.
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175-187-006

E"l.F,.P,
315 W lnyo Avenue,

Tulare

17*261"@4

..... ..,,9"1",,e
725 W lnyo Avenue,

Tulare

$sF+
Lot 5 in Del Lago

Professional Center,

NEC of Hillman &

Leland, Tulare

149-130-041

Location

APN

Sale 5

1075 N. Blackstone

Avenue, Tulare

17G380-002

Jackson Tsai &

Mehan

$8.45
0.75

32,552
G3
Yes

Yes

0hara

June-2O16

11,250
c4
Yeq

Yes

Corner

Payan

$10.67
0.26

East side of "J" Street,

south of Prosperity

Avenue, Tulare

169-09G042

City of Tulare

Dec-2016

Yes

lnterior

$6.54
o.77

33;tut
G4

Partial

. G?ytan.

Valley Builders lnc.

March-2018

6,995

c-4
Y,es

Yes

lnterior

$5.00
0.16

Tten Propertles, LLC

Feb-2018

@

PUDTPartiq!

Malli

$11.s7

Yes

Corner

o.7L
3L,I28

c2

il
Prlce/S.F.
Size (Acres)

Size (S.F.)

zoning
Or-siteq
Utilities
oiientation

.Puyer..
Seller

Date of Sale

096

0%

o%

10%

0%

o%

0%

ox
0%

0%

0%

0%

o%

0%

0%

0%

0%

o%

0%

0%

o%

o%

o%

o%

0%

ents

Sale Conditions

Financing.

Property Rights

lmmediate Expenditures

Market Condltions

0%

$9.29

-10%

0%

0%

0%

w"
g%

o%
-LWo

0%

$10.67

0%

o%

0%

0%
-5%

0%

Q%

0%

-15%

0%

OVo

096

$5.00

Wo

0%

-29%

o%

o%

-10%

5%

0%

0%

$11.57Adl, V€lue Slto S.F'

Size

zoning
Orientation
Off-si-tes

0n-sit€9
LJtilities

Location

-10%5%-2Wo-L5%-25%
$8.36$6.87$8,53$4.25$8.67l. Prlc6/S,F.

The sales are consistent near $7-$8 per square foot excepting Sale 2. Due to the shape

of Sale 2 is it less useable and inferior. The value of the underlying land is estimated at

$8.00 per square foot. Demolition costs and profit are estimated at $40,000.

,777 L4,2L6*--:$4o.bo0

174,

$175,000

An exposure time of one year estimated at the appraised value.

---oemolition 

Costs

6,000 s.F X $6.00/S.F. = $36,OO0
Profit @ t5% = $5,400

Demolition Costs = $41,400
Rounded = ($40,000)

ueValueFeetAPN
8.

molitionLess
L7 o

ue=

Value Rounded
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Pnopenry 5 - 591 E. Menntrr Ave. & 979 N. Geu Srnrer' Tuulnr

properly Summary: Property 5 is located at the southwest corner of East Merritt Avenue

and' t-torttr Gem Street. The site is improved with two vacant medical office buildings.

The offices have not sold in the prior three years; they are not listed for sale or lease' No

office or medical offices were noted to be for sale in the immediate vicinity. The property

is zoned C-2 (Office Commercial). The C-2 zone is intended to "provide areas for the

development of small to large scale office facilities and related support services and

other appropriate uses."7 The property is within flood zone X; this is not an identified

flood zone.

7 City of Tulare Zoning Ordinance, Chapter 10.48: ,Office Commercial District
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SITE DATA

t7

t
Area:

Shape: ngular

ng: rcial)

Offsites: Curb, gutter & sidewalk

Mun icipal

Topography:

Zone: X

Orie nterior
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Site Comments; Access is via alley along the west property line. Street parking is also

available. The site is suitable is size and shape for office or medical development and all

utilities are available.
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IM ENTS

BgfE Merritt7venuer Tuiare

gz0 Gem Stieet, Tulare

1,250 S.F.

2,937 S.uare Feet)lding Areaross
\/lodinlmprovement TYPe

1958Year

or renovationsu
rs.

and iPa a
over the
50 YearsmateAge

earsmic Lifeaining mate

AverageditionExte or

Average

Average

n
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r Cond

Concrete

Wood joist
onFou

oor

Stick-frameWalls

Alum num-frameows

e with glassAluminuDoors

mpositionof finish

Wood

glue on tile

rywallWal

rpet/til m nateFlooring

Doors

Can uorescentLighting
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Cabi Wood/laminate

u ng Systems HVAC

ng AS a paved stalls

Landscape Shrubs,zgrass/trees arou nd build ing

lmprovement Comments: The buildings were constructed in 1958. lnterior layouts are

consistent with an entry/reception, waiting room, three-four exam rooms, 2-3 bathrooms

(including ADA and non ADA) and storage rooms. Portions of the interior have newer

itooring Jnd paint. Built in cabinets and counters are mostly wood and laminate' The

buildings need general clean-up and renovations to meet modern standards.

979 Gem Street Photos

979 exam roompears to be ADA)979 bathroom a
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979 ce979 reception

979 Gem Street Floor Plan
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531 Merritt Avenue Photos

m roomitin room

Reception

*

Office
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591 E. Merritt Floor Plan
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Highest and Best Use Conclusionsl The hi$hest and best use of the site as though

vacant is for office or medical office development when feasible.

The subject imProvements
have been relativelY
maintained and uPdated over
the years. ManY of the
bathrooms are ADA and
general modernization of the
remainder would not be cost
prohibitive. An investment to
modernize the Property is

feasible and estimated at $90
per square foot (including hard
costs, soft costs and Profit).
The cost has been carefullY
considered through review of
actual redeveloPment costs,
developer oPinions, broker
opinions and Marshall
Valuation Services. lt should
be noted that construction
costs are rising, and
contractors are busY. Brokers
and developers indicate the main barrier to feasibility, is rising construction costs.

Government regulation, and medical building standards set forth by the state and CMS

(Centers for Medicare & Medicaid Services) also elevate costs. Despite these factors the

chart above indicates feasibility based on a fair market rent estimate of $1.35 per

square foot with triple net expenditures. The feasibility analysis shows the "as is"

valuation of the subject to be about $117 per square foot. This is supported by the data

and nearthe reconciled value conclusion of $l-16 per square foot.

Vnluertoru

The sales comparison approach is utilized to determine the value. The income approach

is less relevant because the medical office would require renovations to lease the

property and a hypothetical valuation. The cost approach is also less relevant due to the

mixed ige of the improvements. The sales data is strong and is most relied upon by

market participants. The feasibility analysis in the hi$hest and best use provides support

for the value conclusion.

Feasibi Ana

979 Gem Street & 591 E. Merritt Street

190

Per S.F

$3,965

$208

$e0

$tL7

Gross Building Area (S.F.) 2,9_37

$1.35 perls.F./Month

$42,666
7,OQYO

$609,520

$264,330

Annual Rent

Vacancy & Collection @ 5.0%

Effective Gross lncome

$47,579 Monthly Rent X 12

-$2,379

NOt

CAP Rate

Renovated Value

Less Cost to Renovate

ls Value

Fair Market Rent (as Renovated)

Monthly Rent

Management

Replacement Reserves

ministrative

$45,200

-$500
-$1,356

-$678
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Sales Comparison APProach

The sales comparables are outlined on the following pages, For an in-depth view of the

sales comparables, including pictures and descriptions, please see the Addenda.
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Sal6 5
Dental ofiice

97O N. Cherry Street

Tulare

$k-ll
lvledical Office

987 N. Blackstone St.

Tulare

Salerl.
N4edical Offlce

925 E. lvlerrltt Avenue

Sale 2

Medlcal Office

810 N. Cherry St.

Tulare

Sal6 1
Medical Office

1018 N. Cherry Street

Tu lare

B u ildln g

Addr€ss

170-334036

Jan-2015

L5,42L6

L70-322-026
May-2OI4
L4-27003

17G334-045
Oct-2015
15-71803

L70-340-OL2

June-2016
16.35492

170-094-002
lvlarch-2016

1617631Doc. N u mber

PN

les Date

Bell

Elston

Betre

Potorke
AAI lnvestments, L.P.

Mederos

Wesslen

Perko
Kambo

Radiatlon
Buyer

. 2,768
2:L68
to,2a4

Averag€

Above

2t%
1970
Yes

t nqq
o no;
ir,+ss

LA%

1992

Above Average +

Above

3,Q7.4 ..

15,763
2oo/o

2000

. . Ye_q

Above-Av-erag€

3,O74

Yes

Average

3,090
3,O90

9,838
3L%

1990

7,t64
L,L64

9,749
12%

1980
Yes

Above Average

Above

et Bulldlng Area

Bldg. Area
Slze, S.F.

Bullt

dltion
Parki ng

Ite Coverage

Fee Simple
0%

Conventional

Arm's Length

0%

None

o%

-rin-ZOrS
to%

$196.52

FeeSlmple
o%

Conventional

o%

Arm's Lenglh

o%

None

May-2014
0%

LOo/o

$142.07

Fee Simple
ooa

Conventional

o%

Arm's Length
o%

None

o%

0ct-2015
5Yo

$194.70

Fee Simple
004

Conventional

ooa

5%

$225.52

Fee Simple
o%

Conventional

o%

nrm's Length

Oo/o

None

ook

June-2016
5%

$101.94

mmedlate Expendltures

Market Condltlons

of Sale

Sub-

Rlghts

n ancl ng

0%

o%

0%
.2QOA

-2Q%

o%

0%

o%

o%

-to%

-L5%

o%

o%
-L5v6

-ro%

oo/.

-20%

ooa

.t5%

.LOOA

0%

OVo

o%

o%

0%

Location
Slze, s.F

-40% -LOo/o-400/0.45%o%Sub-Total

COMPARABLE SALES

Prlce $300.o00
s97.09

$250,OO0

$2!4.78
$570,000
$185.43

$375,O00
$ 1?8.66

$280,000
$129.15Prlcels.F. Net Bld. Area

Adl. tulce/s.F. Net Ronlal $101.94 $ r24.03 $116.82 I 1 17.91 $127.86

The adjusted price per square foot ranges between $101-.94 and $127.86' Sales 1 and

b are the best indicators. Sales 2,3 and 4 are superior to the subject and required large

negative adjustments. All factors considered, a value of $11-5.00 per square foot is

reasonable for the subject property'

i Squaie reet iValue S.F

Value Rounded $340,000

An exposure time of one year estimated at the appraised value.

7,755
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PRopenry 6 - 890, 906 &922 CHennYSrneer' Tul-Rne

properly Summary: The property consists of three buildings on a single parcel. They

share common area entry and have reciprocal parking areas.

The offices have not sold in the prior three years; they are not listed for sale or lease. No

office or medical offices were noted to be for sale in the immediate vicinity. The property

is zoned C-2 (Office Commercial). The C-2 zone is intended to "provide areas for the

development of small to large scale office facilities and related support services and

other appropriate uses."8 The property is within flood zone X; this is not an identified

flood zone.

property 906 is occupied by the Tulare Hospital Foundation. The tenant does not pay

r"nt. iroperty 890 is occupied a Microcorre Diagnostic Laboratory (MDL); their lease

originated in April 2:O!3 and expired three years later in March 20t6. No options or

eftnsions have been provided to the appraiser. I have assumed MDL is a monthly

tenant paying $0.80 per square foot.

8 City of Tulare Zoning Ordinance, Chapter 10.48: Office Commercial District
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SITE DATA

22-034

Site Area:

Zoning:

ape:

Utilities:
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Site Comments; Access is via Cherry Street and an along the east property line via alley.

Street parking is also available. The site is suitable is size and shape for office or medical

development and all utilities are available'
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IMPROVEMENTS

Aluminum-f rame with glass

Wood

Composition

rpet/tile/laminate

Canned/fluo rescent

No

50 shared

No

Wood frame/ rywall

laminate

922 Cheffy

Block

Aluminu

L967

lue on tile

50 Years

0 Years

Below.-average

Fair

Concrete

Concrete

510-00

Vacant

m-frame

1,044
Tulare Hospital Foundation

t979
Maintained

Block

Aluminum-frame

Carpet/tile/laminate
Wood

canned/fluorescent

Wood/laminate

nter

glasswithminum-frameAlu

frame/ drywallWood

906 Cherry

Concrete

Wood

Concrete

50 shared

Shru

50 Years

Glue on tile

veJis

Microcorre Diagnostic Lab

1968
Yes

Aluminum-frame

Aluminum-f rame with glass

Wood

frame/ drywall

Suspended acoustical

Carpet/tile/la minate

Wood

Canned/fluorescent
No

Wood/taminate

49 shared

2,439 Lease)

890 Cherry

Average

Composition

Concrete

50 Years

is vu"r.
Average

Average

Concrete

Block

cross BuildingArea (Square Feet)

Remaining Economic Life

Exterior Condition

lnterior Condition

Exterior Construction

lnterior Construction

Doors

nters

Walls

Current Use

Renovated

Year Built

Effective Age

Quality

Roof finish

prinklers

Site lmprovements

Parking

Ceiling

Flooring

Foundation

Floor

Walls

Windows

Doors

Root

Lighting

tmprovement Comments: The buildings were constructed between 1967 and 1.979'

lnterior layouts vary. Building 890 is a medical laboratory; it has an open lab area,

perimeter offices and two bathrooms'

Building 906 is an office converted from a pharmacy. The interior has been renovated

and exhibits good maintenance practices. Despite this factor the finishes are outdated'

There are two offices, lobby and one non-ADA restroom.

Building g22 is vacant and inhabitable. The roof is leaking, and collapsing is several

areas. Mold is prevalent throughout the building. The presence of asbestos is likely

given the age of the improvements. The building is no longer viable and negatively

contributes to value.
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890 Cherrv Street Photos (Microcorre Diagnostic Lab)

est elevation

Lab area

Page 46



890 Cherry Floor Plan
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906 Cherry Street Photos (Iulare Hospital Foundation)

West e evation st elevation

lnterior work area ce

Floor Plan Not Avallable for 906 Gherry Street.
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922 Gherry Street Photos (Vacant)

West el

Office
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890 Cherry Floor Plan

Highest and Best Use Conclusions: The highest and pest use of the site as though

vacant is for office or medical office development when feasible.

The highest best use as improved is to remove building 922 and construct new building'

when fiasible, to maximize the utility of the site. Buildings 890 and 906 should continue

to be leased or occupied as a benefit to the owner.

VnluRlotrt

The property is operating as a multi-tenant office development sharing reciprocal parking

area. There is a surpluJland component since the highest and best use is to demolish

building g22. fhe habitable and occupied building area of suites 890 and 9OG equate

to 3,841 square feet. Based on a site coverage ratio of 25% the required site area is

LS,g72 square feet. The total site area is 31,,472 yielding a surplus land component of

16;100 square feet, The underlying land has been established in the appraisal at $8 per

square foot. The surplus land value will be added to the value of the habitable building

area.

The sales comparison approach and income approach are utilized to determine the

value. The cost approach is less relevant due to the mixed age of the improvements.

Sales and rental data is strong; market participants rely on these approaches the most.

Medical
Records

Room 1'l
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Sales Comparison APProach

The sales comparables are outlined on the following pages. For an in-depth view of the

sales comparables, including pictures and descriptions, please see the Addenda.
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3S6

3,O74

3,074

15,763

2@4

2000
Vc

Above AverageAvoEge

3,090
3,090
9,838
31%

1990

Bulldlng Area

BldC. Arsa
Land slze, s.F.
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Eulll

Arm's Length.

096

None
096

Apr2O18

L6a*d Fee

096

conventlonal

096

Am's Length

Fee Slmple

096

conventlonat

096

. .0e! .....

None

0%

od-20r7
0%

Feo si;ple
onl

Conventlonal
096
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006

Nme
096

May-2910

10%

096
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AJm's Length
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FeeSlmple

006

Conventlonal

096

Non6

ffi
Jan-2015

10%

Fee Slmple

096

Conventlonal

s/
Alm'9L ngth..

096

Prop6rty Rlghts

Flnancing

muorat" eiplnoituiu"

of sal6

Condltlong lune2016
596

Feo Slmple

convenilon6l

AIT:,S- tglgrh
0%

Nono

0%

ov"

06
096

0%

..,tstt
096

0%

-10%

-2M

036

-1096

096

-1096

-1096

Locatlon.....
Slze, S.F,

Parklng
Ag6/Condltlon

g%.

096

25%

0%
15%-45*25fl6 -30%3ub-Total

COMPARABLE SALES

iaa0.o00
s 39.9?

l:th(r Dr,(l

$ 1:19. l5
:t4r)r,,,)t(l
3 100.u0

537:..,)40
gi7E.d6

t:l:i,r.1)r(l
t.r r i.l a

3:; r("i'00
s la5.il

$ r0o.ol)0
;q7.09Pri(,'S.1. l!d ill, ArdH

The adjusted price per square foot ranges between $103.41 and $157.86' Building 906

is small and renovated increasing value; however, it is general office and lesser quality

than medical comparables. The price per square foot is reconciled nearthe middle of the

range. Building 890 is mostly open building area filled with lab equipment. Sale 6 is a

labdratory purchased by an owner-user and former tenant; it is the best comparable for

building g90. Value to the habitable building improvements is allocated as follows:

SirriareFeet Value ue

890 2,439
{,iiA4- -

105

Vaiua
Value Rounded $390,000

An exposure time of one year estimated at the appraised value

1,8

6,095
,720
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lncome Approach

The value of a property by the income approach is derived by converting the expected

income generated from a property into a present estimate using one of many income

capitalization procedures. ln this approach, a property is viewed through the eyes of a

typical investor, whose primary objective is to earn a profit on the investment principally

through the receipt of expected income generated from operations and the ultimate

resale of the property at the end of the holding period. The value estimated by the

income approach assumes that investors will earn a rate of return consistent with that

available for alternative investments of comparable risks.

The lease contract expired in 2016 but the tenant was leasing the property at $0.80 per

square foot with gross expenditures. I have assumed the tenant is leasing the properly at

$O.80 per square foot, monthlY.

The following rent comparables were utilized to estimate market rent for buildings 890

and 906.

3U

t_'
.lt 'tg ;<:.'rl.'i{.3

Stib
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Rental 1, is in the Blackstone
Professional Center in the city of Tulare

on the west side of Hillman Street, north

of Corvina Avenue. This new office was

constructed as a build to suit for Chicago

Title Company. The lease has a five-year

term and two percent annual increases'
The tenant can terminate the lease after
three years, so long as they reimburse for
tenant improvements and pay a penalty.

The tenant PaYS for CAM and the
landlord pays for all other expenses.

Rental 2 is in the Blackstone
Professional Center in the city of Tulare

on the west side of Hillman Street, north

of Corvina Avenue. This new office was

constructed as a build to suit for an

insurance company and three additional
suites were leased to various tenants. A

CPA leased one of the smaller suites for
a three-year term with 2.Oo/o annual
increases and triple-net expenses'

ental ocated w ntheM n

Plaza PUD development on the south
side of East Merritt Avenue, west of

Mahaleb Street in the city of Tulare. This

is a proposed build to suit office that has

been pre-leased to a pharmacy for a five-
year-term. The lease increases 3'0% per

annum, starting at year three'
'1tlat'i
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Rental 4 is in the city of Tulare on the
east side of North "O" Street, south of
East Cross Avenue. The ProPertY
consists of 3-4 suites wilh 2/3 of the
gross building area occupied by Sierra

Dairy Lab. The tenant recently
purchased the property but had been

leasing the sPace for many Years at

$0.95 per square foot, gross. ln 2Ot7
the lease exPired, and the tenant
purchased the ProPerty.

#

Rental ns in tfre Tulare Medical Center
and recently lease to Dr. Tenn for a two-
year term. This is a gross lease and rent
is flat for a two-year term. The tenant
received the space in "as is" condition.
The property has operated as a medical
clinic since it was constructed.

ift r I

Rental 5

Dr. Tenn

roob N.O,etry

Tu la re

Rental 4

Slerra Dalry LaboratorY
qZO N. "O" SVeet

Tulare

Renta I 3

Alpha Pharmacy

873 E. Merritt

iutare

Br-0&I2

Andy Htnoiosa CPA

iss3 Hittran

tutare

Chlcago Tltle

rsog iirrran
Tulare

Location

Rental 1

March2017

2 Years

Flat

Gross

Decembe12OLo

1 Year

Flat

Gross

3.oo/o/annum @ Yr. 3

Mod. Gross

April2oIT

5-Years

Decembetr2017

3 Years

2.Ook/annum

NNN

Date December2-017

5 Years

2.OWannufr

l,4od, Gro$

Su pe rlor

3'?8r
2000

Average

Above Average

Mediacl

6,000

1980',s

Ave rage

Average

Lab

Slmilar

r,424

20L7

Good

Average

Pharmacy

Supe rior

I,102
2077

Good

Ave rage

office

Su pe rio r

Brdg. (s.F.)

Year Built

Condition

Quality

PropeftyType

2,446

2017

cood

Ave rage

Office

Rating superi o r

The rent comparables indicate a range between $0.95 and $2.00 per square foot.

Rentals 1-3 are all new buildings. Building 890 is leased at $0.80 per square foot,

gross; this rental rate is estimated to be less than market rent. Market rent of Building
g9O is estimated at $1.00 per square foot and most consistent with Rental 4. Building
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906 is small with renovated interior, so an elevated rate is most reasonable. The small

size is somewhat offset by the quality and lack of medical buildout. Market rent for

Building 906 is estimated at $1.30 per square foot'

Operating Expenses: Developing an opinion of value by the income approach is directly

related to ilre capitalization of the net operating income. The net operating income is

derived by deductingthe operating expenses, from the effective gross income. Expenses

fall under two categories, fixed and variable. Market expenses were requested and not

provided; therefore, I have estimated market expenses. The expense estimate is based

on historical expenses of similar properties, broker opinions and market surveys.

Vacancy & Coltection Loss; The Tulare medical office market is stable but soft. There

are few vacancies available and new construction is on the rise in the premier office

parks. The estimated market rent is based upon the anticipation of tOOo/o occupancy.

The amount for vacancy and income loss is that amount deducted from the potential

gross annual income to reflect probable vacancy, turnover, or nonpayment of rents by

ienants. Citywide vacancy is visually estimated to be about 5.0% and consistent with the

estimate for the subject property.

Overall Capitalization Rate: The final step in the income approach is the selection of the

overall capitalization rate. We will utilize two methods, which include the market derived

overall rates from the sales comparison approach and a review of national investor

criteria.

Market Derived Rates; The sales exhibit the following overall rates.

Fixed Expenses Variable Expenses

Property tax
Derived by multiplying the tax rate by the
current property value. This may be

inconsistent with the actual assessment
by the county assessor.

lnsurance
Liability for personal injury and hazard
insurance in the event of a physical loss

due to fire or other cause

Replacement Reserves
An allowance kept in reserve for periodic

building repairs, particularly short-lived
items that wear out more rapidly than
other building components. Generally
ranges between L.0% and 1.50% of the
effective gross income.

I

Maintenance, Repairs and Janitorial
General building repairs, roof, walls, windows,
flooring, etc.

Utilities & Electrical
Electricity, water, sewer, gas, etc.

Administration fees
Advertising, payroll, legal etc.

Contracted Services
Pest control, site clea nu p, ga rdener/landscape,
security, window washing

Management
Contracted service provided for operation of
the asset, May include collection of rents or

organizing scheduled maintenance. Rates will

typically vary between 2.O% and 6'0% of the

effective income.

I
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Sale 6 sale 7Sale 5Sale 3lSale 2l SaleSale 1

$ 45,600

768

763

33,500

$
$

.E$imate
Gros

es,Cos

L9,772

2,

20,813

$

$

$

Estlmate

GrN

$ 5,945

$

21,,23L

Estlmate

Gr9$_.

22,99

OAR MARKET EXTRACTION

Reconciliation; The sales overall rates range from 5.08o/o lo 8.2L%. See the market

analysis for review of the broader Overall Rate Range nationally. The actual income and

expenses were utilized when available. Typical investments like the subject property

indicate a range between 7.O%and 8.0%. A rate of 7.50o/o is reasonable and applied to

the subject. Flease reference the following chart for the value conclusion via income

approach.

X

X

X

$

$

$

$
$
$

EIMBURSED OPERA EXPENSES

2,439
1,357

1.00
1.30

s.F.
!s.F.

2,439
t.o44

MICROCORRE LAB

TULARE HOSPITAL FOUN DATION

7.50%

VALUE INDICATION

5,00%

EXPENSE/S.F.

1,50%
L4,070

29,207
NET OPERATING INCOME

O.A,R.

$ 389,422

$ 43,277

$ 29,207

UTILITIES (COMMON AREA ONLY)

SERVICES

OPERATING INCOME

INSURANCE

LY INCOME

L GROSS INCOME

CY & COLLECTION LOSS

EFFECTIVE GROSS INCOME

TING EXPENSES

EXCLUDING MANAGEMENT

MANAGEMENT

3,796

45,554

2,786
522

1",742

4,634
348

.2,090
. 11298

649

of GBA PER ANNUM =

of GBA PER ANNUM =

of GBA PER ANNUM =

of VALUE =

of GBA PER ANNUM =

of GBA PER ANNU-M =

$0.80
$0.15
$0.50
1.19%

$0.10
$0.9!
3.00% of EGl..;-

of EGI =REPLACEMENT RESERVES

iornu opEnnrtruG EXPENsEs

INCOME APPROACH

ROUNDED $ 390,000
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RECONCILIATION OF VALUE

The approaches exhibit the following value range:

Sales Comparison Approach: $390,000
lncome APProach: $390'O0O

Both approaches are consistent. The value is estimated at $390,000. The surplus land

is added to the value conclusion and the cost to demolish Building 922is deducted as

follows:

Final Value Reconciliation

The exposure time is estimated at nine months.

us Lan ueu

$128,800-T6,ro0 s.F. x $8.00/s.F. =
$128,000Value Rounded =

Demolition Costs for Bu ilding922
5,000 10 .f. = $50,000

Profit @ L5o/o = $7,500
Demolition Costs = $57,500

Rounded = ($57,ooo)

Value of 890 and 906 $390,000
Su US nd Value $128,000
Tota $518,000
Less Demolition
Total Value
Tota tue Rounded $460,000
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Pnoprnw 7 - 874 CHennY Srneer, Tuuqne

property Summary: The property is a vacant medical office on one parcel. The office has

not sold in the prior three years; it is not listed for sale or lease. No office or medical

offices. were noted to be for sale in the immediate vicinity. The property is zoned C-2

(Office Commercial). The C-2 zone is intended to "provide areas for the development of

small to large scale office facilities and related support services and other appropriate

uses."e The property is within flood zone X; this is not an identified flood zone.

'*.- a^.

9 City of Tulare Zoning Ordinance, Chapter 10.48: office Commercial District
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SITE DATA
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IMPROVEMENTS

87 Street,

(Square Fross Building

callmprovement

1963Year

nor updates over the yearsenovated

YearsEstimateEffe

10 Yearsc Life Estimatemaining Econo

ow AverageExterior Condition

lrBelow Average to

Average

lnte

lity

r n n

Concrete

Concrete

nFou

oor

Concretells

Alumin meWin OWS

uminum-frameoors

WoodRo

positionnish

nterior Constructiot

Walls

Ceiling

Wood fra rywall

acoustica

rpet/ laminateFlooring

WoodDoors

uorescentng

NoSprin ers

aminateCabineVCounters
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Building HVAC

Site lmprovements

Parking 12 asphalt stalls

Landscape Shrubs/Brass/trees around bu ilding

lmprovement Comments: The interior has an entry/reception, waiting room, two-three

exam rooms, two bathrooms (non ADA) and storage rooms. The building does not have

power and the interior finishes are in below-average to fair condition. The roof appears to

be leaking is several areas.

Photos

area
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Highest and Best Use Conclusions: The hi$hest and best use of the site as though

vacant is for office or medical office development when feasible.

The feasibilitY analYsis
performed in the chart on the
right indicates land value, less
demolition costs is sli$htlY
greater or near the value as
improved. At this Point, the
building improvements have
exceeded their useful life and
should be demolished, A new
medical office should be

constructed in it's Place when
feasible.

VRluRlolrt

The sales comparison approach is the best indicator for vacant land.

Sales Comparison Approach

The local market was searched for comparable land sales. The best comparables were

selected and analyzed on the following pages.

Feasibil Analysis

Gross Building Rrea tS.r.)
Fair Market Rent (as Renovated)

Monthly Rent

Annual Rent

874 Cherry Street

As ls Value

Per S.F

$95,290 $74.39

perlS.F./Month

$L,729

ministrative
Management

Replacement Reserves

$20,752 Monthly Rent X 12

NOt

CAP Rate

Renovated Value

Less Cost to Renovate

Vacancy & Collection @ 5.0%

Effective Gross lncome

$ta327
7.OOo/o

1,28t
$1.35

, -$t,oss
- $19,?15

-$500
-$591
-$296

$261,820
$166,530

$204

$130

Vacant Land Value @ $ F $107
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170380-002

q"r9 i
1075 N. Blackstone

Avenue, Tulare

175-187-006

-s8lc-it
315 W lnyo Avenue,

Tulare

169-09G042

9a!q,1
East side of "J" street,

south of Prosperity

Avenue, Tulare

175-267-W4

.gale ?
725 W lnyo Avenue,

Tulare

.1al4
Lot 5 in Del Lago

Professional Center.

NEC of Hillman &

Leland, Tulare

149-130-041

Location

Jackson Tsai & Ass.

Aug-2015

@
$8.45
o:75

32,552
c-3

Y9s

Yes

lnterlor

Mehan
. ... 

Paya!...

Ohara

June2016

@
$10.67

o.26
tt,isa
c4
Yes

Yes

Corner

.... L_u9io

City of Tulare

33,332
c4

?9rti?l
Yes

lnterior

Dec-2O16

$6.54
0.77

Gayt€n

Valley Builders lnc.

March-2018

@
$5.00
0,16

6,995

c-4

Y"g
yes

lnterior

Tten Properties, LLC

$11.57
Q:7t

31_,t28

c2
PUD/Partial

Yes

Corner

N4alli

Feb-2018

il
Prloe/S,F.
Size (Acres)

Size (S.F.)

Zoning

Off-sites

Utilities
Orientation

Pl]vel
Seller

Date of Sale

0%

0%

o%

o%

0%

0%

w.
o%

o%

wa

0%

v.
ox
0%

o%

0%

0%

o%

o%

0%

-LO%

L5%

Wo

o%

0%

0%

o%

$9.29

t5%
vk
or
5%

V/o

w,

$6.s4

0%

0%

..''10_%

o%

o%
-o%

$10.67

o%o%

-5%

Vo
0%

096

0%

0%

$5.00

0%

-LO%

5%

o%

o%

-10%

-2s:%

75%

Property Rights

lmmediate Expendltures

Market Conditions

Conditions

ents

Location

On-Sites

Value Slto

orientation
Off-sites

20% 5%-10%-5%

$9.76$9.60 $7.85$4.75$10.41

The sales are consistent near $8-$10 per square foot, excepting Sale 2. Due to the

shape of Sale 2 is it less useable and considered inferior. The value of the underlying

tand is estimated at $10.00 per square foot. Demolition costs (including profit) are

deducted from the underlying land value and calculated as follows:

APN Squa Value s.F. Value

ta,7 LO7

Value Rounded
less Demotition -

$105.000
($ L5

Va ue $90,000

----Demolition 
Costs

81S.F F.- $12,810
Profit $1,.922

emolition Costs = $L4,732
Rounded = ($15,000

lr70-322-A20

An exposure time of one year estimated at the appraised value.
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Pnoprnw 8 - 793, 795 & 799 NonrH CHennv Srneer, Tunnr

-,!

properry Summary: The property is located on the west side of North Cherry Street at the

East Terrace Avenue alignment. The site is improved with two former medical offices

(7g2 &79b) utilized for leneral office and stora$e. A third manufactured office (799) is

also located on site.

The offices have not sold in the prior three years;they are not listed for sale or lease. No

office or medical offices were noted to be for sale in the immediate vicinity. The property

is zoned c-2 (office commercial). The c-2 zone is intended to "provide areas for the

development of small to large scale office facilities and related support services and

other appropriate uses."lo The property is within flood zone X; this is not an identified

flood zone.

10 
City of Tulare Zoning Ordinance, Chapter 10.48: Office Commercial District
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Site Comments; Access is via alley North Cherry Street. Street parking is available' The
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IMPROVEMENTS

799 N. Cheffy Street

Office,/Storage

1970's (estimate)

- (Manufactured Off ice)

Wood frame/ drywall

L,200

HVAC

3l shared stalls

Shru

Metal

No

ZS Years

15 Years

Below-average

Average

Wood

Wood

Wood

Composition

Wood

Aluminum-frame

Drywall

Carpet/laminate

Wood

Fluorescent

No

Wood/laminate

N. _Cherry 
Street

Minor renovations

30 Years

20 Years

Aluminum-frame

Aluminum-f rame with glass

Wood frame/ drywall

Carpet/laminate
Wood

3l shared stalls
nters

Glue on tile/drywall

minate

795

HVAC

Concrete
Wood

Fluorescent

No

2,L58
Office/Storage

1954

Average

Average

Average

Wood

Composition

793 N. Cherry Street

t954
Minor renovations

Aluminum-f rame with glass

Glu_e on tile,/drywall

Carpet/tile

Wood

Fluorescent

No

Wood/laminate

3l shared stalls

Concrete

Wood

Composition

HVAC

planterShru

1,560
Office Storage

30 Years

20 Years

Average

Average

Average -

frame/ drywall

Gross BuildingArea (Square Feet)

Current Use

Year Built

Renovated

Effective Age

Remaining Economic Life

Exterior Condition

Exterior Constructlon
Foundation

lnterior Construction

Building System

Slte lmprovements
Parking
Landscape

lnterior Condition

Floor

Doors

binets/Counters

Walls

Ceiling

Flooring

Doors

Roof

Roof finish

Walls

Windows

lmprovement Comments: lnterior layouts consist of offices, conference, bathrooms'

break areas and storage. portions of the interior have newer flooring and paint. Buih in

cabinets and counters are mosfly wood and laminate. The buildin$s need some clean-up

and interior renovations to meet modern standards. They are general office space in

average to below average condition.
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793 Cherrv Photos

rior & park Office

Office Kitchen
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795 Gherry Photos
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799 Cherry Photos

Exterior Co rence kitchen

Bathroom with shower Office

Parkin lot
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Highest and Best Use Conclusions: The hi$hest and best use of the site as though

vacant is for office or medical office development when feasible.

The subject imProvements
have been moderatelY
maintained over the Years
but have graduallY turned
into office and storage space.
Modernization of building
793 and 795 is feasible. Site
improvements need attention
including the landscaPing
and parking lot. An

investment to modernize the
property is estimated at
$120 per square foot
(including hard costs, soft
costs and Profit). The cost

carefully
review of

Feasibility Analysis

Gross Building Area (S.F.)

Fair Market Rent (as Renovated)

Monthly Rent

Annual Rent

Vacancy & Collection @ 5.0%

Effective Gross lncome

Administrative
Management

Replacement Reserves

NOI

CAP Rate

Renovated Value

Less Cost to Renovate

As ls Value

793 - 795 Cherry

3,718
$1.35 perls.F./Month

$5,019
$60,232 Monthly Rent X 12

-$3,012

$57,220
-$500

-$1,,7L7

-$858

$54,145
7 'QO%o

s.FPer

$773,502
$446,160

$327,342

$208,04

$120

$88.04has been
considered through
actual redeveloPment costs, developer opinions, broker opinions and Marshall Valuation

Services. lt should be noted that construction costs are rising, and contractors are busy.

Brokers and developers cite the main barrier to feasibility is rising construction costs.

Government regulation, and medical building standards set forth by the state and CMS

(Centers for Medicare & Medicaid Services) also elevate costs. Despite these factors the

chart above indicates feasibility based on a fair market rent estimate of $1'35 per

square foot with triple net expenditures. The feasibility analysis shows the "as is"

valuation of the subject to be about $88 per square foot applied to the buildings 793

and 795. Building 799 is a manufactured building; the age and exterior depreciation

would not warrant a capital investment into the property. lt should be utilized for storage

until removal and construction of modern medical office is feasible and in demand.

VRluRlott

The sales comparison approach is utilized to determine the value. The income approach

is less relevant because the medical office would require renovations to lease the

property and a hypothetical valuation. The cost approach is also less relevant due to the

mixed ige of the improvements. The sales data is strong and is most relied upon by

market plrticipants. The feasibility analysis in the highest and best use provides support

for the value conclusion. The manufactured office is given some value as storage space'
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SALES COM PARISON APPROACH

The sales comparables are outlined on the following pages. For an in-depth view of the

sales comparables, including pictures and descriptions, please see the Addenda.
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Sale 6
lvlulti-Tenant Office

420-444 N. "0" St.

iulare

220 N. J Street

Tulare

Sale 7

Multi-Tenant Office
Sale 5

Dental Office

970 N. Cherry Street

Tulare

1018 N. Cherry

Sale 1

Medical OfficeBu itd ln g

Address
Street

iutaie

170:233-009

0ct-2017
17-63071

t76-7rt-o25
Apr-2018
18-20580

17G322-O26
May-2OL4

t4-27003
Sales Date

Doc. Number

L7G340-Ol2
June-2016
L6-35492

APN

Gallado

Smith

I Hartman

lnnnatnan 

Holdings lnc.Elston

9,786
9,786

32,294
30%

1980's

Yes/ abundant

4,000
4,000

5,816

690/o

r978
PUD

Av_erage

2,L68
2,L64
LO,2A4

2L%

Average-

Above

t970
Yes

Net Bulldlng Area

Land Size, S.F

ite Coverage

dg. AreaBIGross

s

Condition

Year Bullt
Parking

ual

0wner-0ccupledOwner Occupied Owner OccupiedOwner 0ccupiedNet lncome
Net lncome/PsF

Leased Fee

oio
Conventional

OVo

Arm's Length

Oo/o

None

Oo/o

Apr-2018

OVo

$100.00

Fee Simple

Oo/o

Conventional

OVo

Arm's Length

004

None

o%

0ct-2017
Oo/o

$89.92

Fee Slmple

o%

Conventional

OVo

Arm's Length

o%

None

Oo/o

May-2OI4
IOo/o

$t42.O7

Fee Simple

Oo/o

Conventlonal

Oo/o

Arm's Length

OVo

June-2016
5%

$101.94

None

Oo/o

AdJustments
Property Rights

Financing

Conditions of Sale

lmmediate Eipenditu res

Market Conditions

Sub-Total

5Yo

OVo

o%

o%

-lOo/o

5o/o

5o/o

o%

o%

0o/o

OVo

-5o/o

Oo/o

Oo/o

-t5!o

oo

ow
Oo/o

Oo/o

-15%

Locati on

Size, S.F

Parkl n g.

Agelcondition
Quallty

LOo/o-5Vo-L5%o -2oo/oSub-Total

The adjusted price per square foot ranges between $86.65 and $113.65. The subject's

age and condition warrant a value in the lower tier of the adjusted range. All factors
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considered, a value of $90.00 per square foot is reasonable and applied to the gross

building area of 793 and 795.

Building Square Feet Value per S.F. ProperlyValue

793 1,560 $e0 $140,400
795 2,L58 $eo
799 1",200

TotalValue
TotalValue Rounded $360,000

An exposure time of one year estimated at the appraised value.
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properlry Summary: Property 8 is in a planned unit development on the east side of North

Cherry 
-Street, 

north of East Merritt Avenue, in the city of Tulare. The development is

t<nown as the Tulare Medical Center and includes 16 parcels. The subject site is

improved with a Veterans Hospital built to suit in 2OO4'

The office has not sold in the prior three years; it is not listed for sale or lease. No office

or medical offices were noted to be for sale in the immediate vicinity. The property is

zoned C-2 (Office Commercial). The C-2 zone is intended to "provide areas for the

development of small to large scale office facilities and related support services and

other appropriate uses."11 The property is within flood zone X; this is not an identified

flood zone.

,,

i'i.

11 city of Tulare zoning ordinance, chapter 10.49: office commercial District
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SITE DATA

Municipa

Site Comments; Access to the office park is via two concrete paved driveways along

Cherry Street. The site is suitable is size and shape for office or medical office

development all utilities are available.
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IMPROVEMENTS

1050 Cherry Street, Tulare

6,977Gioss Building Area (Square Feet)

lmprovement Type A Clinic

Year Built

a ned

10 YearsEffective Age Estimate

Exterlor Condition

Life EstimateRemain

Goodnterior

ConcreteFloor

Stick-frameWalls

nt umlnuni{idme with glass

eAlum num-Windows

S

Ceiling

metalnuAlu

n uorescent

me with

ng

Doors

ng

YesSprinklers

LaminateCabineVCounters

ears

d fram rywa

suspe acousticalti rywa

Tile,/laminate
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Building System

Reci procal parking throughout developmentParking

La pe Shrubs/trees/s n rS

ramp and rails at entry

lmprovement Comments: I did not have access to the entire interior, but I was able to

view the entry/reception, waiting area are restrooms. The floorplan below outlines

several exam rooms, offices, break room and ADA restrooms throughout the remaining

building area. Government occupied buildings have specifications exceeding most
private medical offices and the portion I viewed was in good condition and Sood quality.
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Bathroom
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Highest and Best Use Conclusions: The highest and best use of the site as though

vacant is for office or medical office development when feasible. The hi$hest and best

use of the property as improved is to extend the lease contract to the VA for a period of
five to ten years. This will reduce the overall rate and increase value. The oroperU

should continue to be leased the VA for as lon€ as possible. Market rent is substantiallY

less than contract rent.
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VnluRlolrt

The sales comparison approach and income approach are utilized to value the subject.
Data for both approaches is strong and the market generally relies upon these two
factors when determining the worth of an investment property. The cost approach has

less relevant and is excluded.

Sales Comparison Approach

The subject is an investment property. lnvestment sales of similar quality have been

analyzed;they are outlined on the following pages.
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Sale 1 is in the city of Sanger along the
south side of Jensen Avenue, east of
North Bethel Avenue. The property is
part of a planned-unit-development and
shares common area with Telecare. The
property is under a long-term lease
contract to Davita Dialysis. The ori$inal
lease term is set to expire on September
21-, 2O2t but the buyers felt strongly the
tenant would pursue a five-year option.
The buyer wanted to invest in

commercial real estate and this was not
a 1031transaction. The broker indicated
the overall rate at 652% is based on the
net operating income at the time of sale.
Sale 2 is in the city of Porterville on the
north side of Morton Avenue, east of
North Porter Road. The property was
renovated in 20L4 and a new 15-year
lease was signed by Social Security
Administration. The lease has a modified
gross structure and increases 8.5o/o at
year five. At the time of sale there were
t2 years remaining with a seven-year
firm-term in place. ln 2Ot4 a 400
square foot addition expanded the office
at a cost of $541,000, including 90,000
for blast proof windows. A new roof was
installed in 2OL7. The gross rental
income was $226,804 with expenses of
$76,693 per annum.
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Sale 3 is located within the Blackstone
Professional Center in the city of Tulare
on the west side of Hillman Street, north
of Corvina Avenue. This office was
recently constructed and leased to
Chicago Title and Residential Mortgage
Company. The Chicago Title lease
carries a five-year term and two percent
annual increases. The tenant can

terminate the lease after three years, so

long as they reimburse for tenant
improvements and pay a penalty. The

Residential Mortgage lease is also five
years at $2.00 Per square foot Plus
$0.09 per square foot for CAM

reimbursements; they too can terminate
the lease within one-year but must
reimburse for certain expenditures. The
buyer in an investor who has the third
and final space listed for lease at $2.00
per square foot, offering the same
expense structure as the other two
lessees.

Sale 4 is in the city of Dinuba at the
southwest corner of North WaY and
Eaton Avenue. The property is leased to
Davita Dialysis for a 15-year term with
triple net expenses. Two 5-year renewal
options are available. Rent started at
$1.95 per square foot and increases
every five years LOo/o. The property sold
about nine months before the initial
increase.
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Tulare. CA

salo 3
Multi-tenant Offlce

1905 Hlllman Street

Dlnuba, CA

Sale 4
oavita Dialysls

510 W. North Way1050 Cherry Street

Su blect

Tulare

S€le-l
Davita Dlalysls

2517 Jensn
Avenue

sal6 2
Soclal Securlty

890 W. Morton
Avenue

Porteruille,

Add ress
Bul ldi ng

L7"2AO44w
Zysling

166210-008
May-2OL7

Hldden oak Dev.

LLC
Sanger Propertles

251-160-04931S101-69
April-2018

t&r7475

Trust

LLC

Smith

Schmldt

170-34GO38
January-2O!7

RPM Realty

0!4-144-002

17-5305w
Naekel

APN

Saies Date

Buyer

Sel ler

6,L44
6,L44
6,744
100%---. zor? -
PUD

Good

Above Average

91006

9,006
47,O45

19%

20!3
Yes

eooo

Good

6,689

6,686

26,387
25%

zooslRen. zoi4

.Ys
Above Average

Above Averaae

. 6rp00..

6,500

28,314
23%- 2o1o
Y€s

Above AveEge

Good

. 6,el!
6,977

31,305

22%

)ooq
Yes

Above Average

Good

Bulldlng Area

faqll ng

et lncome

Cond ltlon

et come/PSF

Bldg. Ar€a
nd Slze, S.F

Bullt
Coverage

$211,100
923.44

$150,111

$22.45
$129,796

$21.13
$189,092

$23.70

$165,389

$317.79

5S
$333.68

0%

-1096

o%

10%

10%

$317.79

0%

0%

0%

$317.79

096

$317.79

$358.76

o%

$358.76

...55..
$376.70

5%

.10%

0%

0%

-10%

0%

$358.76

0%

0%

0%

$358.76

o%..

.10%

0%

$302.87

$302.87

0%

$302.87

.10%

096

15%

o5

o%

o%

o*

Leased Fee

Averag,e

.Auep49
9,e77...
2004

Above Average

Notmal

Cwlenl

........,$,a?3,85

0%

0s
$423.85

-5%

096

$423.85

o%

$423.85

o%

0%

0%

-10%

0%

o%

$423.85

Property Rights

Flnanclng

'conoitions 
of slte

Exp. After Sale

wa*er Conotitons

sub-Total

Location
'Site 

Couerage

Size (S.F.)

AEe

Lcondition
lo,raritv

AdJustments

5% o%-10%Total

The sales have a tight adjusted range. Sales 2-4 better represents the subject's net

operating income and value as investments. The short lease term of three-years

increases risk. There is a strong likelihood of continued leasing by the VA but the short

term warrants a value in the lower tier of adjusted values. The subject's value is

estimated at $3200 Per square foot:

6,97 32 $2,232,640
Va nounded = $2,230,000
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INCOME APPROACH

The value of a property by the income
approach is derived by converting the expected

income generated from a property into a

present estimate using one of many income

capitalization procedures. ln this approach, a
properly is viewed through the eyes of a typical
investor, whose primary objective is to earn a

profit on the investment principally through the
receipt of expected income generated from
operations and the ultimate resale of the
property at the end of the holding period. The

value estimated by the income approach
assumes that investors will earn a rate of

return consistent with that available for
alternative investments of comparable risks.

The subject's lease is outlined in the chart above and has Gross expenditures. ln a gross

lease flre lessee has a base rental rate. The lessor pays all operating expenses except

for utilities, electricity, water, sewer, gas and janitorial. I have assumed a three-year

lease originating on the reporG effective date.

ti'i "r

j .., :.'

Ktt r11s I .
l\j.ilr.)r)t)l

'';r(ii,,,
I,i r'tr'J.il

i t!':inL)

R1
|.,'

{J R3

o

Tenant VA

1050Suite #
MedicalSuite Type
August 1, 2014Start
July 31, 2009End

Five (1) Year optionsoptions
Build to suitTl's
3.0% per annumI ncreases
GrossExpenses
$19,1-17Starting Rent
$19,691Current Rent
6,977Net Rentable
$2.82Per S.F. Total

VA LEASE

Subje
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Rental 1- is in the Blackstone
Professional Center in the city of Tulare
on the west side of Hillman Street, north

of Corvina Avenue. This new office
constructed as a build to suit for Chicago

Title Company. The lease has a five-year
term and two percent annual increases.

The tenant can terminate the lease after
three years, so long as they reimburse for
tenant improvements and pay a penalty.

The tenant PaYS for CAM and the
landlord pays for all other expenses.

Rental 2 is in the city of Visalia on the
west side Akers Street, south of State
Route 198. The property is part of PUD

style retail and office development. The
property is a two-tenant building leased

to a dental office and Elite Medical
Services. The interior was renovated at a
cost of roughly $30 per square foot and

a five-year lease commenced at $2.05
per square foot with gross expenditures.
Rent increases 2.0% per annum and the
tenant has one 3-year option to renew'

Rental 3 is in the city of Porterville on the
north side of Morton Avenue, east of
North Porter Road. The property was

renovated in 201"4 and a new 15-year
lease was signed by Social Security
Administration. The lease has a modified
gross structure and increases 8.5% at
year five. ln 2Ot4 a 400 square foot
addition expanded the office at a cost of

$541,000, including 90,000 for blast
proof windowS. A new roof was installed
in2OL7.
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Rental 4 is in the city of Fresno on the
north side of East Olive Avenue, west of
North Clovis Avenue. The building was

occupied by USPS; they vacated, and an

investor purchased the Property.
Subsequently the building was renovated
at a cost of $1,000,000 for office
standards set forth by the CHP; they pre-

leased the property for 16 years, with a
four-year firm term. Rent starts at

$24,955 per month for the first eight
years then increases to $28,698 per

month for the remaining lease term. This

is a gross lease where the tenant is
responsible for their own utilities and
janitorial service. The remaining
expenses are the responsibility of the
lessor.

-t
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Rental 4

CA Hlg,hwaY Patot

5435 E. Olive Avenue

Fresno

Socia, Securrty
Administrattan

890 W. Morton Avenue

Porterville

Rental 3Rental 2

Ellte Co rpo rate M e dlca I

Servlces
5344 W. Cypres

Visalla

Rental 1

Chlcago Title

1909 Hillman

Tulare
Location

November 2014

16 Years/ 4 Yr. Firm

15% @ Yr. 8

Gross

January 2015

15 Years/ 7 Yr. Firm

8.5% every 5 years

FullService

May-2Ot7

5-Years

2.Oo/o/annum

Gross

Dec-2OL7

5 Years

2.OWannum

Mod. Gross

Start Date

Term

lncreases

Expenses
9,598

199O/Ren.2014

Above Average

Above Average

Office

Oo/o

5/o

Oo/o

7.5o/o

QVo

%
20%

o%

Oo/o

LOo/o

L0o/o

$2.86

2003 Ren.2014

Above Average

Above Average

Office

9%

-50a

o%

Oo/o

-5%

Lso/o

-750k

6,686

o%

Oo/o

lOo/o

Lo:/.

$3.16

2004Ren.2OL7

Above Average

Above Average

Medical

3,003

$2.15

t5%

o%

M
-5%

0%

Oo/o

%
5Vo

-7-Oo/o

-50/o

-50/o

QVo

Oo/o

w
5:%

$2.10

2,446

-LOo/o

-5%

-Ljo/o

25o/o

5o/o

M
5o/o

201-7

Good

Average

Office

dJustm ents.'

Property Rights

Lease Conditions

Market Conditions

Adjustment

Quality

Lease Type

Conce'sslons

n

Brdg, (s.F.)

Sub-Total

r Built

Propefty

Conditlon

Quality

The rent comparables indicate a range between $2.04 and $3.43 per square foot. The

subjects rent;l rate falls within the adjusted range and considered reasonable for this

type of specialized develoPment.

Operating Expenses: Developing an opinion of value by the income approach is directly

related to trrb capitalization of the net operating income. The net operating income is

derived by deducting the operating expenses, from the effective gross income. Expenses

fall under two categ-ories, fixed and variable. Expenses were requested but not provided.

I have estimated expenditures utilizing market surveys, historical expenses of similar

properties and broker opinions. The expenses are outlined in the income approach

chart.
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Fixed Variable Epenses

Property tax
Derived by multiplying the tax rate by the
current property value' This may be

inconsistent with the actual assessment
by the county assessor'

lnsurance
Liability for personal injury and hazard
insurance in the event of a physical loss

due to fire or other cause

Replacement Reserves
An allowance kept in reserve for periodic

building repairs, particularly short-lived

items that wear out more rapidly than
other building components' Generally

ranges between 1'0% and 1.507o of the
effective gross income'

Maintenance, Repairs and Janitorial
General building repairs, roof, walls, windows'

flooring, etc.

Utilities & Electrical
Electricity, water, sewer, gas, etc'

Administration fees
Advertising, payroll, legal etc.

Contracted Services
Pest control, site clea n u p, ga rdene r/la n dsca pe'

security, window wash ing

Management
Contracted service provided for operation of

the asset. May include collection of rents or

organizing scheduled maintenance' Rates will

typically vary between 2.Oo/o and 6.0% of the

effective income.

I

vacancy & coilectlon Loss.. The Tulare medical office market is stable. There are few

vacancies available and new construction is evident. The estimated market rent is

based upon the anticipation of 1oo% occupancy. The amount for vacancy and income

loss is that amount deducted from the potential gross annual income to reflect probable

Vacancy, turnover, or nonpayment of rents by tenants. The tenant is a government entity

with minimal risk of default; however, some vacancy needs to be considered for a long-

term hold. Considering all factors, 5.0% is reasonable'

overall capitalization Rate: The final step in the income approach is the selection of the

overall capitalization rate. we will utilize two methods, which include the market derived

overall rates from the sales comparison approach and a review of national investor

criteria.

Market Derived Rates; The sales exhibit the following overall rates:

Reconciliation; The sales overall rates range from 5.88% to 7.3L%' See the market

analysis for review of the broader Overall Rate Range nationally' The actual income and

"*pun..r 
were utilized when available. Overall rate trends have been analyzed on a

broad and local scale. The national average trends are stabilizing. The sales

comparables show a relatively consistent range but the subject only has three years

Sale 4Sale 3Sale 2Sale 1

$

$3,590,000
2Ll,t00$

$1,775,000
t29,796$

$2,250,000
t50,ILl$

$2,900,000
189,092

Sale Price

NOI
5.88Yo7.37-o/o6.67%6.52Volndicated oAR
$23.44$21.13$22.45$29.09NOI/SF

OAR MARKET EXTRACTION
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$
$

X

XTING

19,691$ 2.426,977 S.F.CONTRACT RENT

REIMBURSED

CY & COLLECTION LOSS

FFECTIVE GROSS INCOME

ERATING EXPENSES

LITIES (COMMON AREA ONLY)

57,661

166.817

VALUE INDICATION

EIqFN9F49.F.

$
NEI-OEERAING-INEOME

8.00%
o.A.R.

2,OA5,27L

5,00%

I 224,477

$ 166,817
OPERATING INCOME

TION

236,292
MONTHLY INCOME

POTENTIAL GROSS INCOI\4E

SERVICES

AL OPERATING EXPENSES

INSURANCE

IAXES.PROPERry

of GBA PER ANNUM =

of GBA PER ANNUM =

of GBA PER ANNUM =

of VALUE =

of GBA PER ANNUM =

of GBA PER ANNUM =

of EGI =

of EGI =

$1.50
q0.10

$0.40
tL9%
So,+o

$0.80
3.00%

1.50%

10,466
698

2,!e1"
24,814

3,209
5,582
6,734
3,367

MAINTENANCE/REPAIR

ADMIN EXCLUDING MANAGEMENT

MANAGEIVIENT

REPLACEMENT RESERVES

INCOME APPROACH

$ 2,090,000ROUNDED

remaining on the lease term.lz An overall rate exceeding the high end of the range

better reilects the risk inherent of the short remaining lease term' A rate of 7.50% is

reasonable and applied to the subject. Please reference the following chart for the value

conclusion via income aPproach.

Reconciliation of Value

The three approaches exhibit the following value range for the stabilized premise:

Sales Comparison Approach: $2,230,000
lncome APProach: $2'090'000

The income approach is a better indicator and given the most weight' The value is

reconciled at $2.100.000. The exposure time is estimated at 6 months'

12 Sublect to hypothetical condition
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Pnopenrv 10 - 398 S. CnuncH Srneer' EnRuuRnr

Property summary: The property is a vacant medical office sitting on 30,800 square feet

of teaseo ground. The Landloio is ffre Earlimart School District. The clinic opened in

2OL5 and closed shortly thereafter. The property has not sold in the prior three years; it

is not listed for sale or tease. The land is zoned PO (Professional Office) by the County of

Tulare. Medical Clinics are a legal and conforming use in this zone.13 The property is

within flood zone X5OO;this is not an identified flood zone'

13 secTtott 8.1: ',p-O',, pRoFEsstoNAL AND ADMINISTRATIVE oFFlcE zoNE chapter 3, Section 8.1' Page 1
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Site Comments; Access is via South Church Street and concrete paved drive' Street

parking is available. The leased site is suitable is size and shape for office or medical

development. All utilities are available.

IMPROVEMENTS

S. Church Earlimart

Gross Building Area uare Feet) 2,830 S.F.

lmprovement
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ua

exterioi Construction

ndation

Floor Concrete

eta me

ndows

Doors

Aluminum-frame

Aluminum-frame with $lass

Roof finish Metal

Tor vThe ntenor was not aVA la ble ewing.

lnterior improvements are assumed to be

ave quality in above-average condition

Bui ng

5 as rifieilf pavi;-ilsta I ls

Sh arou lding

lmprovement Comments: The interior has a reception, two waiting areas' five exam

rooms, office, break room two ADA restrooms, two labs and two dental exam rooms.
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Photos

West elevation and Parking lot

?r_

West and south elevation

a 1'.i
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PROPERTY DISCUSSION

Scenario 1:

The ground was leased to Tulare Regional Medical Center in February of 2OL2 for a five-

year term. There are two 5-year options to continue ground rent, at the initial lease rate

tt gf per year. The first option to extend the lease for five years would have been in

March of 2OL7. No proof of such extension has been provided but has been requested.

ln the lease under Article L1,. "Termination," the following are causes for lease

termination.

ARTICtP 1 I" TFRII'TTNATIOI{

Ternllnatlon
11.01 {*J Thc right. to terrninate thts I,EAS$ under thi.x pravi*ion mfiy be exercised

wilhaut lrrejuctice t[ any other right ol runrcdy to wlrich fhc terminatirrg p*rt1t nrny be

entitlcel nt lu.w or under: thi.s LEASE.

{b} LANI}|,OIiED may terminate t}ris LSASE, ibr evru$e, with n'ritt*n notice

upon the ocdlrlrrencs of any of the followingl

{t} 'l'ENAN'f is ac[iudg,ccl bankrrrp[; or

{2} 
rtlflllAN'l' breornes insolvent ol hss *t rec:eiver *ppointed; or

{$} Tl}NANt' suffers any juclgr:rent rvhich r*main* unsntisfierl fnr 3O or
rnore cllry*, ar*el tvhicir woulel suhstsntivetry irnpuit th* ability cf thc
j*clgnrent clsbt$ to;:erform urtdel tlris L[0A$S; nr

{4) TEI{IANT fails to pay F'ixecl or Acttlitjcrnal Rer:t due; or

{5} TANANT abandeins the PROPERTY for scvcn (7} or rnofe c*nsecutive
rlays; ut'

{6} CIEQA rerie,rv i* I'equircd a.s e Frereq$isite.to.bcginning or completirrg

thncorr*trqctiolltleces8arytoeffectuatethi*LltAIlI$;or

t?l'fllNANl' materierl ly breachcs thjs LEA$E'

I do not have the legal capacity to decipher the terms of the lease agreemenu however,

the termination clauses above would indicate there may be good cause for lease

termination. lt is unlikely the school would be opposed to re-opening the clinic as a

benefit to the community, and student/faculty body; however, it is my opinion the market

would have no interest in the property without satisfactory guidance on this issue.

Additional concerns include the lease term. The lease term is only good for a maximum

oi fS V""rr at $1 per annum, as guaranteed by the extensions. ltem (d) under Article 3

states the following:

Page 99



trlj UBon thc "IERMINATION DATE or sxBit{tion uf erny TERM EXTENSI$Id,

the "l'El{i\t af itr{s LEASE rnry br extenelecl u1}or: tnttlttrtl wrilts.n $gr€ement cf the

p*ti*, ior *" ad<litir:nal ?EitM, the clurution nf wilich shall be clear$r iclentified

{r,TItRM DXTBNSI0N"},

There is no guarantee the school will agree to extend the lease but there is the likely

possibility of lease extension. lt is also worth noting the school has authority over

potential subleasing and may not approve prospective medical operators.

To summarize:

A. No lease extension has been provided.

B. The Landlord appears to have good cause to terminate the lease.

C. lf the lease were extended, operations are only guaranteed througn 2027 '

D. The Landlord has the authority to deny prospective medical operators who intend

to sublease.
E. The building improvements are expensive to move. The cost to unhook the

improvements from municipal utilities, transport and re-connect the

improvements at another site would probably exceed the "as is" value. New site

development costs, impact fees and profit would also need to be considered' At

this point, the improvements are probably never going to be moved, even if the

lease were terminated'

For these reasons above. I have concluded the value of th€ improvefi€nts in the "ds is'
condition. to be zero dollars.

Scenario 2 Valuation:

As a secondary valuation I have appraised the property under the following extraordinary

assumptions:

1. The tenant is in good standing and the Lessor has not terminated the lease'

2. All options have been extended through lne 2027 guaranteed lease term.

Highest and Best use conclusions: The highest and best use of the leased parcel is for a

rural health clinic.

The highest and best use, as improved, is to immediately extend the existing ground

lease lor a period consistent with the remaining economic life of the building

improvements. Tl-'e economic life is about 40-45 years. ln lieu of a long-term leasethe
property has functionality for the duration of guaranteed operations into 2027.
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The income approach is the only value indicator relevant to the subject property under

the extraord ina rY assumPtion.
Income Approach

Market rent for the subject property has been estimated at $1.00 per square foot with

annual increases of 3.0% per annum. The only expenses incurred by the Landlord are

landscape maintenance and ground rent. The lease extends into 2A27 and at the end of

the extension periods the property could revert to the Landlord, For this reason, there is

no reversion value.

Discount Rate: According lo PWC Rea/ Estate /nvestor Survey, 2na Quarter 2078, lhe

discount rate for triple net lease and strip center markets are as follows:

National Market Segment Medicalffice ryffiice

-Discount Rate Range 5.50% - tt.OOo/o - 13.00%

Average 7.73o/o

The subject improvements carry additional risk and rate near the high end of the range is

most reasonable. A discount rate of LL.AO% is applied to the net income. See the

following DCF for the leasehold valuation'

A value of $go,o00 is estimated as the fair market value, subject to the extraordinary

assumption outlined on the prior page. Exposure time is estimated at nine months.

3, ..7!?,

I

Size (S.r.)

l 1.00%

2,83012,830r

Incore

-$500-$500i

0.81Rate:

$sValw

$ 79,837

Coilection@ 5.0%
12) PGI

to Sidervolli & Ludscape

2,830:
l. l9

.$500

$31,761

-$500 -$5001

$32,729,

Dbcomted Cuh Florx:

Imore

$2,9 I 5.

$34,979

Gro[d Rent

Incore

2,830 2,830

$3,481

$41,161

$39,678
-$5oo

$33,126, $34,753, $35,810 $36'900 538'022 $39,17? $26,

$39,369 $4!,550

$37,401

"$500

$36,028 q37:loe$3{,06p:

C6h FIos:

$3,r85

$8??-2

$36,31 l
-$500

t)ls('()l Yll,-l)(.\slI l l.()\r ,\\ \L\sls
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QununcnloNs oF Jncoe l. Howen, MAI
jake@simonhower.com

STATE OF CALIFORNIA CERTIFICATION

california certified General Real Estate Appraiser - # 3oo2762
State of California Department of Real Estate #0L892235

PROFESSIONAL AFFILIATIONS
The Appraisal lnstitute - Designated Member
Tulare County Association of Realtors

APPRAISAL EXPERIENCE

simon & Hower, lnc. Hanford, cA January t,2oL8 - Present, Owner

Sirnon Cornpany tnc. Hanford, CA 2010-January L, 2Ot8, Real Estate Appraiser'

EDUCATION

California State University, Fresno

Bachelor of science, criminolo$y- Law Enforcement option - 2oo8

Appraisal lnstitute
Numerous courses through the Appraisal lnstitute including all prerequisites to attain the

MAI designation and multiple condemnation and litigation courses/seminars'

TYPES OF PROPERTIES APPRAISED

Commercial ProPerties
Office, medical, industrial, apartments, retail, subdivisions, vacant land, self-storage

Agricultural
N-ut crops, stone fruit, citrus, irrigated field crops, rangeland, conservation easements,

vineyards, dairies

RIG HT-OF.WAY EXPERI ENCE

Appraisal experience involving full and partial acquisitions, road widenings, permanent

and temporary easements, overcrossings, undercrossings and High-Speed-Rail corridor

PARTIAL LIST OF CLIENTS

Cities and Government Hanford, Lindsay, Porterville, Avenal, Kings County, USDA' SBA
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Attorneys: Dias Law Firm: Kahn, Soares & Conway, LLP: Griswold, LaSalle, Cobb, Dowd &

Gin, LLF: Chielpegian Cobb: Ruddell Cochran Stanton Smith & Bixler, LLP: McCormick

Barstow, LLP

Lenders: Bank of the Sierra: Suncrest Bank: Westamerica Bank: Central Valley

Community Bank: Valley Republic Bank:

Healthcare: Adventist Health, Kaweah Delta, Visalia Medical Clinic, Family Healthcare

Network, Tulare Local Healthcare District, Corcoran District Hospital
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Snles CorraPRnReLes

327 4TULARE, CA970 N. CH RY STREETC MPARABLE 1

Building Size: 2,1-68 S.F.

Year Built: !97O
Site Size: 10,284 S.F.

Construction TyPe: Concrete Block

On Site Parking: ll Stalls

sale Date:5/29/201,4
Doc #: 1"4-27OO3
Buyer: Brian Bell
Seller: Robert & Karen Elston

Sale Price: 290,000

The property is located on the east side of the North Cherry Street, south of East Merritt

Avenue. This is a medical district across the street from the former Tulare hospital. This sale

was a private transaction that took place in 2OI4. The buyer is a local dentist who

purchased the property and secured an sBA Loan. subsequently the property was

renovated and occupiei as Brian Bell Dentistry. The loan amount was $573,000 and

indicates a total renovation cost of $293,000 or $135 per square foot. A portion of this is

probably for new equipment but it's reasonable to assume a minimum of $80 to $1OO per

sq uare foot in renovation costs.
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TULARE, CA932741018 N. Cherry StreetCOMPARABLE 2

Year Built: 1990
Site Size: 9,838 S.F.

Construction TYPe: Concrete Block
On Site Parking: 13 Stalls

Building ize: 3,090 S.F.

Sale Date:6/L6/2OL5
Doc #: t5-35492
Buyer: Prem & Meena Kamboj

le Price: 00,000

Seller: Downey Radiation ProPerties

The property is located on the east side of the North Cherry Street, north of East Merritt

Avenue. This is a medical district diagonal from the former Tulare hospital. The property was

purchased by an adjacent pediatrician who in renovated and incorporated the building into

his adjacent prop"riy. The facility has been rebranded under Family Healthcare Network.

The property was part of a private transaction, but it did receive market exposure in 2OL5

asking $qZi,gOO, At that time the property was in below average condition and needed a

new roof, according to brokers who toured the ProPertY

Page 105



TULARE, CA9327925 E Merritt AvenueCOMPARABLE 3

Year Built:1992
Site Size: 11,455 S.F.

Construction Type: Wood frame
On Site Parking: 10 Stalls

S.FBuilding Size:

Sale Date t/5/t5
Doc #: 75-421.G
Buyer: Abraham Betre
Seller: lstvan Potorke, Tr

Sale Price: 375,000

The property is in the city of Tulare on the south side of Merritt Avenue west of Blackstone

Street. The building *ai owner-operated and being utilized for gynecology and obstetrics.

There is a 3OO sqr-are foot garage and 220 square foot covered patio. The property had

been renovated in recent years including interior updates, landscape and fencin$. The

owner retired and sold the real estate along with the practice and goodwill ($60'000)

equipment and supplies ($83,000) and a S-year no compete clause ($10,000)' The real

estaie was secured'at $375,000 and set by an appraisal. The buyer financed the sale

thro a new SBA loan
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TULARE, CA93274987 N. Blackstone AvenueCOMPARABLE 4

Year Built: 2000
Site Size: 15,763 S.F.

Construction Type: Wood frame
On Site Parking: Common Area

.FBu ing Size: 3,07
Sale Date: IO/t3/L5
Doc #: 15-71803
Buyer: Todd & Christen Wesslen

ale Price: 57

Seller: J & Kimber Perko
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TULARE, CA93274Cherry StreetCOMPARABLE 5

Year Built: 1980
Site Size: 9,749 S.F.

Construction Type: Concrete block

Building Size: 1, 64 S.F,

On Site Parkin 14 stalls

Sale Date:3/24/tG
Doc #: 16-17631"
Buyer: AAJ lnvestment, L.P.

Seller: Dennis & CathY Maderos

Sale Price: 50,000
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TULARE, CA932740 N. "J" StreetCOMPARA LE6

Year Built: 1978
Site Size: 5,816 S.F.

Construction Type: Wood-frame

Bu ng Size: 4,000 S.F.

On Site Parkin Shared parking

Sale Date:4/2O/LB
Doc #: 18-20580
Buyer: Jose & Thelma Gallardo
Seller: Smith Trust

Sale Price: 0 ,000

The property is in the downtown district of Tulare on the east side of "J" Street, south of East

San Joaquin Auenue. The improvements are part of a PUD type development that originated

in the 1970's and 1980's, Historically, rental rates and sales prices have been consistent,

with little fluctuation, over the past ten years. This property was purchased by an owner-user

who operates an insurance business; they will utilize roughly half of the space. The buyer

put $40,000 down at an interest rate of 60/o amortized over 20 years, due in 20 years; the

seller carried the note.
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9327 4TULARE,0 'O" Street4MPARABLE 7

" ui"-

Building Size: 9,768 S.F.

Year Built: 19BO's
Site Size: 32,294 S.F.

Construction Type: Wood-frame
0n Site Parking: 42 stalls

Sale Date: tO/L2/17
Doc #: L7-6307t
Buyer: William & Marla Hartman
Seller: Annathan Holdings LLC

Sale Price: 400,000

The property is in the city of Tulare on the east side of North "0" Street, south of East Cross

Street. lmprovements include two buildings that were mainly occupied by a single tenant

operating a dairy lab. The second building was fit for 2-3 office tenants but was vacant at the

time of iale. The tenant purchased the property and planned to expand into the vacant

buildi area. This was a Private transaction between the buyer and seller

rr'r
tt:]'

'r"..A
,j, ,-
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ErueRe En,tENr LEnEn

Simon & t*'lcwer, [nc
REAI. IsTATE APPTTAI sAL

,Phone: t5$9) 582- 1.l2 1306 N,llli|.in $lrsst
Han{ord" 0A 93?*0

Fax: t559)582-91 1{

Tax l.D. # S?"S837S99

DITE $F ACfi EEMEf'ffi 05/ l./29 18

PAtrflE$ TO AGREEMEI.IT

cuEf$r
Tulare Local llealthrare nistrict
869 N., Cherry $treet
Tulare, CA S3?24.

e$ont hereby engeges Apprai$€r to comrjlete an appralsal ass|dRment. as (ollows:

Pfr OPERTY IO ENTIfl CATION

All FroFerttes attached and idcntified as "Erhrbit A'''

PROPERIYT}FE
The propertie* afe a mixture of medioal of{lce,lacanl rnedical ofrice' office, v8cEnt lEnd and

*"nlfaoiureU rngdical offic€s, gome o.f the addfessos shovin in Exhibit Jr nrill be cotrrbind

and valuari ae a sfn$e propartv, W* hage estimat*d this ts b0 about l? difforent laluations

t0 include four 166361 lotB"

NT€R€SI VALUEB
Fen simple unless subjecl tB a leas6.

INTEHDED USERS

Tulare Lacal Healthcare Aistrjct
Community Medi*al Cemers

fu,ote: No other (J$e/45 are rntcnded byAp$rdjs€i" ,{pFrsis€t shdlf cons,der ltre ,ntended user$

witen detenninl?g tlre teye, o f deftil ta he pwvtded in the ApprshsJ fisppd-

INTENDSD USE

ir *ru" prsperty lor s€c$rity 0n a pr'lvate lodn to TLI{E from Cfr'lC'

TYPEOFVALUE
Tlpicat lending rnarket value defltlition.

11
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OATEOFVALTIE
*^ur rc trt. u nl es,s. O[he r'.vl sc ]ndl cated tJ]' the Clitxl l.

HYFO{HETICAL CONOI'TION$ & €}ff. NAORFI NAR'Y ASSUMPTION$

None

AIIITICIFATED SCOPE OF W0RK

lnspectlhesuhjectplopenics.surnmEriaemarkcJl':onditions.eFplyall.ne{66$a|y
*rlfi.*n." t.-uuLe u,* rleternrirred by lhe appraispr. anal!;e the nrarket dd,ta snd providl:

iiij rui, rnarllet value.. This is a nfrrrative style appraisali report lhal '^'ill il'rcorpsrate all

propertics unrjer a sittgle cnver, EaCh prop+rty will have a brie{, bul" adequatc pitysical

def,sfiption.

APPRAIS.AL ftEPORT

NELHERY OATS

5i$ wseks (rorn rece,pl of signed en6a6*lrent leriPr

DEIjVEHY !'4EfHOtr
A PDF cotty o' lhs reFort fftld hard copies if needed'

PROPEFIIES L1NOER CONTRACT FOR SAI-E

ilir.,- pr*p"rtres arr'raised are uur(ct'rtl!,under conttact fgr sale, Cllsl)l shall Fr*ulde tB

Appraiset { {orlt'Bf 58id contracl ln*lrrdifig alt a{tdends'

CI.IANOES TO AGREEI\'IE!.IT

ihe 
"gn.on "nl 

can be rnodified in vritin$ by Lroth padies'

fiANCEtt4flON
Cii""lr*t,;tncsi this Agreeffenl prior 1o _tl're 

Appraiser's d€liverY of tlre Appraisal ftepor;

upnn *ritfen no(ificatiofi io the Appraiser. Clienr shsll pny rlppraiser lor vrork cor11plered on

i*Uignnl*ne priOr lO r0tpprsi:ier's recei'pt Ol lvrrttgn Canc€llelion rlotice' Unless othe6vrge

agreed t'pon b)'ApFru'ser arlcl Clier.rt ir rvrititlg'

NO TTIIRD PARTY SEHEFICARIES
Nothiflg in ihis Agfeem€nl shall f/eate a *onlraclusl relationslrip hetween the Apt)raiser ot

the Clien{. and any thifd, pady. Sr Any cause of action in favof af any third pany' This

AgreemenL gl.!nll not be constrtred te rendef dny p€r$on or entity a third'pany beneficrary oi

iriu agr*,ount, inctuding, b[rt,.10( lirnired to, nny third parries idenrif;ed helein.

TESIIMOI{Y AT COURT OH STHER PROCEEDINSS

Untess otherwise statctr i,"I tlri" Agreentcnt, clienf agree$ l.hat Appraiser's asliign'l]elli

'urs'ilnt 
t$ thi$ Agreetn11nt shall noi incirJce thr" AFFrar$e.'$ pnnicipalion in Dr preFa.dtron

lor. #|.!ctnor voluntaflly Qr pursuflnt lo slrDp)trna, anI oral of lvritt€n discovery' st$ctrn

i;stfrrr"i'y in a juditial, arbittatipn o|. o66161stratl'ts procccding' 9r {rlt$rld3ftce at nFy

jro,ciui. Iru,tr"tian_ or adrnrnrstrarivc procgeding retatinH ta this assignnrenl,

,2
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TPPRAI$ER INUEPEI'IB€f{CE
&ppraiser caninst ugme to ptuldq s value opinion ttl6t ls tontingant Dn a nred'etcrml'ned

"nfuunt.,qppraiter 
&nnOt gUat*,rtee the outcome r:rl the assiS,nmgrrt rl'l ad\€nce' AFFrAisel

iJn*r f nrlr" ,hat the spi6;-ion of valtle developed as a tesult ot lhis Asaignrnent vill serve to

iJirirt"i- *v specilic obiectlve by filient or others of adssllce anv particulfir ca*a'
fippiirirr" tpinian or vak e v/tll he rtevelsped fonrpeqntry and wlti lnclep€ndence.

imparliality and objectivitY'

B(PlRAltlON CIr AGR€Efir'lEf{f
ifri* Agt**"nl li valid only irf signed by flient vrllhin 10 days of the Date of AdrPenrent

rpecified"

60,vERH,lFl&,t"{ll, & JttRlsolcTloN
irt* rri*rpr"rution nod enforcerncnt of thie Agreern€nt shall be g{rverned by the lan€ of lhe

staie in yih{cfr tne ApFrf,ise/s trinclpal ptacebf busines* i$ located' exclusrve of any cholce

of law rules"

,PAYMEIIIT TO 
'4PPRAISER

mu fo trill rlo( exseed $14,000 lo be Paid upon eonplalipn'

'Iu,lars l-ilefilttieHls

#vwer

Date,

s/tr/:018

Jacoh Haw"r, MAI fr6te
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Tulare Local Health Care District

Sources:
City of Tulare Loan - Initial Funding 6,000,000$                  
  

Total First Draw 6,000,000$                  

City Loan - Following - TBD 3,000,000$                  

TOTAL 9,000,000$                  

Updated 01/29/2019



Uses: Amount:
Settlement Payments:

HCCA - Settlement 1,800,000$                        
Celtic - Settlement 500,000$                           
Tax Payer Lawsuits (x3) 87,500$                             

Bankruptcy - Chapter 9 Administrative & Other 
Claims:

Wipfli/HFS (Est.) 2,468,812$                        
Hawkins, Delafield 20,000$                             
Navigant 147,633$                           
Medline 49,000$                             
Ombudsmen (Est.) 20,000$                             
Catch Up on Operating Expenses 450,176$                           
Reserve for Other 456,879$                           

Total First Draw 6,000,000$                         

Working Capital & Capital Expenditures 3,000,000$                        
  
TOTAL 9,000,000$                        
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	8.2.1   There shall be no cancellation (except as a result of Tenant’s Default, after compliance with the provisions of this Article 8), surrender or Modification of this Lease by joint action of Landlord and Tenant without the prior written consent i...
	8.2.2   Landlord shall, upon serving Tenant with any Notice of Default, simultaneously serve a copy of the Notice upon each Mortgagee of which Landlord has received written Notice.
	8.2.3   Each Mortgagee shall have the right, but not the obligation, at any time prior to termination of this Lease, to pay all of the Rent due hereunder, with all due interest and late charges, to effect any insurance, to pay any taxes or assessments...
	8.2.4   Anything contained in this Lease notwithstanding, if any Event of Default shall occur which, pursuant to any provision of this Lease, purportedly entitles Landlord to terminate this Lease, Landlord shall not be entitled to terminate this Lease...
	8.2.5   All rights of Landlord to terminate this Lease as the result of the occurrence of any Event of Default under this Lease, shall be subject to, and conditioned upon, Landlord having first given to each Mortgagee written Notice of the Event of De...
	8.2.6   If any Mortgagee is prohibited from commencing or prosecuting Foreclosure or other appropriate proceedings in the nature thereof by any process or injunction issued by any court or by reason of any action by any court having jurisdiction of an...
	8.2.7   Landlord agrees that the names of each Mortgagee may be added by Tenant to the “Loss Payable Endorsement” of any and all insurance policies required to be carried by Tenant under this Lease on condition that the insurance proceeds are to be ap...

	8.3   New Lease
	8.3.1   The Senior Mortgagee shall make written request upon Landlord for the new lease within sixty (60) days after the date of termination, and the Senior Mortgagee and Landlord will execute such new lease within sixty (60) days thereafter;
	8.3.2   The Senior Mortgagee shall pay to Landlord at the time of the execution and delivery of the new lease any and all sums which would, at the time of the execution and delivery thereof, be due and unpaid pursuant to this Lease but for its termina...
	8.3.3   The Senior Mortgagee shall perform and observe all covenants herein contained on Tenant’s part to be performed, and shall further remedy any other conditions which Tenant under the terminated Lease was obligated to perform under its terms, to ...
	8.3.4   The tenant under the new lease shall have the same right, title and interest in and to all Improvements and tenant’s improvements located on the Premises as Tenant had under the terminated Lease immediately prior to its termination;
	8.3.5   As a condition precedent to Landlord’s obligation to execute any new lease pursuant to this Section, the Mortgagee shall reimburse to Landlord all costs reasonably incurred by Landlord in connection with the preparation, review and/or executio...
	8.3.6   Nothing herein contained shall require any Mortgagee to enter into a new lease pursuant to this Section, or to cure any Default of Tenant referred to above.

	8.4   Foreclosure Not a Default
	8.5   Personal Liability
	8.6   Insurance and Condemnation Proceeds
	8.7   Notice of Proceeding
	8.8   Fee Mortgage

	9.     Prohibited Liens
	9.1   Tenant’s Covenant
	9.2   Protection of Landlord

	10.     Hazardous Substances
	10.1   Restrictions
	10.2   Compliance; Clean-Up

	11.     Indemnification; Liability of Landlord.
	11.1   Obligations
	11.2   Liability of Landlord
	11.3   Indemnification Procedures
	11.3.1   Prompt Notice. Indemnitee shall promptly Notify Indemnitor of any claim.  If Indemnitee fails to give prompt Notice, then to the extent, and only to the extent, such failure materially prejudices Indemnitor, Indemnitor shall be relieved of it...
	11.3.2   Selection of Counsel. Indemnitor shall select counsel reasonably acceptable to Indemnitee. Counsel to Indemnitor’s insurance carrier shall be deemed satisfactory. Even though Indemnitor shall defend the action, Indemnitee may, at its option a...
	11.3.3   Cooperation. Indemnitee shall reasonably cooperate with Indemnitor’s defense, provided Indemnitor reimburses Indemnitee’s actual reasonable out of pocket expenses (including Legal Costs) in providing such cooperation.
	11.3.4   Settlement. Indemnitor may, with Indemnitee’s consent, not to be unreasonably withheld, settle the claim. Indemnitee’s consent shall not be required for any settlement by which: (w) Indemnitor procures (by payment, settlement, or otherwise) a...
	11.3.5   Insurance Proceeds. Indemnitor’s obligations shall be reduced by net insurance proceeds Indemnitee actually receives for the matter giving rise to indemnification.


	12.     Right of Contest
	12.1   Tenant’s Right; Contest Conditions
	12.1.1   No Criminal Act. Such deferral or noncompliance shall not constitute a criminal act by Landlord or subject Landlord to a material risk of any fine or penalty, or, if such material risks exists, Tenant has given Landlord a bond, letter of cred...
	12.1.2   No Liability. Such deferral or noncompliance creates no material risk of a lien, charge, or other liability of any kind against the Fee Estate, or, if such material risk exists, Tenant has given Landlord Contest Security equal to the reasonab...
	12.1.3   No Forfeiture. Such deferral or noncompliance will not place the Fee Estate in material danger of being forfeited or lost.
	12.1.4   No Cost to Landlord. Such Contest shall be without cost, liability, or expense to Landlord.
	12.1.5   Diligence. Tenant shall prosecute such Contest with reasonable diligence and in good faith.
	12.1.6   Payment. If required for such Contest, Tenant shall have paid the Contested Real Estate Taxes or other matter.
	12.1.7   Collection of Real Estate Taxes. If such Contest relates to any Real Estate Tax, then such Contest shall suspend its collection from Landlord and the Fee Estate.
	12.1.8   No Tax Deed. If, at any time, payment of any Real Estate Taxes is necessary to prevent the imminent (i.e., within 30 days) delivery of a tax deed of the Fee Estate for nonpayment, then Tenant shall pay or cause to be paid the sums in sufficie...
	12.1.9   Named Parties. If Landlord has been named as a party in any action, then Tenant shall cause Landlord to be removed as such party and Tenant substituted in Landlord’s place, if permissible under the circumstances.

	12.2   Landlord Obligations and Protections
	12.3   Miscellaneous
	12.4   Contest Security

	13.     Insurance
	13.1   Insurance Program
	13.1.1   Professional Liability Insurance; General Liability Insurance; Property Insurance.  Tenant shall, at its sole expense, during the Term, maintain hospital professional and general liability protection for the Premises during the Term through e...

	13.2   Nature of Insurance Program
	13.3   Policy Requirements and Endorsements
	13.3.1   Insureds. Liability coverage shall name Landlord, Bond Trustee, and all Mortgagees this Lease allows and of which Tenant has received written Notice from Landlord as an “additional insured” or as an “additional participant” as respects Tenant...
	13.3.2   Primary Coverage. All policies or programs of self-insurance shall be written as primary coverage as respects Tenant’s acts, errors and omissions, not contributing to or in excess of any coverage that Landlord may carry.
	13.3.3   Notice to Landlord. The insurance carrier or the AHS/West self-funded HPL/GL Trust Program shall provide Landlord 30 days’ prior Notice of cancellation or nonrenewal.

	13.4   Tenant’s Inability to Obtain Insurance
	13.5   Waiver of Certain Claims
	13.6   Landlord Insurance
	13.7   No Representation
	13.8   Updates to Insurance Coverage

	14.     Losses and Loss Proceeds.
	14.1   Prompt Notice
	14.2   Casualty
	14.3   Substantial Condemnation
	14.3.1   Costs and Expenses. To reimburse Landlord and Tenant for their respective actual costs and expenses, including Legal Costs, incurred in the Substantial Condemnation and determining and collecting the Condemnation Award.
	14.3.2   Landlord’s Claim. Landlord shall receive such portion of the Condemnation Award as shall equal the Market Value of the Fee Estate at the Condemnation Effective Date.
	14.3.3   Tenant’s Claim. Tenant shall receive such portion of the Condemnation Award as shall equal the Market Value of the Leasehold Estate, if any, at the Condemnation Effective Date.
	14.3.4   Residual Claim. Landlord shall receive the entire remaining Condemnation Award.

	14.4   Insubstantial Condemnation
	14.5   Near End of Term
	14.6   Temporary Condemnation
	14.7   Use of Loss Proceeds
	14.8   Continuation of Lease

	15.     Representations and Warranties
	15.1   Due Authorization and Execution
	15.2   No Litigation
	15.3   No Pending Condemnation
	15.4   Equipment Liens
	15.5   FIRPTA
	15.6   No Pending Construction or Liens
	15.7   No Other Tenants
	15.8   Chapter 9 Proceeding
	15.9   Electorate Approval
	15.10   Premises Status
	15.11   Zoning
	15.12   Easements and Encroachments

	16.     Landlord’s Transfers
	16.1   Landlord’s Right to Convey
	16.2   Release of Landlord
	16.3   Tenant’s Right of First Refusal
	16.3.1   Landlord’s Offer. Landlord’s Offer shall be in writing and shall set forth the terms on which Landlord proposes to Transfer the Fee Estate. Such terms shall: (a) require either payment in cash at closing or deferred payments secured, if at al...
	16.3.2   Sale to Third Party. If Tenant Notifies Landlord that Tenant does not desire to purchase the Fee Estate on the terms of Landlord’s Offer, or fails to accept Landlord’s Offer within sixty (60) days after receipt, then Landlord may Transfer the...
	16.3.3   Transferees. Any purchaser (or direct or indirect subsequent purchaser) of the Fee Estate or any interest in the Fee Estate shall be bound, as to subsequent Transfers, by Tenant’s ROFR, whether or not the instrument(s) of Transfer to such pur...

	16.4   Tenant’s Purchase Option
	16.4.1   Further Electorate Approval.  At the request of Tenant, Landlord shall have taken such actions as are necessary to submit to the voters of Landlord’s district a measure proposing the sale of the Fee Estate to Tenant, as contemplated under thi...
	16.4.2   Tenant’s Notice.  Tenant may exercise its Purchase Option by giving Landlord written Notice of Tenant’s intent to purchase the Fee Estate and the desired closing date for the purchase (the “Closing Date”), which shall not be more than sixty (...
	16.4.3   Opening of Escrow.  Landlord shall sign the three (3) counterparts of the Escrow Agreement and return one (1) fully executed counterpart to each of Tenant and the Escrow Agent within five (5) Business Days of Landlord’s receipt of the Option ...
	16.4.4   Closing Conditions.
	16.4.5   Closing Procedures.  On the Closing Date, the Fee Estate shall be conveyed in its “as is” condition and there shall be no abatement or diminution of the Purchase Option Price by reason of any fire, casualty, eminent domain or Condemnation aff...
	16.4.6   No Other Agreement.  In the event that the Option Exercise Notice shall have been given, the provisions of this Section 16.4 shall constitute the entire agreement of sale with respect to the sale by Landlord to Tenant of the Fee Estate and no...
	16.4.7   Merger.  Upon the closing of the purchase of the Fee Estate, the Term shall expire and neither the Landlord nor Tenant shall have any further rights or obligations under this Lease, except for those rights and/or obligations which are express...


	17.     Tenant’s Transfers
	17.1   Tenant’s Right

	18.     Subleases
	18.1   Tenant’s Right

	19.     Equipment Liens
	19.1   Tenant’s Rights

	20.     Quiet Enjoyment; Title to Certain Premises; Certain Agreements
	20.1   Quiet Enjoyment
	20.2   Access and Inspection

	21.     Events of Default; Remedies
	21.1   Definition of “Event of Default.”
	21.1.1   Monetary Default. If a Monetary Default occurs and continues for 10 Business Days after Notice from Landlord, specifying in reasonable detail the amount of money not paid and the nature and calculation of each such payment.
	21.1.2   Prohibited Liens. If Tenant fails to comply with any obligation regarding Prohibited Liens and does not remedy such failure within 15 days after Notice from Landlord.
	21.1.3   Bankruptcy or Insolvency. If Tenant ceases to do business as a going concern, ceases to pay its debts as they become due or admits in writing that it is unable to pay its debts as they become due, or becomes subject to any Bankruptcy Proceedi...
	21.1.4   Nonmonetary Default. If any other Nonmonetary Default occurs and Tenant does not cure it within 45 days after Notice from Landlord describing it in reasonable detail, or, in the case of a Nonmonetary Default that cannot with due diligence be ...

	21.2   Remedies
	21.2.1   No Waiver. No failure by Landlord to insist upon strict performance of any covenant, agreement, term, or condition of this Lease or to exercise any right or remedy upon a Default, and no acceptance of full or partial Rent during continuance o...
	21.2.2   Continuation of Lease. Landlord may continue this Lease in full force and effect and the Lease will continue in effect as long as Landlord does not terminate Tenant’s right to possession, and Landlord shall have the right to collect Rent when...
	21.2.3   Termination of Lease. Landlord can terminate Tenant’s right to possession of the Premises.  No act by Landlord other than giving Notice to Tenant shall terminate this Lease.  Acts of maintenance, efforts to relet the Premises, or the appointm...

	21.3   Landlord’s Right to Cure
	21.4   Holding Over
	21.5   Waivers
	21.6   Accord and Satisfaction; Partial Payments
	21.7   Landlord’s Default
	21.8   Tenant’s Termination Right

	22.     End of Term
	23.     Notices
	24.     No Broker
	25.     Nonrecourse
	26.     Additional Deliveries; Third Parties
	26.1   Estoppel Certificates
	26.2   Further Assurances
	26.3   Chapter 9 Proceeding
	26.4   Modification
	26.5   Successors and Assigns
	26.6   Memorandum of Lease

	27.     Miscellaneous
	27.1   Costs and Expenses; Legal Costs
	27.2   No Consequential Damages
	27.3   No Merger
	27.4   No Waiver by Silence
	27.5   Performance Under Protest
	27.6   Survival
	27.7   Unavoidable Delay
	27.8   Restrictive Covenant

	28.     Interpretation, Execution, and Application of Lease
	28.1   Captions
	28.2   Counterparts
	28.3   Delivery of Drafts
	28.4   Entire Agreement
	28.5   Governing Law
	28.6   Partial Invalidity
	28.7   Principles of Interpretation
	28.8   Reasonableness
	28.9   Books and Records
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