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6:00 P.M. PUBLIC HEARING: hel-p% g

1. Public Hearing for the Realignment of Pleasant Grove Church Road and

Consideration of a Proposed Development Agreement for Seven Falls Golf and

WMA\OH. ﬂmgﬁu. L et B i e, e
a.  Consideration of Proposed Order for Road Realignment

b.  Consideration of Proposed Development Agreement
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Eva L. Ritchey
1928 Brevard Road
Hendersonville, NC 28791

March 13, 2008

Board of Commissioners
Dear Commissioners:

On April 4th, an advertisement was published in the Hendersonville Times News
informing us that WHKP would now be airing Rush Limbaugh, political
commentator on Saturday between 1 and 3. It is well known and documented
that some of Limbaugh’s remarks are racist, incendiary, highly partisan and hate
tinged. | checked the schedule for broadcasts from our taxpayer owned
government Channel 11 and found that there is no government programming in
the Saturday time slot and that Limbaugh’s partisan program will be running over
our government channel. Further, two days a week, the program along with
other political, commercial and religious speech is running free of charge over
our government channel. My taxpayer dollars should not be used to support
partisan political speech over the cable channel that should be dedicated to
county government. Government should serve the needs of all the people, not
just the Republican majority.

A discussion of a policy that you commissioners have endorsed seems
contradictory in this place that was dedicated to justice and impartial treatment.
By allowing WHKP to broadcast partisan speech representative of the political
party that each of you represent gives the appearance of personal political gain.

WHKP is free to broadcast whatever programming it wishes over its own
airwaves but it should not be allowed to broadcast partisan political speech that
promotes and sustains one political party to the exclusion of all others over a
government taxpayer channel. Allowing WHKP to use this taxpayer owned
channel for its personal gain and to promote one political ideology is wrong.
Further, they should not be given a monopoly of a publicly owned media outlet to
the exclusion of all others.

You Commissioners were elected to be the representatives of all the people, not
just one political party. The continued policy of allowing WHKP to monopolize
our publicly owned channel and to broadcast biased, partisan, divisive and on
occasion offensive speech is unacceptable and | hope you will correct this
injustice. Especially in this place.
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Good moming. My name is Tracy Cavagnaro and | am the mother of o
child who is growing up here in Henderson County. As a citizen of Henderson
County, a voter, a taxpayer and a parent of a sfudent in Henderson County
Public Schools, I am asking you to make funding more school nurses a priority in
your coming budget decisions.

The school nurse at my child’s school is only there an average of one day
a week, usuadlly divided up over two % days. I'm lucky. My child does not have
a chronic iliness, but he is in school with many students who do. There are
students at our school who deal each day with issues ranging from severe
asthma and life threatening food allergies to diabetes, which requires constant
monitoring by the teacher.

Unfortunately, our children do not wait to get sick or injured on the days
the school nurse is on campus. Most of the time she is not and when our school
nurse is not there, our school staff must step in and perform health care
procedures on these children. | have personally heard our school staff members
say that they are not comfortable performing so many health procedures — this
is not what they were trained to do. |imagine students studying in our colleges
and universities to become teachers do not have any idea that they may one
day be required to also play the role of nurse in their classrooms. This is not what
they are trained fo do. It places the child ot risk. It places school staff ot risk, It
places our county af risk.

Kids like my son, who are not dealing with o major health issue, also
benefit from the work of our school nurses. Our school nurses support cur
students and teachers in ways that we do not always see. More students can
go to school, remain in school, and perform better in school when nurses are
there. Teachers can focus on their jobs, and have more on-task time with
students in the classroom.

This issue has been long un-addressed in this county. Now is the time to do
something about it. This political season is about change - change on o
national level, change on a state level, and change on alocal level. Let's
change the way we go about addressing children’s issues here in Henderson
County. Let's say to our kids ~ you are a priority and meet their needs before the
problems get out of hand.

Commissioners, we need school nurses. Please make this a priority.



STATE OF NORTH CAROLINA

COUNTY OF HENDERSON

ADDENDUM/AMENDMENT TO DEVELOPMENT AGREEMENT

This Addendum/Amendment to Development Agreement is executed this the
day of April, 2008, by and between Seven Falls, LLC, and Moutain Development
Company, LLC, each a North Carolina limited liability company (collectively
“Developer”), and the County of Henderson, a body corporate and politic (“County”). This
Addendum/Amendment is entered on the same date as a “Development Agreement by and
between the County of Henderson, Seven Falls, LL.C and Mountain Development
Company, LLC, Relative to the Development Known as Seven Falls Golf & River Club”
(“the Agreement”), and is expressly intended by the parties to amend the Agreement. The
Developer and County agree as follows:

I. Paragraph 16 of the Agreement, entitled “Public Facilities”, is stricken in its
entireties, and all its sub-parts.

2. In lieu of the former paragraph 16 of the Agreement (and all its sub-parts), the
following Paragraph 16 is substituted in lieu thereof:

16. Public Facilities. As to the public facilities serving the Subdivision, the parties agree
as follows:

(a) Water shall be furnished by either the City of Hendersonville, any successor to
the water system of the City of Hendersonville, or by a community water
system approved by NCDENR and provided by Developer.

(b) Developer shall within twelve (12) months of the date hereof convey to
Etowah-Horseshoe Fire & Rescue Depariment, Inc., a parcel of not less than
1.75 acres and not more than 2.0 acres (“the parcel”) for the location of fire
substation to serve the Seven Falls Golf & River Club development (“the
Development”) and the neighboring community. The parcel shall be located
outside the entrance gate of the Development as agreed between the parties
and Etowah-Horseshoe Fire & Rescue Department, Inc. The agreement of
Etowah-Horseshoe Fire & Rescue Department, Inc., may not be unreasonably
withheld.

(€) Developer shall, within twelve (12) months of the date hereof complete
construction of a fire department substation on the parcel (of a design
reasonably similar to other substations located within the County and in the
vicinity, approved by the parties and Etowah-Horseshoe Fire & Rescue
Department, Inc.). Construction of the substation must be complete such that
the substation will be ready for the location of equipment (to be provided by
Etowah-Horseshoe Fire & Rescue Department, Inc., and not by the parties) and
operation as a fire substation. Should construction not be complete within
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thirty days of the date required, Developer shall pay to County the sum of One
Hundred Dollars ($100.00) per day until the construction is complete.

IN WITNESS WHEREOF, the parties hereby set their hands and seals,
effective the date first above written.

Developer:
SEVEN FALLS, LLC
By:
Keith A. Vinson, Manager
MOUNTAIN DEVELOPMENT COMPANY, LLC
By:
Keith A. Vinson, Manager
County:

HENDERSON COUNTY

By:
Steve Wyatt, County Manager

REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK

IAWDOX\NONDSS\planning\plan0084\00054633. DOC\\\4/1/2008 1:17:49 PM Page 2 of 4 Pages



STATE OF NORTH CAROLINA

COUNTY OF

I, , a Notary Public of the County and State
aforesaid, certify that Keith A. Vinson, personally and voluntarily came before me this day
and acknowledged that he is Manager of SEVEN FALLS, LLC, a North Carolina limited
liability company, and that he, as Manager, being authorized to do so, executed the
foregoing on behalf of the company.

Witness my hand and official seal this the day of April, 2008.

NOTARY PUBLIC

Name typedprinted.

My commission expires:

STATE OF NORTH CAROLINA

COUNTY OF

L , a Notary Public of the County and State
aforesmd certify that Keith A. Vinson, personaﬂy and voluntarily came before me this day
and acknowledged that he is Manager of MOUNTAIN DEVELOPMENT COMPANY,
LLC, a North Carolina limited liability company, and that he, as Manager, being
authorized to do so, executed the foregoing on behalf of the company.

Witness my hand and official seal this the day of April, 2008.

NOTARY PUBLIC

Name typedprinted.

My commission expires:
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STATE OF NORTH CAROLINA
COUNTY OF HENDERSON

I, , a Notary Public of the County and
State aforesaid, certify that Steve Wyatt, personally and voluntarily came before me this day
and acknowledged that shehe is County Manager of HENDERSON COUNTY, and that
he, as County Manager, being authorized to do so, executed the foregoing on behalf of the
County.

Witness my hand and official seal this the day of April, 2008.

NOTARY PUBLIC

Name typediprinted.

My commission expires:
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Henderson County / Henderson County Hospital Corporation
Comparison of Conforming RFP Replies: Pardee Hospital Debt Refinancing

FINANCIAL TERMS:
Interest Rate
Total Estimated Interest to 10/1/21

Closing Costs: Bank

Total Difference

OTHER TERMS:

Prepayment Fee

4/15/08

Difference
BB&T First Citizens (BB&T vs FC)
4.09% 4.14% -0.05%
$ 3,736,130.96 $ 3,781,804.93 $ (45,673.97)
$ 4,300.00 $ 2,200.00 $ 2,100.00
$ 3,740,430.96 $ 3,784,004.93 $ (43,573.97)
1% 1% + $250 $ (250.00)

BB&T lLower

BB&T Lower

First Citizens Lower

Net BB&T Lower

BB&T Lower
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Alan House

From: Sheppard, Nevin [NSheppard@BBandT.com]

Sent: Monday, April 14, 2008 5:43 PM

To: Alan House

Cc: Carey McLelland; Gene Cahalan; Sharon Thompson; Loyd, Louis
Subject: RE: Fax Received From BB&T

From: Alan House [mailto:alan.house@pardeehospital.org]
Sent: Friday, April 11, 2008 2:13 PM

To: Sheppard, Nevin

Cc: Carey McLelland; Gene Cahalan; Sharon Thompson
Subject: FW: Fax Received From BB&T

Importance: High

Nevin:

| have spoken with Gene Cahalan about the attached term sheet that we received from BB&T today (in response
to our RFP), and we have the following questions. Please review these, and let us know how you would like
to respond (i.e., a call to discuss, or simply respond to this email.

Alan - Thanks for writing - see below.

1. The rate of 4.09% is greater than the 3.87% BB&T provided to us on 3/25/08, and which we had believed from
your earlier communications with us (Sharon and |) that BB&T was either going to continue to honor, or come in
lower than, in the formal RFP response. Is your commitment to us regarding the 3.87% still good? The original
commitment made 3 weeks ago was good for 45 days, which would expire well before the proposed mid-

June closing. Unfortunately we are unable to extend the original commitment for the additional time frame. | had
hoped that our rates would remain steady and that we would be able to extend it but this is not possible.

2. ltem #3: As stated in the RFP, we need at least a 60 days in the term commitment, as we will be going to the
June 3, 2008 LGC meeting to get their approval. Can this be extended to accommodate this, as we would not be
able to get LGC approval without such and extension? Yes - 60 days is O.K.

3. ltem #3: The statement “Closing of the financing is contingent upon...title and condition of the property
acceptable to BB&T ” is inconsistent with the RFP and even with Item #4 within the BB&T term sheet (which
states that “The revenue refunding bonds will be secured by and payable from the net revenues of the Hospital
Health System.”) [Also, as you are obviously aware as BB&T has drafted a consent letter (attached), which has
not been acted upon yet due to the pending refinancing of the entire debt, that recognizes that the Pardee Care
Center (our 130-bed nursing home) will be sold and will not be part of the “Health System” when the sale of PCC
takes place within the next few months. We just want to ensure everyone is clear on this. We're clear on this.
No real estate collateral.

4. Item #3: We do not understand the statement “The proposed rate is an indicative rate and subject to final
senior credit approval due to the total outstanding debt with the County”. Please explain. As described in our
conversation earlier, the total credit exposure (including this transaction) takes Henderson County to a level that
requires BB&T's Chief Credit Officer to physically sign off on the approval page. Due to his travel schedule he
has not yet been able to do this. So technically the rate is not committed until he does so. Practically speaking it
is a formality, as he is extremely unlikely to alter the terms. It is expected that it will get to him within 3 days.

5. ltem #3: Regarding the statement “BB&T reserves the right to terminate its interest in this bid or to negotiate a
mutually acceptable rate if the financing is not a qualified tax-exempt financing”, it is apparent that BB&T knows
that this will be NON-BANK QUALIFIED (stated as “NBQ” in the rate heading in the term sheet. Please explain
the statement, and what is meant by “qualified tax-exempt financing.” We understand that this is a non-bank
qualified transaction.

4/15/2008
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6. Louis will forward the amended amortization schedule with interest beginning June 1 under separate cover.
7. Since your counsel will prepare the documentation BB&T's fee will be reduced to $4,300.

Thank you again for the opportunity to respond to your request for a proposal.
Those are all of the questions at this point...
Thanks.

Alan

From: Alan House

Sent: Friday, April 11, 2008 12:34 PM

To: 'Gene Cahalan'; carey@hendersoncountync.org; Sharon Thompson
Subject: Fax Received From BB&T

To all:
Attached for your files is a fax we received from BB&T at 11:34 AM today regarding the refinancing RFP.
Alan

Alan D. House

Chief Financial Officer
Pardee Hospital
Phone: 828-696-1129
Fax: 828-696-1128

CONFIDENTIALITY NOTICE: This email and any attachments contain confidential information that is
legally privileged. This information is intended only for the use of the individual or entity named above.
The authorized recipient of this information is prohibited from disclosing this information to any other
party unless required to do so by law or regulation. If you are not the intended recipient, you are hereby
notified that any disclosure, copying, distribution or action taken in reliance on the contents of these
documents is strictly prohibited. If you have received this information in error, please notify the sender
immediately and delete these documents.

4/15/2008
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BB&T GOVERNMENTAL FINANCE
Post Office Box 31273
Charlotte, North Carolina 28231
(704) 954-1708
(704) 954-1799 (facsimile)

Barb Salamone

To: J. Carey McLelland
Fax: (B28) 697-4569

To: Alan House

Fax: (828) 696-1128

Total # Pages (including cover): 5
Date: April 11, 2008

Conments :

PARDEE MEMORIAL HOSPITAL/HENDERSON COUNTY TERM SHEET
DUE: FRIDAY, APRIL 11, 2008 (12:00 P.M.)

I£ you have any questions, please contact
TLouis Toyd at (704) 954-1700. Thank you!
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Branch Banking & Trust Co.

Governmental Flnance

April 11,2008 £130 Parkway Plaza Boulevard
Chariotte, NC 26217
(704) 954-1700
Fax (704) 954-1799

Alan D. House 1. Carey McLelland

Chief Financial Officer Finance Dircctor

Margaret R. Pardcc Memorial Hospital Henderson County

800 North Justice Sircet 113 North Main Strect
Hendersonville, North Carolina 28792 Hendersonville, North Carolina 28792

Dear Mr. House and Mr. McLelland:

Branch Banking and Trust Company (“BB&T”) is pleased to offer this term shect for the
financing requested by Pardeec Memorial Hospital/Henderson County (“County”).
(D Project: Revenue Bonds
@) Amount To Be Financed: $12,155,600.00

) Interest Rates, Financing Terms and Corresponding Payments:

Term

13 years 4.09%

Payments shall be semi-annual interest and anoual principal, as requested. See the attached
amortization schedule(s) for information on payments.

The interest rate stated above is valid for a closing not later than 45 days after today subject to
negotiation. Closing of the financing is contingent upon completing documentation acceptable to BB&T
and upon the title and condition of the property accceptable to BB&T. The terimg on this term sheet shall
need separate code approval for the credit underwriting. The proposcd rate is an indicative rate and
subject to final scnior credit approval due to the total outstanding debt with the County.

Remuneration for our legal review expenses and underwriting for this financing transaction shall
be $9700.00, All applicable expenses, costs of counsel for the County and any other costs shall be the
County’s responsibility and separately payable by the County. The financing documents shall allow
prepayment of the principal balance in whole on a schednled payment date with a 1% prepayment

PrEmitg.

The stated intcrest rate assumes that the County expects to borrow more than $10,000,000 in
calendar year 2008 and that the County shall comply with IRS Codc Sections 141, 148 and 149(e) that
pertain to the Revenue Bonds according to North Carolina State statutes. BB&T reserves the right to
terminate its interest in this bid or to negotiate a mutually acceptable ratc if the financing is not 2

qualified tax-cxempt financing.



P&/ LL/72908 FRL LL: 39 FAX
; j : . . . . WV NV 97y

“4) Security:

The revenue refunding bonds will be secured by and payable from the net revenues of the
Hospital System.

(5) Financing Documents:

Tt shall be the responsibility of the County to retain and compensate counsel to appropriately
structure the financing and rclated documents for this financing according to North Carolina State
statutes. BB&T shall also requirc the County to provide an ungualified bond tax opinion. BB&T
reserves the right to review the documents and all documentation ghall be acceptable to BB&T and its

counsel.

* & * * & ok

BB&T appreciates the opportunity to make this financing term sheet and requests to be notified
within ten days of this term sheet should BB&T be the successful proposer.

BB&T shall have the right to cancel this offer by notifying the County of its election to do so
(whether or not this offer has previously been accepted by the County) if at any time prior to the closing
there is a material adverse change in the County’s fimancial condition, if we discover adverse
ciroumstances of which we are currently unaware, if we are unable to agree on acceptable documecntation
with the County or if there is a change in law (or proposed change in law) that changes the economic
effcct of this financing to BB&T. We reserve the right to negotiate and/or terminatc our interest in this
transaction should we be the successful proposer.

Please call me at (704) 954-1700 with your questions and commenis. We lvok foiward o
hearing from you.

Sincerely,
BRANCH BANKING AND TRUST COMPANY

s
F. Louis Loyd IIBAS
Senior Vice President

Enclosure



REQUEST FOR PROPOSALS
FOR A REFINANCING FOR
MARGARET R. PARDEE MEMORIAL HOSPITAL

April 1, 2008

Proposed Financing:

The County of Henderson (the “County”) and Margaret R. Pardee Memorial
Hospital (the “Hospital”) request that qualified and interested banking
institutions submit a letter to fund, with an issue of revenue bonds, the
refinancing of Hospital Revenue Bonds issued by the County on behalf of
the Hospital in 2001. A copy of the cover of the Official Statement and the
debt amortization schedule is attached.

Consideration:

I.

The revenue refunding bonds will be secured by and payable from
the net revenues of the Hospital System.

The financing will not be eligible for bank-qualified tax treatment.
County Bond Counsel will provide an opinion that interest on the
Bonds is tax-exempt.

The amortization schedule should reflect that payments be made
semi-annually for interest and annually for principal and should
conform with the existing amortization schedule.

Interest is to be fixed for the term of the revenue bond issue.

All proposals should specify terms for optional prepayment.

Page 1 of 5



10.

The Local Government Commission (LGC) must approve the
transaction as required, expected at the June 3, 2008 meeting.

The successful bidder will submit an acceptable document package
to the LGC, if required.

All proposals must list any additional costs expected to be
associated with this fransaction, including all origination and
placement fees, counsel fees, and other related costs and expenses
to be charged for the financing, in addition to the interest charges
proposed within your submittal. The County will retain Bond
Counsel and a Financial Advisor at its own expense.

The County and the Hospital desire to limit security features to
those contained in the Hospital’s September 1, 2001 Master Trust
Indenture. A copy of this document is attached. Additional
requirements will be considered, however no mortgage of Hospital
property will be considered. Any additional security covenants
will be considered in the evaluation of the proposals. Henderson
County will not guarantee the repayment of the debt.

The County and the Hospital request that the terms and provisions
of your proposal be guaranteed through June 13, 2008. Proposals
should state the time period in which you would be willing to
commit to all of the terms of your proposal, and further, whether
you would lower the proposed rate of interest in an environment of
declining interest rates.

Submission of Proposals:

Proposals must be received on or before Noon on Friday, April 11, 2008 to
be considered. Interested financial institutions should email or fax proposals
to the individuals on the attached distribution list. Each proposal submitted
shall be expected to respond to each consideration set forth in this Request
for Proposal (RFP).

Proposals will be reviewed by the County and the Hospital. A
recommendation of the financial institution selected will be made to the

Page 2 of 5



Henderson County Board of Commissioners on Wednesday, April 16, 2008,
The institution that offers the best combination of interest rate and financing
terms will be selected; this may or may not be the institution that offers the
lowest interest rate.

The Hospital’s two most recent Audits and two years of operating statistics
are enclosed. Please contact us should additional information be required.

The County and the Hospital reserve the right to reject any or all
bids/proposals and to negotiate with any proposer; to waive irregularities
and informalities in any proposal, and to be the sole judge of suitability of
the services for its intended use and further specifically reserves the right to
make the award in the best interests of the County and the Hospital.

Sincerely, Sincerely,

J. Carey McLelland Alan D. House

Finance Director Chief Financial Officer

Henderson County Margaret R. Pardee Memorial
Hospital

Page 3 of 5



OFFICIAL STATEMENT DATED SEPTEMBER 17, 2001

Rating: Moody’s: Aa3/VMIG 1
See "RATING" herein

In the apinion of Bond Counsel, assuming conpliance by the County and the Corporation with tie Tax Covenant (as defined herein) and assuming the material

accuracy of the repr fon: of i ion and ble expectations and cerntifications of fact contained in the Tax Cerntificate (as defined herein). under existing law,
interest on the Series 2001 Bonds will be excluded from gross income of the owners thereof for federal income tax purposes. In addition, under existing law, Bond Counsel is of the
opinion that interest on the Series 2001 Bonds will not be treated as a preference item for purposes of the alternative minimum tax imposed by the Intemal Revenue Code of 1986, as
amended. on corparations and individuals such interest. however, will be included in "adjusted current eamings® for purposes of computing the alternative minimum tax that may be
imposed on corporations. In the further opinion of Bond Counsel, under existing law, interest on the Series 2001 bonds will be exempt from North Carolina income taxes. See

“TAX TREATMENT" herein.

New fssue —-Book-Entrv-Ounly

$15,300,000
County of Henderson, North Carolina
Hospital Revenue Bonds
(Margaret R. Pardee Memorial Hospital Project), Series 2001

Dated: Date of Issuance Price: 100% Due: October 1, 2021

The Series 2001 Bonds are being issued by the County of Hendersan, North Carolina (the “County”) pursuant to a Master Trust Ind ¢ dated as of September 1, 2001
(the "Master Indenture") and the First Supplemental Trust Indenture (the “First Supplement,” collectively with the Master Indenture, the “Indenture™) between the County and First-
Citizens Bank & Trust Company. as trustee (the “Trustee”). The proceeds of the Series 2001 Bands will be used by the County for the purpose of financing all o a portion of the
costs of (1) expanding the eniergency room facilities of Margaret R. Pardee Memorial Hospital (the “Hospital"), (2) constructing a new parking deck at the Hospital, (3) constructing
a medical office building for the Hospital and (4) paying expenses incurred in connection with the issuance of the Series 2001 Bonds (colleétively, the "Project”).

The payment of the principal and purchase price of and interest on the Series 2001 Bonds will be secured by an irrevocable, direct-pay Letter of Credit (initially, the

“Leter of Credit") issued b
’ BRANCH BANKING AND TRUST COMPANY

(initially, the "Bank™) pursuant to which the Trustee will be permitted 10 draw up to {a) an amount equal to the aggregate principal amount of the Series 2001 Bonds outstanding for
the payment of the principal of the Serics 2001 Bonds or the principal component of the purchase price of the Series 2001 Bonds, plus (b) an amount equal to 35 days' interest on the
Series 2001 Bonds outstanding (computed at a rate of 12% per annum) for the payment of interest on the Series 2001 Bonds or the interest component of the Purchase Price of the
Series 2001 Bonds, all as further described herein. The Letter of Credit will expire on September 15, 2008, unless extended or eatlier terminated as described herein. See “THE

LETTER OF CREDIT™ herein.

The Series 200! Bonds are issuable in Authorized Denominations of $100,000 and rultiples of $5,000 in excess thereof (except that to the extent that less than $100,000
in principal amount of the Series 2001 Bouds is outstanding, Authorized Denominations means such lesser amount), as fully registered bonds and when issued will be registered to
Cede & Co., as nominee of The Depository Trust Company, New York, New York, to which principal, premium, if any, and interest payments on the Secies 2001 Bonds will be
made. Individual purchases of the Series 2001 Bonds will be made in book-entry form only. Purchasers of the Series 2001 Bonds will not receive physical delivery of bond
certificates. So long as Cede & Co. is the registered owner of the Series 2001 Bonds, the principal of and interest and preruium, if any, on the Series 2001 Bonds are payable to Cede
& Co., as nominee of The Depository Trust Company, which will in turn rernit such principal, interest and premium to the Direct Participants for subsequent disbursement 1o the
Beneficial Owaners. Sec “THE SERIES 2001 BONDS - BOOK-ENTRY SYSTEM™ herein.

The Series 2001 Bonds will bear interest from their date of issuance through snd including the first Rate Computation Date at the rate determined by the Underwriter
prior to such date of issuance. Thereafer, until the Conversion Date, if any, the Series 2001 Bonds will bear interest at a Variable Rate (which in no event will exceed the lesser of
12% per aanum or the highest rate allowed by law) determined by the Remarketing Agent on cach Rate Computation Date for the next succeeding Rate Period, as déscribed herein.
While the Series 2001 Bonds bear interest at » Variable Rate, interest on the Series 2001 Bouds is payable on the first day of each month, commencing October 1, 2001 and on each
Mandatory Purchase Date (each, an “Interest Payment Date™). After the Convession Date, if any, the Series 2001 Bonds will bear interest at the Fixed Rate and interest will be
payable in arrears on each April | and October 1. See “THE SERIES 2005 BONDS® herein.

The Series 2001 Bouds are subject to optional and rmandatory redemption and optional and mandatory tender for purchase prior to maturity in the manner and at the
times described herein. -

THE SERIES 2001 BONDS ARE LIMITED OBLIGATIONS OF THE COUNTY. THE COUNTY IS NOT OBLIGATED TO PAY DEBT SERVICE ON THE
SERIES 2001 BONDS EXCEPT FROM THE REVENUES AND OTHER FUNDS PLEDGED OR ASSIGNED THEREFOR. THE SERIES 2001 BONDS DO NOT
CONSTITUTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE STATE OF NORTH CAROLINA OR THE COUNTY OR A CHARGE AGAINST THE GENERAL
CREDIT OF THE STATE OF NORTH CAROLINA OR THE COUNTY OR TAXING POWERS OF THE STATE OF NORTH CAROLINA OR THE COUNTY.

Holders and praspective purchasers of the Series 2001 Bonds after the date hereof should not rely on the information contained in this Official Statement but should refer
1o the revisions, supplements and additions 10 this Official Staterent, if any become necessary, or any new offering materials for current information pertaining to the County, the
Hospitsl, the Bank and the Series 2001 Bonds afier such date,

The Series 2001 Bonds are offered, when, as and if issued by the County, subject to the approval of LeBoeuf, Lamb, Green & MacRae, 1.L.F., Bond Counsel. Certain
legal matters will be passed upon by Smith Helms Multiss & Moore, L.L.P., counsel to the Underwriter and the Bank, by the Office of the County Atomey, counsel 0 the County
and by Prince, Youngblaod & Massagee, counsel to the Hospital. It is expected that the Series 2001 Bonds will be available for delivery in New York, New York, on or about
September 20, 2001.

BB&T CAPITAL MARKETS
a division of Scott & Stringfellow, Inc.
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Debt Amortization Summary
October 1 Due Date

Year Amount
2008 $620,000
2009 $650,000
2010 $685,000
2011 $720,000
2012 $755,000
2013 $790,000
2014 $830,000
2015 $875,000
2016 $915,000
2017 $960,000
2018 $1,010,000
2019 $1,060,000
2020 $1,115,000
2021 $1,170,000
Total $12,155,000
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EXTRACT FROM MINUTES OF BOARD OF COMMISSIONERS

The Board of Commissioners (the “Board”) of the County of Henderson, North Carolina
(the “County”) held a meeting in the County Administration Building, 113 North Main Street,
Hendersonville, North Carolina on April 16, 2008, at 9:00 AM. The following commissioners were:

PRESENT:  Chairman William Moyer, Vice Chairman Charlie Messer,
Commissioners Larry Young, Chuck McGrady and Mark Williams

ABSENT: None

The Chairman of the Board stated that one of the purposes of the meeting was to approve
certain documents and other actions in connection with the issuance by the County of its Hospital
Revenue Refunding Bonds (the “Bonds”) in an aggregate principal amount not exceeding
$12,250,000 to be secured by the net revenues of the hospital system for the purposes of refinancing
the cost of (i) the construction, renovation and expansion of a medical office building, an emergency
room facility and a parking garage, and (ii) the acquisition of equipment for those and other
improvements and additions to such hospital facilities (collectively, the “Project”) through the
refunding of the County’s outstanding Variable Rate Hospital Revenue Bonds, Series 2001 (the
“Series 2001 Bonds”); and (iii) paying certain expenses in connection with the authorization and
issuance of the Bonds.

The Chairman advised the members of the Board that the first order of business was to
cousider and take action on a resolution (i) directing the filing of an application with the Iocal
Government Commission for approval of the issuance of the Bonds, and (ii) the hiring of various
members of the financing team.

Commussioner McGrady then introduced the following resolution, which was read by title,
and moved that it be adopted:

RESOLUTION OF THE BOARD OF COMMISSIONERS OF THE
COUNTY OF HENDERSON, NORTH CAROLINA DIRECTING THE
FILING OF AN APPLICATION WITH THE LOCAL GOVERNMENT
COMMISSION FOR APPROVAL OF THE ISSUANCE OF HOSPITAL
REVENUE REFUNDING BONDS AND CERTAIN RELATED
MATTERS

WHEREAS, the Board hereby determines that the refunding of the Bonds must be
undertaken by the County at an estimated cost not to exceed $12,250,000, including the cost of
refinancing the Project; '

WHEREAS, the Board desires to authorize the County Manager and the Finance Director
of the County to apply to the North Carolina Local Government Commission for its approval of the
issuance of the Bonds to refinance the Project and to take all other action necessary in connection
therewith;

WHEREAS, the Board desires to retain Dewey & LeBoeuf LLP, as bond counsel, Branch
Banking & Trust Co. Governmental Finance as the “Purchaser”, Prince, Youngblood & Massagee



as counsel to the Henderson County Hospital Corporation (the “Corporation”), and Efficient
Capital Corp., as financial advisor.

NOW, THEREFORE, BE IT RESOLVED by the Board as follows:

Section 1, That the County Manager and the Finance Director of the County are hereby
authorized, directed and designated to file an application with the North Carolina Local
Government Commission for its approval of the issuance by the County of the Bonds.

Section 2. That the Board finds and determines and asks that the Local Government
Commission find and determine from the County’s application and supporting documentation:

(a) That the issuance of the Bonds is necessary and expedient;

(b) ‘That the amount of Bonds will be sufficient but is not excessive, when added to other
monies available to the County and the Corporation, for the refinancing of the
Project and the Series 2001 Bonds;

(c) That the refinancing of the Project and the Bonds are feasible;
(d) That the County’s debt management procedures and policies are good; and
(e) That the Bonds can be marketed at a reasonable interest cost to the County.

Section 3. The Board authorizes and requests that the Bonds be sold with a fixed interest
rate at private sale without advertisement to the Bank, at a rate per annum not to exceed 4.09% and
a maturity not to exceed thirteen and one-half (13%) years from the date of closing.

Section 4. That the Chairman and Vice Chairman of the Board, the County Manager, the
County Attorney, the Finance Director, and the Clerk to the Board are hereby authorized to do any
and all things necessary to effectuate for the issuance of the Bonds.

Section 5. That Dewey & LeBoeuf LLP shall be retained to serve as bond counsel, Branch
Banking & Trust Co. Governmental Finance shall be retained to serve as Purchaser of the Bonds,
Prince, Youngblood & Massagee as counsel to the Corporation, and Efficient Capital Corp., as
financial advisor.

Section 6. That the Board requests that the Local Government Commission sell the Bonds
through negotiation to Branch Banking & Trust Co. Governmental Finance, on such terms as may
be agreed.

Section 7. That this Resolution shall become effective on the date of its adoption.



Commissioner Williams seconded the motion and, after discussion, the Resolution was
adopted by the following vote:

AYES: 5
NAYS: 0
ABSTAIN: 0

Adopted this the 16th day of April, 2008.

HENDERSON COUNTY BOARD OF COMMISSIONERS

. F Ly ot
///f%ﬁ .M@afé, Chairman

ATTESTED BY:

w«z’ﬁ;/f\/{/)}fﬂz M (4{6’%/&}
Ehzabet}{le fEom, Clerk to the Board

[SEAL]

IAWDOXANONDSS\BOCYboc00264\00055023.DOC



Hendersonville Physicians and Associates, LLC
80 Brumsberger Circle
Fletcher, North Carolina 27832

{Date}

Henderson County Hospital Corporation
c/o Mrs. Sharon Alexander

240 Third Avenue West

Hendersonville, NC 28739

Henderson County

c/o Mrs. Sharon Alexander
* 240 Third Avenue West
Hendersonville, NC 28739

Re: Sale of Pardee Care Center

Dear Mrs. Alexander:

We hereby offer to purchase certain tangible and intangible assets (“the Assets”) and
certain real property (“the Real Property”) as set forth in the Asset Purchase Agreement (“the
Asset Purchase Agreement”) attached hereto and the Real Estate Contract (“the Real Estate
Contract”) attached hereto, on the terms and conditions outlined in the Asset Purchase
Agreement and the Real Estate Contract, which terms and conditions are incorporated into this
offer letter by reference.

Enclosed herewith are certified funds in the amount of Three hundred fifty Thousand
Dollars ($350,000.00) payable to the Clerk of the Board of Hospitals representing the Deposit as
set forth in Section 3(b) of the Asset Purchase Agreement and Seventy two thousand five
hundred Dollars ($72,500.00) payable to the Clerk of County Commissioners representing the
Deposit as set forth in Section 5.5(a) of the Real Estate Contract.

This offer shall be irrevocable until 5 p.m. on the tenth (10™) day after the date of the
expiration of the upset bid process to which the sale of the Real Property and the Assets are
subject as set forth in G.S. Section 160A-269. If this offer is not accepted by that time, the same
shall be deemed revoked and each Deposit shall immediately be refunded to us.

Letter-Sale of Pardee Care

Center



April 11, 2008
Page 2

Time is of the essence of this offer and of the agreement resulting from the acceptance
hereof. This offer letter shall be governed by and construed in accordance with the laws of the
State of North Carolina.

Yours truly,

Hendersonville Physicians and Associates, LLC

By:

Michael D. Del.oach, Manager

771610/440122-001



1.1

AGREEMENT OF PURCHASE AND SALE

ARTICLE 1

PROPERTY/PURCHASE PRICE

Certain Basic Terms.

(2)

(b)

(©)

(d)

(e)

Purchaser and Notice Address: With a copy to:

Hendersonville Physicians and Young Moore and Henderson P.A.

Associates, LLC

80 Brownsberger Circle

Fletcher, NC 28732

Attn: Christopher Sprenger

Post Office Box 31627
Raleigh, NC 27622
Attn: Alexander R. Atchison, Esq.

Facsimile: (919)882-9771 Facsimile: (919) 782-6753

Seller and Notice Addresses:

Henderson County

800 North Justice Street
Hendersonville, NC 28791
Atten: Kris Hoce, CEO

With a copy to:
Sharon B. Alexander
240 Third Avenue West
Hendersonville, N C 28739
Facsimile: (828)693-1077

Facsimile: (828)696-1128

Lessee and Notice Addresses:

Henderson County Hospital

Corporation

800 North Justice Street
Atten: Kris Hoce, CEO

With a copy to:

Sharon B. Alexander

240 Third Avenue West
Hendersonville, N C 28739
Facsimile: (828)693-1077

Facsimile: (828)696-1128

Date of this Agreement: The date of this Agreement is April , 2008.

Purchase Price:

Closing Date:

One million four hundred fifty thousand and 00/100
Dollars ($1,450,000.00)

Closing Date shall be the first day of the month
following the later of (1) sixty (60) days after the
date of the expiration of the upset bid process set

“forth in G.S. Section 160A-269 or (2) the receipt of

all necessary government approvals and provider

Agreement of Purchase &

Sale



numbers needed for Purchaser to operate the
business conducted on the Property as provided for
in that certain Asset Purchase Agreement by and
between the Purchaser and Henderson County
Hospital ~Corporation. Notwithstanding  the
foregoing, in no event shall the Closing Date be any
later than ninety (90) days after the expiration of the
upset bid process set forth in G.S. Section 160A-
269. The Purchaser and Seller acknowledge that the
deed to the Real Property will be delivered prior to
5:00 p.m. on the Closing Date.

1.2 Property. Subject to the terms and conditions of this Agreement of Purchase and
Sale (the “Agreement”), Seller agrees to sell to Purchaser, and Purchaser agrees to purchase from
Seller, the following property (collectively, the “Property”) for the Purchase Price:

(2) The “Real Property,” consisting of all of Unit 1 and Unit 4 of Partners in Health
Condominium Association County, North Carolina (collectively, the “Real Property”), and
being the land more particularly described in Exhibit A attached hereto, together with (i) all
improvements located on the Real Property (“Improvements™), (ii)all rights, benefits,
privileges, easements, tenements, hereditaments, and appurtenances related to the Real
Property, and (iii) without warranty, all right, title, and interest of Seller in and to all strips and
gores and any land lying in the bed of any street, road or alley, open or proposed, adjoining the .
Real Property.

(b) The Lessee executes this Agreement to indicate its consent to terminate its lease
upon Closing. There are no other Leases encumbering the Real

(c) The “Personal Property,” being: (i) all equipment, machinery, and other tangible
personal property owned by Seller and located upon the Real Property and used in connection
with the ownership and operation thereof; (ii) Seller’s interest in any such equipment,
machinery or other tangible personal property leased by Seller and located in or used in
connection with the ownership and operation of the Real Property; (iii) the plans and
specifications and other architectural and engineering drawings for the Improvements; (iv)
contract rights related to the construction, operation, ownership or management of the Real
Property (but only to the extent Seller’s obligations thereunder are expressly assumed by
Purchaser pursuant to this Agreement); (v) governmental permits, approvals and licenses
applicable to the Real Property (to the extent assignable); and (vi) all records relating to the
maintenance and operation of the Real Property.

ARTICLE 2

INSPECTION

2.1 Seller’s Delivery of Specified Documents. To the extent such items are in
Seller’s or Lessee’s possession or control, except as provided below, Seller or Lessee will




promptly provide to Purchaser or will permit Purchaser to examine at the Property the following
items (the “Property Information™):

(a) Maintenance Records. All available maintenance work orders in excess of Five
Thousand Dollars ($5,000.00) for the Property for the twelve (12) months preceding this
Agreement, which will be made available for Purchaser’s review at the Property;

(b) List of Capital Improvements. A list of all capital improvements known to the
Seller and performed on the Property within the twelve (12) months preceding this Agreement;

(©) Plans and Specifications. All construction plans and specifications, if any, in
Seller’s possession relating to the original construction of the Property and any major capital
repairs or tenant improvements, which will be made available for Purchaser’s review at the
Property; and

(d) Existing Title and Survey Documents. A copy of Seller’s existing title insurance
policy and the most recent survey of the Property.

2.2 Service Contracts. Prior to closing, the parties will endeavor to agree as to
which Service Contracts Purchaser will assume and which Service Contracts will be terminated
by Seller or Lessee at Closing. Purchaser will assume the obligations arising from and after the
Closing Date under those Service Contracts that Seller, Lessee and Purchaser agree will not be
terminated. Seller or Lessee will terminate prior to or at Closing all Service Contracts that
Purchaser does not agree to assume.

ARTICLE 3

TITLE AND SURVEY REVIEW

3.1 Title Commitment and Survey. Purchaser will, at-its sole cost and expense,
obtain: a current, effective commitment for title insurance (the “Title Commitment”) in the
amount of the Purchase Price with Purchaser as the proposed insured, and accompanied by true,
complete, and legible copies of all exceptions referred to in the Title Commitment.

3.2 Title Review and Cure. This Agreement is specifically conditioned upon Seller
being able to convey good and marketable fee simple title, subject only to Permitted Exceptions.
Purchaser will review title to the Property to determine whether the Seller can convey good and
marketable fee simple title to the Real Property subject only to Permitted Exceptions and shall
inform Seller, in writing, of any title objections on or before ten days after the date of the
expiration of the upset bid process set forth in G.S. Section 160A-269. If Purchaser does not
give written notice of such title objections, this condition shall be deemed to be satisfied. Seller
will have no obligation to cure or remove any title objections except to discharge monetary liens
of an ascertainable amount created by, under or through Seller, which liens Seller will cause to
be released at the Closing, but not including the lien for current taxes not yet due and payable.
Seller further agrees to remove any exceptions or encumbrances to title that are created by, under
or through Seller after the date of this Agreement without Purchaser’s consent, which consent
will not be unreasonably withheld. Purchaser may terminate this Agreement and receive a
refund of the Deposit if Seller is unable to convey good and marketable fee simple title to the




Real Property at Closing. The term “Permitted Exceptions” will mean: (i) such easements,
restrictions and covenants currently of record which will not interfere with or impair Purchaser's
intended use of the Premises or reduce the value of the Premises ; and (ii) real estate taxes not
yet due and payable. Seller agrees that the monetary liens against the Property created or
suffered by Seller will be released against the Property at or prior to Closing.

3.3  Title Costs. The premium for the Title Policy and all title examination fees will
be paid by Purchaser.

ARTICLE 4

OPERATIONS AND RISK OF L.OSS

4.1 Ongoing Operations. During the pendency of this Agreement:

(a) Performance under Service Contracts. Seller and Lessee will perform their
respective obligations under the Service Contracts and other agreements that may affect the
Property.

(b) New Contracts. Neither Seller nor Lessee will not enter into any contract that
will be an obligation affecting the Property after the Closing except contracts entered into in the
ordinary course of business that are terminable without cause on 30 days’ notice, and except for
such contracts as may be approved by Purchaser.

(c) Removal and Replacement of Personal Property. Seller will not remove any
Personal Property except as may be required for necessary repair or replacement, and
replacement will be of equal quality and quantity as existed as of the time of their removal.

4.2  Damage. Risk of loss up to and including the Closing Date will be borne by
Seller. In the event of any Material Damage to or destruction of the Property or any portion
thereof, Purchaser may, at its option, by notice to Seller given within 10 days after Seller notifies
Purchaser of such damage or destruction (and if necessary the Closing Date will be extended to
give Purchaser the full 10-day period to make such election): (i) terminate this Agreement, or
(ii) proceed under this Agreement, receive any insurance proceeds (including any rent loss
insurance applicable to any period on and after the Closing Date) due Seller as a result of such
damage or destruction and assume responsibility for such repair, and Purchaser will receive a
credit at Closing for any deductible, uninsured or coinsured amount under said insurance
policies. If Purchaser elects (ii) above, Purchaser may extend the Closing Date for up to an
additional 60-day period in which to obtain insurance settlement agreements with Seller’s
insurers, and Seller will cooperate with Purchaser in obtaining the insurance proceeds and such
agreements from Seller’s insurers. If the Property is not materially damaged, then Purchaser will
not have the right to terminate this Agreement, but Seller will, at its cost, repair the damage
before the Closing in a manner reasonably satisfactory to Purchaser or if repairs cannot be
completed before the Closing, credit Purchaser at Closing for the reasonable cost to complete the
repair. “Material Damage” and “Materially Damaged” mean damage (x) reasonably exceeding
five percent (5%) of the Purchase Price to repair, or (y) which, in Purchaser’s reasonable
estimation, will take longer than 90 days to repair.




4.3  Condemnation. In the event any proceedings in eminent domain are
contemplated, threatened or instituted by any body having the power of eminent domain with
respect to the Property or any material portion thereof, Purchaser may, at its option, by notice to
Seller given within 10 business days after Seller notifies Purchaser of such proceedings (and if
necessary the Closing Date will be extended to give Purchaser the full 10 business day period to
make such election): (i) terminate this Agreement, or (ii) proceed under this Agreement, in which
event Seller will, at the Closing, assign to Purchaser its entire right, title and interest in and to
any condemnation award, and Purchaser will have the sole right during the pendency of this
Agreement to negotiate and otherwise deal with the condemning authority in respect of such
matter.

ARTICLE 5

CLOSING

5.1 Clesing. The consummation of the transaction contemplated herein (“Closing”)
will occur on the Closing Date at the offices of Young Moore and Henderson, P.A., 3101
Glenwood Avenue, Suite 200, Raleigh, North Carolina. The parties agree that neither the Seller
nor the Lessee nor any of their respective agents shall be required to personally attend Closing in
Raleigh, North Carolina.

52 Conditions to the Parties’ Obligations to Close. In addition to all other
conditions set forth herein, the obligation of Seller, on the one hand, and Purchaser, on the other
hand, to consummate the transactions contemplated hereunder will be contingent upon the
following:

(a) The other party’s representations and warranties contained herein will be true
and correct as of the date of this Agreement and the Closing Date;

(b) As of the Closing Date, the other party will have performed its obligations
hereunder and all deliveries to be made at Closing will have been tendered,;

(c) There will exist no pending or threatened actions, suits, arbitrations, claims,
attachments, proceedings, assignments for the benefit of creditors, insolvency, bankruptcy,
reorganization or other proceedings, pending or threatened against the other party that would
materially and adversely affect the operation or value of the Property or the other party’s ability
to perform its obligations under this Agreement; and

(d) Seller shall comply with all statutory procedures for the sale of the Real
Property to Purchaser.

(e) There will exist no pending or threatened action, suit or proceeding with respect
to the other party before or by any court or administrative agency which seeks to restrain or
prohibit, or to obtain damages or a discovery order with respect to, this Agreement or the
consummation of the transactions contemplated hereby:.

5.3 Purchaser’s Conditions to Close. The obligation of Purchaser to consummate
the transactions contemplated hereunder will be contingent upon the following:




(a) Purchaser, and Lessee will have entered into an Asset Purchase Agreement of
even date herewith (the “Asset Purchase Agreement”), for the sale of certain personal property
(the “Related Personal Property”) to Purchaser in connection with the sale of the Property to
Purchaser hereunder and the operation of a skilled nursing facility on the Property (the
“Business”). Purchaser, and Lessee will have consummated the sale of the Related Personal
Property to Purchaser pursuant to the Asset Purchase Agreement simultaneously with the
consummation of the transaction contemplated by this Agreement.

(b) Seller shall have fully and completely kept, observed, performed, satisfied and
complied with all terms, covenants, conditions, agreements, requirements, restrictions and
provisions required by this Agreement to be kept, observed, performed, satisfied or complied
with by Seller before, on or as of the Closing Date;

(c) The representations and warranties of Seller in this Agreement (and the
substantive facts contained in any representations and warranties limited to Seller’s knowledge
and belief) shall be true and correct, and certified by Seller to Purchaser as such, on and as of
the Closing Date, in the same manner and with the same effect as though such representations
and warranties had been made on and as of the Closing Date;

(d) Purchaser shall not have terminated this Agreement pursuant to an express right
so to terminate set forth in this Agreement;

(e) All required consents and approvals and all licenses, permits, consents,
approvals, authorizations, qualifications and orders required to enable Purchaser to own, occupy
and operate the Property and to conduct the Business as presently conducted (collectively, the
“Permits”) will have been obtained or assigned and will be in full force and effect, and
Purchaser will have been furnished with evidence reasonably acceptable to it of the existence of
all such required consents and approvals and all Permits. Purchaser shall proceed with due
diligence to obtain the Permits, and this condition shall be deemed to be satisfied in the event
that the Permits are not obtained as a result of Purchaser’s lack of diligence or as a direct result
of Purchaser’s conduct or misconduct within ninety (90) days of the upset bid period prescribed
by N.C.G.S. Section 160A-269. If Purchaser is delayed in obtaining its Permits and such delay
exceeds the Closing Date, Lessee agrees to continue to operate the facility and enter into a lease
for the facility from Purchaser on terms that make it financially neutral to Purchaser and Lessee
in closing on the Property until Purchaser obtains its Permits or for a period of ninety (90) days,
whichever is earlier. Notwithstanding the foregoing, if it is finally determined that Purchaser is
ineligible to obtain its Permits, Purchaser must close and cannot assert this paragraph as
condition of closing or, in the alternative, Purchaser may choose not to close and forfeit its
Deposit and Seller shall be barred from asserting any further claim for damages under this
Agreement.

If any of the foregoing conditions have not been satisfied or performed or waived in
writing by Purchaser on or as of the Closing Date, Purchaser shall have the right, at
Purchaser’s option, either: (i) to terminate this Agreement by giving written notice to
Seller on or before the Closing Date, in which event all rights and obligations of Seller



and Purchaser under this Agreement shall expire, and this Agreement shall become null
and void; or (ii) to accept the Real Property and close. If Purchaser elects to terminate
this Agreement as provided in this paragraph, the Deposit shall be refunded to Purchaser
immediately upon request.

S.4  Seller’s Deliveries. At Closing, Seller will deliver the following:

(a) Deed. A special warranty deed executed by Seller, conveying to Purchaser good
and indefeasible fee simple title to the Real Property, subject only to the Permitted Exceptions
(the “Deed”);

(b) Termination of the Lease. Termination of the Lease, executed by Lessee.

(c) State Law_Disclosures. Such disclosures and reports as are required by
applicable state and local law, if any, in connection with the conveyance of real property;

(d) Lien Affidavit. An affidavit executed by Seller in form and content sufficient to
permit the Title Company to issue a title insurance policy without exception for materialmen’s
and mechanics’ liens;

(e) FIRPTA. A Foreign Investment in Real Property Tax Act affidavit executed by
Seller. If Seller fails to provide the necessary affidavit and/or documentation of exemption on
the Closing Date, Purchaser may proceed with withholding provisions as provided by law;

63} Authority. Evidence of the existence, organization and authority of Seller and of
the authority of the persons executing documents on behalf of Seller reasonably satisfactory to
the Title Company;

(2) Additional Documents. Any additional documents that Purchaser, the Title
Company may reasonably require for the proper consummation of the transaction contemplated
by this Agreement and all instruments and documents to be delivered at Closing pursuant to the
Asset Purchase Agreement; and

(h) Closing Statement. A Closing Statement consistent with this Agreement.

5.5 Purchaser’s Deliveries. At Closing, Purchaser will deliver the following:

(a) Statutory Deposit. Purchaser has delivered to Elizabeth Corn, as Clerk for
Seller, (herein called “Clerk”) the sum of Seventy two thousand five hundred Dollars
($72,500.00) (the “Deposit”). Throughout the term of this Agreement, Clerk shall hold and
disburse the Deposit in accordance with the terms and conditions of N.C.G.S. Section 160A-
269. On the Closing Date, the Deposit will be released to the Seller to be applied as part
payment of the Purchase Price. If this Agreement is terminated as provided for herein and the
Purchaser is not in default under this Agreement, the Deposit shall promptly be returned to
Purchaser.




(b) Purchase Price. The Purchase Price (less the Deposit), plus or minus applicable
prorations, will be deposited by Purchaser in immediate, same-day federal funds wired for
credit into an account designated by Seller; and

() Closing Statement. A Closing Statement consistent with this Agreement.

5.6  Possession. Seller will deliver possession of the Property to Purchaser at the
Closing subject only to the Permitted Exceptions.

5.7  Delivery of Books and Records. Immediately after the Closing, Seller, if
requested, and in Seller’s possession, will deliver to the Purchaser: copies or originals of all
books and records of account pertaining to the Property, contracts, copies of correspondence
with tenants and suppliers, receipts for deposits, unpaid bills and other papers or documents
which pertain to the Property; all booklets, keys and other items, if any, used in the operation of
the Property; and, if in Seller’s possession or control, the original “as-built” plans and
specifications and all other available plans and specifications. Seller will cooperate with
Purchaser after Closing to transfer to Purchaser any such information stored electronically.

5.8 Closing Costs. Seller will furnish and pay the expense of any documentary or
transfer tax stamps and the fees and costs of Seller’s own attorney. Seller will also be
responsible for and discharge prior to Closing all assessments (special or otherwise), deferred
taxes and charges placed against or applicable to the Property or the Improvements, due and
payable prior to Closing. Purchaser will pay for the expense of preparing and filing the Deed
and the fees and costs of Purchaser’s own attorney.

ARTICLE 6

PRORATIONS

6.1 Prorations. The items in subparagraphs (a) through (c) of this Paragraph 6.1 will
be prorated on an accrual basis between Seller and Purchaser as of the close of business on the
day immediately preceding the Closing Date:

(a) Taxes and Assessments. The parties acknowledge that the Real Property has not
been subject to any general real estate and personal property taxes and assessments imposed by
governmental authority (“Taxes”) or any assessments imposed by private covenant constituting
a lien or charge on the Property for the then-current calendar year or other current tax period.

(b) Operating Costs. Taxes, insurance, utilities, common area maintenance and
other operating costs and expenses (collectively, “Operating Costs”) incurred by Seller in
connection with the ownership, operation, maintenance and management of the Property will be
prorated as of the Closing Date.

6.2 Utility Deposits. Seller will receive a credit for the amount of deposits, if any,
with utility companies that are transferable and that are assigned to Purchaser at the Closing,.

6.3 Commissions. Seller and Purchaser represent and warrant each to the other that
they have not dealt with any broker, sales person or finder in connection with the transactions



contemplated by this Agreement or the Asset Purchase Agreement. Except as expressly set forth
above, in the event of any claim for broker’s or finder’s fees or commissions in connection with
the negotiation, execution or consummation of the transactions contemplated by this Agreement
or the Asset Purchase Agreement, each party will indemnify and hold harmless the other party
from and against any such claim based upon any statement, representation or agreement of such

party.

6.4 Seller’s Obligations. Other than those obligations of Seller expressly assumed
by Purchaser hereunder or expressly agreed to in writing by Purchaser, Seller will pay and
discharge any and all liabilities of each and every kind arising out of or by virtue of their
ownership and operation of the Property, and no other expense related to the ownership or
operation of the Property will be charged to or paid or assumed by Purchaser, whether allocable
to any period before or after the Closing,

ARTICLE 7

REPRESENTATIONS AND WARRANTIES

7.1 Seller’s and Lessee’s Representations and Warranties.

(a) As a material inducement to Purchaser to execute this Agreement and
consummate this transaction, Seller represents and warrants to Purchaser that:

(1) Authority. Seller has the full right and authority and has obtained any and
all consents required to enter into this Agreement and to consummate or cause to
be consummated the transactions contemplated hereby. This Agreement has
been, and all of the documents to be delivered by Seller at the Closing will be,
authorized and properly executed and constitute, or will constitute, as appropriate,
the valid and binding obligation of Seller, enforceable in accordance with their
terms.

(11)Conflicts and Pending Actions or Proceedings. There is no agreement to
which the Seller is a party or, to Seller’s knowledge, binding on the Seller that is
in conflict with this Agreement. No action or proceeding is pending or, to Seller’s
knowledge, threatened against Seller or relating to the Property, including,
without limitation, any condemnation proceedings, which challenges or impairs
Seller’s ability to execute or perform their obligations under this Agreement.

(iii) _ Contractors and Suppliers. All contractors, subcontractors,
suppliers, architects, engineers, and others who have performed services or labor or have
supplied materials in connection with Seller’s ownership of the Property have been paid in full
and all liens arising therefrom (or claims which with the passage of time or the giving of notice,
or both, could mature into liens) have been satisfied and released.

(iv)Leases. There are no leases, tenants or parties in possession (except for
Seller) with respect to the Property except the Lease wherein Lessee is the Tenant.




(v) Service Contracts. The list of Service Contracts to be delivered to
Purchaser pursuant to this Agreement will be true, correct, and complete as of the
date of its delivery. The Seller nor, to Seller’s knowledge, any other party is in
default under any Service Contract.

(vi) _ Notice of Violations or Defects. Except as disclosed to Purchaser
in the Property Information, Seller: (i) has received no written notice that the
Property or the use thereof violates any governmental law or regulation or any
covenants or restrictions encumbering the Property; (ii) has no actual knowledge of
any material latent physical defect in the Improvements; and (iii) has received no
written notice from any insurance company or underwriter providing casualty
insurance coverage with respect to the Property of any latent defect that would
materially adversely affect the insurability of the Property or cause an increase in
insurance premiums.

(vii) Zoning. The Real Property is zoned in the zoning classification for
operation of a skilled nursing facility under all applicable zoning ordinances.

(viii) FEMA. To the best of Seller’s knowledge, no portion of the Real
Property is located within any Special Flood Hazard Area designated by the
Federal Emergency Management Agency, or in any area similarly designated by
any agency of any other governmental authority; no portion of the Real Property
meets the definition of “wetlands” codified at 40 C.F.R. part 230.3(t), or has been
similarly designated by any agency of any governmental authority; and no portion
of the Real Property constitutes “wetlands” that have been filled, whether or not
pursuant to appropriate permits.

(ix)Restriction on Use. No portion of the Real Property is subject to any other
classification, designation or preliminary determination of any agency of any
federal, state or local government, or pursuant to any federal, state or local law,
which would restrict the use, development, occupancy or operation of the Property,
including, without limitation, any designation or classification as an archeological
site, any classification or determination under the Endangered Species Act, or any
designation as an historical site.

(x) Subdivision Compliance.  The Real Property constitutes either a
previously subdivided lot in compliance with applicable subdivision regulations
and similar governmental requirements, or was created in a manner not subject
thereto; and no subdivision filing or approval or similar governmental filing or
approval is required for the conveyance of the Real Property at Closing,.

(xi)Tax Deferral. The Real Property is not and has not been subject to any
exemption from ad valorem taxes that will result in imposition of any tax or
penalty upon the transfer of title at Closing or any change in use of the Real
Property.
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(x11) Compliance with Regulations.  The Real Property is not
constructed, occupied, used or operated in violation of, is not otherwise in violation
of, and Seller has received no notice of any violations or potential violation of any,
zoning, building, health, environmental or other laws, codes, ordinances, regulations,
orders or requirements of any city, county, state or other governmental authority
having jurisdiction thereof, or any private restrictive covenants affecting the Real
Property; and all certificates, licenses, permits, authorizations, consents and approvals
required by any such governmental authority for the continued use, occupancy and
operation of the Real Property have been obtained, are paid for, and are free of
restrictions.

(xii1) Access. Access to the Real Property from streets and roads
adjoining the Real Property is not limited or restricted.

(xiv) Assessments. To the best of Seller’s knowledge, there are no
encumbrances or special assessments, either pending or confirmed, for any
improvements on or adjoining the Property. Pending assessments will be deemed to
include such assessments which have been passed by resolution of any governmental
body having jurisdiction and authority over the Property even though such
assessments have yet to be assessed or levied against the Property. Seller will pay for
all public improvements related to the Property which have been advertised, ordered,
commenced or completed prior to the date of this Agreement.

(xv)  Notwithstanding any other provision of this Agreement, the parties agree
with regard to environmental matters related to the contemplated transaction as follows:

(A)  The Seller’s Environmental Representations. The Seller represents

that:

(1) To the best knowledge of the Seller, the Seller is not, and at
all times has not been, in violation of any Environmental Law.

(2) The Seller holds all permits, licenses and other approvals
that it has understood were and are required under Environmental Laws for the
conduct of the Business.

(3) The Seller has not received and has no reason to expect any
actual or threatened claim, citation, directive, inquiry, notice, order, summons,
warning or other communication that relates to any alleged, actual, or potential
violation or failure to comply with any Environmental Law, or of any alleged,
actual, or potential obligation to undertake or bear the cost of any environmental
liabilities, with respect to the Real Property.

(4)  Seller has not caused or permitted the release or threat of
release of any Hazardous Materials at or from the Real Property.
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(B) Definitions. For purposes of this paragraph, the following
definitions will apply:

(D “Environmental Law” means any and all federal, state and
local laws, regulations, ordinances and other requirements relating to pollution or
protection of the environment and human health and safety, including without
limitation the Comprehensive Environmental Response, Compensation and
Liability Act, the Resource Conservation and Recovery Act, the Toxic Substances
Control Act, the Clean Water Act, the Clean Air Act, the Safe Drinking Water
Act, the North Carolina Oil Pollution and Hazardous Substances Control Act, the
North Carolina Inactive Hazardous Sites Act, or any other federal, state or local
statutory or regulatory program governing environmental conditions at the
Property, as such acts may be amended from time to time.

2) “Hazardous Material” means any substance, chemical,
waste, contaminant, pollutant, or other material that is or becomes regulated by
any federal, state, or local governmental authority because of its toxicity,
infectiousness, radioactivity, explosiveness, ignitability, corrosiveness, or
reactivity, including, without limitation, those substances regulated by the
Environmental Laws, and also specifically including petroleum and petroleum
products, lead and lead-based paint, polychlorinated biphenyls, asbestos and
asbestos-containing materials, radiation and radon gas.

(b) As a material inducement to Purchaser to execute this Agreement and
consummate this transaction, Lessee represents and warrants to Purchaser that to the
best of Lessee’s knowledge, the structures on the Real Property are in good order and
repair, and in a good, safe, substantial condition, free from defects; all plumbing,
heating, electrical and air conditioning systems and equipment and systems therein
are in good order and repair and operating condition; the Improvements are
constructed and completed strictly in compliance with accepted standards of good
materials and workmanship, all electrical, plumbing, heating and air-conditioning and
exterior drainage systems, in or on the Real Property are in good condition and
working order; to the best of Lessee’s knowledge and belief, there is no termite or
other pest infestation, dry-rot or similar damage affecting the Property; the
Improvements are water-tight; and there is no subsidence or other soil condition that
does or may in the future adversely affect the Real Property. For purposes of this
subparagraph, Lessee knowledge shall be limited to representatives and agents of
Lessee who have direct managerial responsibility for the maintenance of the Real
Property.

Seller acknowledges and agrees that no examination or investigation of the Property or of the
operation of the Property by or on behalf of Purchaser prior to Closing shall in any way modify,
affect or diminish Seller’s obligations under the representations, warranties, covenants and
agreements set forth in this Agreement.
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7.2 Purchaser’s Representations and Warranties. As a material inducement to
Seller to execute this Agreement and consummate this transaction, Purchaser represents and
warrants to Seller that:

(a) Organization and Authority. Purchaser has been duly organized and is validly
existing as a limited liability company, in good standing in the State of North Carolina, and will
be qualified to do business in the state in which the Real Property is located on the Closing
Date. Purchaser has the full right and authority and has obtained any and all consents required
to enter into this Agreement and to consummate or cause to be consummated the transactions
contemplated hereby. This Agreement has been, and all of the documents to be delivered by
Purchaser at the Closing will be, authorized and properly executed and constitute, or will
constitute, as appropriate, the valid and binding obligation of Purchaser, enforceable in
accordance with their terms.

(b) Conflicts and Pending Action. There is no agreement to which Purchaser is a
party or to Purchaser’s knowledge binding on Purchaser that is in conflict with this Agreement.
No action or proceeding is pending or, to Purchaser’s knowledge, threatened against Purchaser
that challenges or impairs Purchaser’s ability to execute or perform its obligations under this
Agreement.

(c) __Improvements to the Real Property. Purchaser shall invest at least One Million
Dollars ($1,000,000.00) in the Property and the skilled nursing home business operated in the
Property in capital improvements. Such investment shall begin within twelve months from date
of Closing and all such improvements shall be completed no later than twenty-four (24) months
from the date of Closing.

7.3 Survival of Representations and Wayrranties. The representations and
warranties set forth in this Article 7 are made as of the date of this Agreement and will be
remade as of the Closing Date and will not be deemed to be merged into or waived by the
mnstruments of Closing, but will survive the Closing.

ARTICLE 8

DEFAULT AND REMEDIES

If this transaction fails to close as a result of Seller’s or Purchaser’s default, then the non-
defaulting party may elect either (i) to terminate this Agreement and pursue all other remedies
available at law or in equity, or (ii) to seek an order of specific performance and all other
remedies available at law or in equity. Any and all defaults by one party under the Asset
Purchase Agreement will constitute a default under this Agreement, and termination of the Asset
Purchase Agreement will constitute a termination of this Agreement.

If (1) any representation or warranty of Seller set forth in this Agreement shall prove to be
untrue or incorrect in any respect, or (i) Seller shall fail to keep, observe, perform, satisfy or
comply with, fully and completely, any of the terms, covenants, conditions, agreements,
requirements, restrictions or provisions required by this Agreement to be kept, observed,
performed, satisfied or complied with by Seller, or (iii) the purchase and sale of the Property is
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otherwise not consummated in accordance with the terms and provisions of this Agreement due
to circumstances or conditions which constitute a default by Seller under this Agreement (the
matters described in the foregoing clauses (i), (ii) and (iii) are herein sometimes collectively
called “Seller Defaults”), the Earnest Money shall be refunded to Purchaser immediately upon
request, and Purchaser may exercise such rights and remedies as may be provided for in this
Agreement or as may be provided for or allowed by law or in equity. Seller hereby
acknowledges that Purchaser’s remedies in the event of the occurrence of any of the Seller
Defaults shall specifically include, without limitation, the right to seek, prove and recover (to the
extent proven) monetary damages from Seller in an amount equal to all actual out-of-pocket
costs and expenses paid or incurred by Purchaser in connection with its execution of and entry
into this Agreement and its proposed acquisition of the Property, including, without limitation,
(A) attorney’s fees and disbursements in connection with the negotiation and execution of this
Agreement, the examination of title to the Property, and any other legal matter undertaken by
Purchaser pertaining to the Property and (B) any examinations, investigations, tests and
inspections, undertaken by Purchaser with respect to the Property.

ARTICLE 9

INDEMNIFICATION

Seller shall, and does hereby, indemnify, defend and hold Purchaser harmless from,
against and in respect of: (i) physical injury to or the death of persons or damage to property
occurring prior to and including the Closing Date (x) on or in the Real Property, or (y) in any
manner arising out of, by reason of or in connection with the use, occupancy or operation of the
Property; (it) any matter arising out of, by reason of or with respect to the ownership or operation
of the Real Property prior to and including the Closing Date; (iii) any breach by Seller of any
representation or warranty under this Agreement; (iv) any and all judgments or liens, of any
kind or nature whatsoever, arising out of, by reason of, as a result of or in connection with any of
the matters covered by the immediately preceding clauses (i), (i) or (iii); and (iv) any and all
liabilities, damages, losses, amounts of judgment, assessments, fines or penalties, if established
by final judgment and amounts paid in compromise or settlement, suffered, incurred or sustained
by Purchaser and to which Seller has agreed on account of, by reason of, as a result of or in
connection with any of the matters covered by the immediately preceding clauses (i), (ii) (iii) or
(iv). Nothing herein shall be deemed to have waived in whole or in part any claims of immunity
available to the Seller as against any third party to this Agreement.

ARTICLE 10

MISCELLANEOUS

10.1  Parties Bound. This Agreement will be binding upon and inure to the benefit of
the respective legal representatives, successors, assigns, heirs, and devisees of the parties.

10.2 Headings. The article and paragraph headings of this Agreement are for
convenience only and in no way limit or enlarge the scope or meaning of the language hereof.
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10.3  Invalidity and Waiver. If any portion of this Agreement is held invalid or
inoperative, then so far as is reasonable and possible the remainder of this Agreement will be
deemed valid and operative, and, to the greatest extent legally possible, effect will be given to
the intent manifested by the portion held invalid or inoperative. The failure by either party to
enforce against the other any term or provision of this Agreement will not be deemed to be a
waitver of such party’s right to enforce against the other party the same or any other such term or
provision in the future.

104 Governing Law and Venue. This Agreement will, in all respects, be governed,
construed, applied, and enforced in accordance with the laws of the State of North Carolina. The
parties agree that proper venue for any action between the parties arising out of or related to this
Agreement or the Real Property shall be only in Henderson County, North Carolina.

10.5 Survival. The provisions of this Agreement that contemplate performance after
the Closing and the obligations of the parties not fully performed at the Closing will survive the
Closing and will not be deemed to be merged into or waived by the instruments of Closing.

10.6 No Third Party Beneficiary. This Agreement is not intended to give or confer
any benefits, rights, privileges, claims, actions, or remedies to any person or entity as a third
party beneficiary, decree, or otherwise.

10.7 Entirety and Amendments. This Agreement embodies the entire agreement
between the parties and supersedes all prior agreements and understandings relating to the
Property. This Agreement may be amended or supplemented only by an mstmment in writing
executed by the party against whom enforcement is sought.

10.8  Attorneys’ Fees. Should either party employ attorneys to enforce any of the
provisions hereof, the party against whom any final judgment is entered agrees to pay the
prevailing party all reasonable costs, charges, and expenses, including attorneys’ fees, expended
or incurred in connection therewith.

10.9 Notices. All notices required or permitted hereunder will be in writing and will
be served on the parties at the addresses set forth in Paragraph 1.1. Any such notices will be
either (a) sent by overnight delivery using a nationally recognized overnight courier, in which
case notice will be deemed delivered one business day after deposit with such courier, (b) sent by
telefax with a confirming copy by first class U.S. Mail, in which case notice will be deemed
delivered upon transmission of such notice by telefax, or (c) sent by personal delivery, in which
case notice will be deemed delivered upon receipt. A party’s address may be changed by written
notice to the other party; provided, however, that no notice of a change of address will be
effective until actual receipt of such notice. Copies of notices are for informational purposes
only, and a failure to give or receive copies of any notice will not be deemed a failure to give
notice.

10.10 Construction. The parties acknowledge that the parties and their counsel have
reviewed and revised this Agreement and agree that the normal rule of construction to the effect
that any ambiguities are to be resolved against the drafting party will not be employed in the
interpretation of this Agreement or any exhibits or amendments hereto.
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10.11 Calculation of Time Periods. Unless otherwise specified, in computing any
period of time described herein, the day of the act or event after which the designated period of
time begins to run is not to be included and the last day of the period so computed is to be
included, unless such last day is a Saturday, Sunday or legal holiday for national banks in the
location where the Property is located, in which event the period will run until the end of the next
day that is not a Saturday, Sunday, or legal holiday. The last day of any period of time described
herein will be deemed to end at 5:00 p.m., Raleigh, North Carolina time.

10.12 Time of the Essence. In regard to any and all of the rights and obligations
created pursuant to this Agreement, time shall be of the essence.

10.13Execution in Counterparts. This Agreement may be executed in any number of
counterparts, each of which will be deemed to be an original, and all of such counterparts
will constitute one Agreement. To facilitate execution of this Agreement, the parties may
execute and exchange by telephone facsimile counterparts of the signature pages.

10.12 Further Assurances. In addition to the acts and deeds recited herein and
contemplated to be performed, executed and/or delivered by either party at Closing, each party
agrees to perform, execute and deliver, but without any obligation to incur any additional
liability or expense, on or after the Closing any further deliveries and assurances as may be
reasonably necessary to consummate the transactions contemplated hereby or to further perfect
the conveyance, transfer and assignment of the Property to Purchaser.
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IN WITNESS WHEREOPF, the parties have executed this Agreement on the day and

year written below.

PURCHASER: HENDERSONVILLE PHYSCIANS &

Dated:

SELLER:

Dated:

LESSEE:

Dated:

ASSOCIATES, LLC

By:
Name:
Title:

HENDERSON COUNTY

By:
Name:
Title:

HENDERSON COUNTY HOSPITAL CORPORATION

By:

Name:

Title:
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AGREEMENT OF PURCHASE AND SALE

EXHIBITS

A - Legal Description of Real Property
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EXHIBIT A

[LEGAL DESCRIPTION]
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ASSET PURCHASE AGREEMENT
by and among
HENDERSONVILLE PHYSICIAN AND ASSOCIATES, LLC (Purchaser),

HENDERSON COUNTY HOSPITAL CORPORATION (Seller),

DATE
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Asset Purchase Agreement
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ASSET PURCHASE AGREEMENT

THIS AGREEMENT is made as of April _ . 2008, by and among
HENDERSONVILLE PHYSICIAN AND ASSOCIATES, LLC, a North Carolina
limited liability company (“the Purchaser”), and HENDERSON COUNTY HOSPITAL
CORPORATION, a North Carolina non profit corporation (“the Seller”). The
Purchaser and the Seller are collectively referred to in this Agreement as the “parties.”

RECITALS

WHEREAS, the Seller owns and operates, among other things, a skilled nursing
facility doing business as Pardee Care Center in Henderson County, North Carolina (the
“Business”);

WHEREAS, the Purchaser owns and operates skilled nursing facilities in several
locations in North Carolina and is experienced in skilled nursing care and knowledgeable
about the Business.

WHEREAS, the Seller desires to sell to the Purchaser, and the Purchaser desires
to purchase from the Seller, certain tangible and intangible assets used or held in
connection with the operation of the Business, together with certain real property used in
the operation of the Business owned by Henderson County, on the terms and conditions
set forth in this Agreement.

NOW, THEREFORE, in consideration of the foregoing and the mutual promises
made below, the parties agree as follows:

1. Definitions

Except as otherwise expressly provided herein or unless the context otherwise
requires, the following terms will have the respective meanings hereinafter specified:

(a) “Books and records” means all written and computerized records
and other documents and information necessary to the ownership of the Assets
(defined below) and/or operation of the Business including, without limitation, all
patient and vendor contracts, purchase orders, settlements, bills of sale and
invoices, all marketing and statistical information pertaining to the Business and
the Seller’s patients, all warranties received by the Seller upon its acquisition of
machinery and equipment being purchased, and all maintenance and repair
records related to such machinery and equipment.

(b) “Business” means that skilled nursing facility described herein
above in the Recitals.

(c) “Closing Date” shall be the first day of the month following the
later of (1) sixty (60) days after the date of the expiration of the upset bid process



set forth in G.S. Section 160A-269 or the (2) receipt of all necessary government
approvals and provider numbers needed for Purchaser to operate the Business
Business or ninety days from expiration of the final upset bid period mandated by
G.S. Section 160A-269, whichever is earlier. The transfer of the Assets shall be
deemed to take place at 7:00 a.m. on the Closing Date. The Purchaser and Seller
acknowledge that the deed to the Real Property will be delivered prior to 5:00
p.m. on the Closing Date. The Seller and the Purchaser shall act in good faith on
the Closing Date and for a reasonable period thereafter to ensure a smooth
transition. After Closing, should either the Seller or the Purchaser receive any
funds the other would be entitled to receive under this Agreement, the party in
receipt of such funds shall promptly pay all such sums to the party who is entitled
to receive such funds.

(d) “Default” means an event of default, as defined in any contract,
agreement or instrument, or any event that, with the passage of time or the giving
of notice or both, would constitute an event of default or other breach under such
document.

(e) “Generally accepted accounting principles” will have the meaning
ascribed to it from time to time by the American Institute of Certified Public
Accountants.

) “Knowledge” by a Person of a particular fact or other matter is that
which is actually known by the Person, without further duty of investigation
unless this Agreement requires such investigation. The knowledge of the Seller is
deemed to include the knowledge of its officers and directors. The knowledge of
the Purchaser is deemed to include the knowledge of each of its officers and
managers.

(2) “Person” means any natural person, corporation, limited liability
company, partnership, unincorporated association, firm or other entity.

(h) “Real  Property”  means the  property  located  at
Hendersonville, North Carolina, consisting of
approximately ~ acres and being units 1 and 4 of the Partners in Health
Condominium Association (the “Real Property”), including all structures and
other improvements.

2. Sale and Transfer of Assets

(a) Sale of Assets. Subject to all of the terms and conditions of this
Agreement, the Seller agrees to sell and assign to the Purchaser, and the Purchaser
agrees to acquire from the Seller, all of the Seller’s right, title and interest in and
to the following assets of the Seller (the “Assets”), free and clear of all liens and
encumbrances:



(1) Equipment. All of the Seller’s machinery, equipment,
furniture, furnishings, supplies, other office equipment, leasehold
improvements and other fixed assets located upon the Real Property and
used by the Business, including, without limitation, the assets listed on
Schedule 2(a)(1) attached hereto.

(i)  Patients and Supplier Information. In regard to the
Business, the Seller’s lists of all patients and substantive suppliers, all
purchasing formulas for such suppliers, and all books and records related
to the Seller’s relationship with each supplier.

(i)  Inventory. All of the inventory of the Business of every
nature and description at the time of the Closing (the “Inventory”);

(iv)  Contracts. The Seller’s contracts, commitments, orders and
agreements pertaining to the Business as listed on Schedule 2(a)(vi) that
the Purchaser elects in writing to assume at Closing (the “Acquired
Contracts”).

(vi)  Written Materials. All books and records of the Business
that relate to the other Assets being acquired under this Agreement.

(vil) Intangible Property. All of the intangible rights and
property of the Seller only as directly related to the Business, including
without limitation claims against third parties, going concern value,
goodwill, telephone, telecopy and e-mail addresses and listings.

(viii) Insurance Policies. To the extent assignable, all insurance
policies covering the Business.

(b) Retained Assets. The Seller will retain, and the Purchaser will not
acquire, all of the Seller’s assets not expressly identified as Assets in Section 2(a)
above, including, without limitation, (i) all cash, (ii) all accounts receivable, (ii1)
computers, (iv) vehicles, (v) contracts, commitments, orders and agreements that
the Purchaser elects not to assume or acquire under Section 2(a)(vi), (vi)
leasehold estates or any other interest in real property presently or formerly
owned or operated by the Seller, and (vii) those assets listed on Schedule 2.2(b)
(collectively, the “Retained Assets.”)

(c) Assumed Liabilities. At the Closing, Purchaser shall assume and
begin to pay, perform, satisfy and discharge the following liabilities and
obligations of Seller (all of which shall be discharged by Purchaser only when and
as they become due or otherwise) and no other liabilities or obligations of Seller
(collectively, the “Assumed Liabilities™):




(i) all obligations and liabilities under the Assumed Contracts
accruing or arising out of events or occurrences happening after the
Closing Date; and

(ii) any obligation or liability relating to the Assets accruing or
arising out of events or occurrences happening after the Closing Date.

(d) Retention of Liabilities. Except for the Assumed Liabilities, the
Seller will retain and within a reasonable time pay, and the Purchaser will not
assume or have any liability for, all other liabilities of or obligations of the Seller,
whether known or unknown, absolute, accrued, fixed, contingent or otherwise (the
“Retained Liabilities”), including, but not limited to, all obligations of the Seller
arising under the Contracts on or prior to the Closing Date, whether known or
unknown at the time of the Closing, and any and all claims arising out of the
Seller’s operation of the Business, including (by way of example and not by way
of limitation) North Carolina provider assessment fees, all profit sharing, bonuses,
federal and state employment taxes, withholding taxes, contributions to and
payments due under retirement or other employee benefit plans, as well as wages
and fringe benefits, including accrued vacation pay, of all employees employed at
the Business, employment taxes, sales and use taxes, income taxes, City and/or
County Privilege License fees (which shall be prorated as of the Closing Date),
property taxes on the Assets for the year 2007 (which shall be prorated as of the
Closing Date) and all prior years, utility bills, product liability claims, violations
of any Environmental Law and claims arising from acts or omissions of the Seller
or any of its agents or employees on or prior to the Closing Date under any of the
Contracts. Subject to the terms of Section 15(c) below, the Seller will have
exclusive control over the management and resolution of all Retained Liabilities,
including whether to settle or contest any claims related to such Retained
Liabilities.

3, Purchase Price

(a) Purchase Price. The Purchase Price to be paid by the Purchaser to
the Seller for all of the Assets is Seven million and No/100 Dollars
($7,000,000.00) (the “Purchase Price”).

(b) Statutory Deposit The Purchaser  delivered to Deborah
Crowder, as Clerk to the Seller (herein called “Clerk™) the sum of Three hundred
fifty thousand Dollars ($350,000.00) (the “Deposit”). Throughout the term of this
Agreement, Clerk shall hold and disburse the Deposit in accordance with the
terms and conditions of N.C.G.S. Section 160A-269. On the Closing Date, the
Deposit will be released to the Seller to be applied as part payment of the
Purchase Price. If this Agreement is terminated as provided for herein and the
Purchaser is not in default under this Agreement, the Deposit shall promptly be
returned to the Purchaser.




(c)  Payment of Purchase Price. The Purchaser shall deliver and pay
the Purchase Price less the Deposit and less any Prorations to the Seller by wire,
certified check or other immediately available funds at Closing.

(d) Allocation of Purchase Price. The Purchase Price will be allocated
among the acquired Assets as shown on Schedule 3(d). The Seller and the
Purchaser will cooperate in the preparation of IRS Form 8594 (the Asset
Acquisition Statement™) reflecting the allocation shown on Schedule 3(d) (the
“Allocation”) and the consideration received under related agreements, and each
will file Form 8594 reflecting the same information with its income tax returns for
its fiscal year in which the Closing occurs. If any tax authority disputes the
Allocation, the Seller or the Purchaser, as the case may be, will promptly notify
the other party of the nature of such dispute and will provide reasonable
cooperation with the goal of resolving such dispute.

(e) Prorations. Except as otherwise set forth herein, all (i) taxes and
fees resulting from the operation of the Business; (ii) license or registration fees;
and (iii) sewer rents or charges for water, telephone, electricity, fuel or other
utilities related to the Assets shall be prorated as of the Closing, with the Seller
liable to the extent such items relate to any time period up to the Closing and
Purchaser liable to the extent such items relate to periods including and
subsequent to the Closing (the ‘“Prorations”).

4. Disclosure of Information

Between the date of this Agreement and the Closing, the Seller will, and will
cause its representatives to, (i) afford the Purchaser and its representatives full and free
access at all reasonable times to the Seller’s personnel, properties, contracts, books and
records, and other documents and data, (ii) furnish the Purchaser with copies of all such
contracts, books and records, and other existing documents and data as the Purchaser may
reasonably request, (iii) allow the Purchaser and its representatives full and free access at
all reasonable times to inspect, conduct testing and survey the Real Property, and (iv)
furnish the Purchaser with such additional financial, operating, and other data and
information as the Purchaser may reasonably request. The Seller has provided to the
Purchaser certain books and records including the following:

a. The fixed asset list, including dates of purchase, costs, depreciable
values, titles, and any appraisals, liens, etc.

b. Human resources information, including a list of employees, job
descriptions, employment history and wage and benefit information from 2005
through the present.

c. Employment, confidentiality, non-competition and other coniracts
with employees.



d. The compensation structure for all salaried employees, including
the amounts of all salaries, bonuses and other compensation and benefits from
2005 through the present, and the method of determining each element of
compensation.

€. The Seller’s reviewed income statements and balance sheets for
2005 through the present, and any internal year-to-date financial statements for
2008.

f. Information regarding capitalization of the Seller.
2. Year-end accounts receivable agings for 2005 through 2007, and

accounts receivable agings for each of the last two months, with a list of any
writeoffs.

h. All tax returns and related records from 2005 through the present.

1. Year-end inventory schedules for 2005 through 2007 and the last
two months.

i A list of all purchase contracts and monthly inventories.

k. Documents related to all pending litigation involving the Seller and

all complaints or claims by or against the company.
1. All insurance records related to the Seller.

m. All permits held by the Seller, and documents and records related
to those permits.

1. All leases and notes of any kind, and if related to the acquisition of
equipment, a list of all such affected equipment.

0. All electric contracts.

. A current patient census (using codes if desired).

r. All computer hardware and accounting narrative.

S. All communications to or from local, state and federal taxing

authorities since January 1, 2003 other than routine matters that do not involve
potential tax liability issues.

5. Representations, Warranties and Covenants of the Seller




The Seller represents warrants and covenants to the Purchaser as follows:

(a) Organization and Qualification; Ownership of the Seller. The
Seller is a nonprofit corporation duly incorporated and validly existing under the
laws of North Carolina. The Seller has all requisite corporate power and authority
to own, lease and operate its properties and assets and to carry on the Business as
it is now being conducted. There are no options, contracts, warrants of rights,
contractual or otherwise, outstanding for the purchase or other acquisition of any
ownership interest from the Seller.

(b) Required Consents; Conflicts; Defaults. The execution, delivery
and performance of this Agreement and all instruments and documents to be
delivered by the Seller to complete this transaction (i) are within the power and
authority of the Seller, respectively, (ii) do not require the consent or approval of
any other Person, (iii) do not require the consent or approval of or filing with any
governmental body, (iv) will not require any consent, approval or notice under
and will not conflict with, or result in the breach or termination of any provision
of, or constitute a default under, or result in acceleration of the performance of the
obligations of any of the Seller, under, or result in the creation of a lien, charge or
encumbrance upon any of the properties or assets of the Seller pursuant to, such
corporation’s charter or bylaws or any mortgage, deed of trust, indenture, lease,
contract, instrument or other agreement, or any order, judgment or decree, to
which the Seller is a party or by which it or any of its assets or properties are
bound, (v) will not violate any law, statute, rule, regulation or order of any
governmental body, and (vi) will not result in the creation or imposition of any
lien upon any of the Assets.

(c) Binding Obligation. This Agreement has been duly authorized,
executed and delivered by the Seller and constitutes the legal, valid and binding
obligation of Seller and enforceable against it in accordance with its terms. The
agreements and other instruments attached as Exhibits and Schedules and such
agreements, instruments and documents to be delivered at Closing to which the
Seller is a signatory have been duly authorized, executed and delivered by all
requisite corporate action of the Seller, and such agreements and instruments
constitute the legal, valid and binding obligations of Seller, respectively,
enforceable in accordance with their terms.

(d) Title to Assets; Absence of Liens and Encumbrances. The Seller
has good and marketable title to all of the Assets, free and clear of all mortgages,
deeds of trust, claims, liens, security interests and other encumbrances, except
(i) as specifically disclosed in Schedule 5(d), (ii) applicable zoning laws and
ordinances, provided that they do not prohibit or restrict the use of the Real
Property as a skilled nursing facility; (iii) minor utility easements not adversely
affecting Purchaser’s intended use of the Real Property as a skilled nursing
facility; (iv) liens for taxes not yet due and payable, and (v) such imperfections of




title, pledges, liens and encumbrances, if any, as do not materially detract from
the value or interfere with the present use of the properties of the Seller or
otherwise materially impair the Seller’s business operations. The foregoing title
exceptions are herein referred to collectively as the “Permitted Exceptions.”

(e) Litigation. Except as disclosed in Schedule 5(e), no litigation, at
law or in equity, or any proceeding before any governmental body, is pending or
threatened against the Business, the Seller, or any of the Assets. There is no
litigation, proceeding, investigation or arbitration pending, or to the knowledge of
the Seller, threatened that seeks to enjoin the consummation of, or questions the
validity of, any of the transactions contemplated by this Agreement, or that would
question the validity or enforceability or impair the validity or enforceability of or
the ability of the Seller to perform its obligations under this Agreement. To the
knowledge of the Seller, no basis exists for the commencement of any such
litigation or proceeding.

(€3] Conduct of the Business. From and after the date of this
Agreement and until the Closing Date:

(1) The Business will be operated lawfully and in the usual and
ordinary manner in which it has been conducted in the past; during such
period, the Seller will not enter into any commitments that are outside the
scope of the normal course of routine operations that will have a material
adverse impact on the Assets;

(i)  The Seller will keep in a normal state of repair and
operating efficiency all machinery and equipment included in the Assets;

(iii)  The Seller will use its best efforts to maintain the good will
associated with the Business, and the existing business relationships with
the Seller’s patients and suppliers, and will notify the Purchaser promptly
of any loss of any accounts that, alone or in the aggregate, would have a
material adverse effect on the Business;

(iv)  The Seller will not enter into any contract, agreement or
transaction, or relinquish or release any rights or privileges under any
contracts or agreements, the performance, violation, relinquishment or
release of which could be reasonably foreseen to have a material adverse
effect on the Assets, the Business or course of the Business;

v) The Seller will not sell, transfer or dispose of any Assets
outside the ordinary course of business;

(vi)  The Seller will give prompt notice to the Purchaser of (A)
any notice of, or other communication it receives relating to a default or
that would cause any warranty or representation under this Section 5 to be



untrue or misleading, (B) any notice or other communication from any
third party alleging that the consent of such third party is or may be
required in connection with the transactions contemplated by this
Agreement and (C) any event that the Seller reasonably believes could
have a material adverse effect on the Business or the Assets, or that could
impair the ability of the Seller or the Purchaser to perform any obligation
under this Agreement or the related agreements and documents;

(vii)  The Seller will keep true, complete and correct books and
records of all accounts being transferred, and all entries have been made of
all transactions with such accounts on a basis consistent with past
practices and in accordance with Generally Accepted Accounting
Principles consistently applied,

(viii) The Seller will not incur any obligation or liability
(contingent or otherwise) relating to the Business except (i) normal trade
or business obligations incurred in the ordinary course of business, the
performance of which will not, individually or in the aggregate, have an
adverse effect on the Business, or its prospects, financial condition or
results of operations, and (ii) obligations under contracts and agreements
described in this Agreement or the Schedules hereto, the performance of
which will not, individually or in the aggregate, have an adverse effect on
the Business, or its prospects, financial condition or results of operations;

(ix)  The Seller will not incur any indebtedness for borrowed
money secured by any of the Assets;

(x) The Seller will not mortgage, pledge or subject to any lien,
charge, security interest or other encumbrance, any of the Assets, tangible
or intangible, except for the liens of real or personal property taxes not yet
due and payable;

(xi)  The Seller will not sell, assign, transfer, lease or otherwise
dispose of or agree to sell, assign, transfer, lease or otherwise dispose of,
any of the properties or assets utilized in the Business, except for a fair
consideration in the ordinary course of business;

(xii) Unless disclosed to the Purchaser and approved by the
Purchaser, the Seller will not pay any bonus or similar payment or make or
grant any general or specific wage or salary increases or enter into any
employment confract with any employee of the Business that is not
terminable by the Seller at will without penalty, or adopt any increase in
any bonus, incentive compensation, pension, profit sharing or other
employee benefit plan or arrangement;

(xii1) The Seller will not suffer any material casualty loss or
damage to the Assets, if such loss or damage is not covered by insurance;



and

(xiv) The Seller will not enter into any agreements or
commitments, whether in writing or otherwise, to take any action
described in this Section 5(f).

(2) Balance Sheets. The unaudited balance sheets attached as
Schedule 5(g) (the “Statement”), fairly represent, in all material respects, the
assets and liabilities of the Business to be acquired by the Purchaser as of
December 31, 2007 (the “Statement Date”), and have been prepared in
accordance with generally accepted accounting principles.

(h) No Undisclosed Liabilities. Except as and to the extent disclosed
in the Statement or as set forth in Schedule 5(h), as of the Statement Date, in all
material respects, the Seller does not have knowledge or notice of any liabilities
or obligations of any kind, whether accrued, absolute, contingent or otherwise,
relating to the Business of a kind required to be disclosed on a balance sheet
prepared in accordance with generally accepted accounting principles.

(1) No Material Adverse Change. From the Statement Date, there has
been no material adverse change in the assets, liabilities, properties, business,
prospects, results of operations or financial condition of the Business, and there
will not be any material damage, destruction or loss from the Statement Date to
any of the properties or assets of the Business, whether or not covered by
insurance.

) Tax Matters. Except as disclosed on Schedule 5(3), (i) all federal,
state and local tax returns, reports and statements (including without limitation all
income tax, unemployment compensation, social security, payroll, sales and use,
excise, privilege, property, ad valorem, franchise, license, school and any other
tax under laws of the United States or any state or municipal or political
subdivision thereof) required to be filed by the Seller that relate in any manner to
the Business (the “Tax Returns”) have been filed on a timely basis with the
appropriate governmental agencies in all jurisdictions in which such returns,
reports and statements are required to be filed, and all such returns, reports and
statements reflect accurately the tax liabilities of the Seller for the periods,
properties or events covered thereby; (ii)all federal, state and local taxes,
assessments, interest, penalties, deficiencies, fees and other governmental charges
or impositions, including those enumerated above in respect of the Tax Returns,
which are called for by the Tax Returns, or claimed to be due by any taxing
authority from the Seller, or upon or measured by properties, assets or income of
the Seller (the “Taxes”), have been paid (other than Taxes the liability for which
is adequately reserved for in the Statement); (iii) the Seller has not received any
notice of assessment or proposed assessment from the Internal Revenue Service
or any other taxing authority in connection with any Tax Returns and there are no
pending tax examinations of or tax claims being asserted against the Seller or any
of its assets or properties; (iv) there is no examination by the Internal Revenue
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Service or any state or other taxing authority affecting the Seller presently
pending or, to the knowledge of the Seller, contemplated; (v) all payroll, sales and
any other taxes relating to the Business which the Seller is required by law to
withhold or collect have been withheld or collected and have been paid over to the
proper governmental authorities or are properly held by the Seller for such
payment; and (vi) no waivers of statutes of limitations with respect to any Tax
Returns of the Seller nor extensions of time for the filing of Tax Returns or
assessments of any tax have been requested or given.

(k)  Material Contracts. Schedule 2(a)(vi) is a complete and accurate
list of the Acquired Contracts. The Seller has made available to the Purchaser a
correct and complete copy of each Acquired Contract listed on Schedule 5(k).
With respect to each Acquired Contract so listed: (i) the contract is in full force
and effect; (ii) the Seller is not in breach or default, and no event has occurred that
with notice or lapse of time or both would constitute a breach or default by the
Seller or permit termination, modification, or acceleration against the Seller;
(ii1) the Seller has not repudiated or waived any material provision; and (iv) no
other party to such contract is in default in any material respect or has repudiated
or waived any material provision. With respect to any lease disclosed pursuant to
this Section 5(k), all rents and other amounts currently due have been paid; no
material waiver or indulgence or postponement of any obligation has been granted
by any lessor or sublessor or been requested by any lessee or sublessee, and the
Seller has not received any notice that the Seller or any other party to such lease
has breached any term, condition or covenant of the lease.

D Compliance with Laws. The Business is in compliance in all
material respects with all applicable federal, state, local and foreign laws,
ordinances, regulations, orders, judgments and decrees, including, without
limitation, all federal, state and local labor and employment laws, and the Seller
has not received notice of any alleged or potential violation of any such law,
ordinance, regulation, order, judgment or decree.

(m) Governmental Licenses, Permits and Related Approvals. The
Seller has all licenses, permits, certificates, consents, approvals, authorizations,
qualifications and orders of all federal, state and local governmental authorities
(collectively, “Permits”) that are required to enable the Seller to conduct the
Business as presently conducted. No proceeding is pending or threatened to limit,
suspend or revoke any Permit, and no cause exists for such suspension or
cancellation. The Seller has no information or reason to believe that any Permits
will not be transferred or reissued to the Purchaser. The Seller will fully
cooperate with the Purchaser to facilitate the transfer or reissuance of the Permits
to the Purchaser.

(n) Labor Matters. There are no controversies pending or threatened
between the Seller and any of its employees, former employees, drivers, job
applicants or any association or group of such persons relating to employment in
the Business and the Seller has not taken or failed to take any action which would
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provide a reasonable basis for such a controversy. The Seller has complied in all
material respects with all laws applicable to it relating to the employment of labor
in the Business, including any provisions thereof relating to wages, hours,
collective bargaining and the payment of social security, unemployment
compensation and similar taxes. To the best of the Seller’s knowledge, there are
no employees in the Business who have indicated that they will not continue to be
available for employment by the Purchaser after the Closing on substantially the
same terms as presently employed. Purchaser acknowledges that certain of its
principals have a pre-existing relationship with the Business and with employees
of the Business. The parties agree that certain employees may choose to
terminate their employment by the Business solely as a result of Purchaser’s
purchase, and Seller makes no representation as to any employee who may choose
to terminate employment on this basis.

(0) Patient Census. Schedule 5(q) lists the patient census as of March
15, 2008. To the best knowledge of the Seller, except as set forth on Schedule
5(q), the consummation of the transactions contemplated by this Agreement will
not affect in any material respect the relationship of the Business with any Person

listed on Schedule 5(q).

(p) Employee Benefit Plans.

(1) Schedule 5(r)-1 sets forth a list of each pension, profit
sharing, thrift, 401(k) or other retirement plan, employee stock ownership
plan, SIMPLE IRA deferred compensation, stock option, stock purchase,
performance share, bonus or other incentive plan, severance plan, health,
group insurance or other welfare plan, vacation and leave policies, and
other similar plan, agreement, policy or understanding, including without
limitation, any “employee benefit plan” within the meaning of Section
3(3) of ERISA, under which Seller or any ERISA Affiliate has any current
or future obligation or liability with respect to any employee who works in
the Business or under which any such employee (or any beneficiary of
such an employee) has any current or future right to benefits in connection
with or related to their employment with the Business (each such plan,
agreement, policy or understanding being hereinafter referred to
individually as a “Plan”). Except as described on Schedule 5(r)-1 , the
Seller has delivered to the Purchaser true and complete copies of the
summary plan description for each Plan or a copy of the Plan itself.

(i1) The Seller has made or will make all contributions required
to be made by the Seller under each Plan, and the Purchaser will have no
liability to any employee or former employee of the Seller under any Plan
of the Seller.

(ii1)  The Seller will be responsible for the due termination and
payment of benefits under all of the Seller’s Plans, and the Purchaser will
have no liability with respect thereto.
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(iv) The Seller does not maintain any welfare benefit plan
within the meaning of ERISA Section 3(1) that provides for continuing
benefits or coverage for any participant or beneficiary of a participant after
such participant’s termination of employment, except as may be required
by the Consolidated Omnibus Budget Reconciliation Act of 1985, as
amended (“COBRA”) and the regulations thereunder and at the expense of
the participant or the beneficiary of the participant.

(v) The Seller has complied with the notice and continuation
coverage requirements of COBRA and the regulations thereunder.

(vi)  The Seller has complied and has caused the group health
plans which it sponsors to comply in all material respects with the
requirements of the Health Insurance Portability and Accountability Act of
1996, as amended, (“HIPAA”) and the regulations thereunder to the extent
that the provisions of HIPAA and the regulations thereunder apply to it as
covered entities.

(vil)  There has been no mass layoff or plant closing as defined
by the Worker Adjustment and Retraining Notification Act or any similar
state or local “plant closing” law with respect to the employees of Seller,
and the transactions contemplated hereunder will not constitute a mass
layoff or plant closing under the federal, state or local laws.

(viil) Except as disclosed on Schedule 5(r)-2, the consummation
of the transactions contemplated by this Agreement will not result in an
increase in the amount of compensation or benefits or create an obligation
for severance pay, or accelerate the vesting or timing of payment of any
compensation or benefits payable to or in respect of any employee or
former employee of the Seller.

(s) Insurance. Schedule 5(s) sets forth a list and brief description
(specifying the insurer and briefly describing each pending claim) of all policies
or binders of fire, liability, product liability, group health, vehicular and other
insurance relating to the Business held by or on behalf of the Seller for the last ten
(10) years, to the extent such records are available. Schedule 5(s) also sets forth a
list and brief description (specifying the insurer and describing each pending
claim) of all workers’ compensation insurance held by or on behalf of the Seller
covering employees of the Business. The premiums due under all such policies or
binders have been fully paid, provided, however, that with regard to any policy
the premiums for which are paid by the Seller under a normal premium payment
plan, the Seller has paid those portions of the premiums currently due under such
premium payment plan. All policies and binders are in full force and effect, and
the Seller has not received any notice of termination with respect to any such
policy that remains uncured. Except for claims set forth on Schedule 5(s), there
are no outstanding unpaid claims under any such policy or binder, and the Seller
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has not received any notice of cancellation or non-renewal of any such policy or
binder. Except as set forth on Schedule 5(s), the Seller has not received any
notice from any of its insurance carriers that any insurance premiums will be
materially increased in the future or that any insurance coverage listed on
Schedule 5(s) will not be available in the future on substantially the same terms as
now in effect.

®) No Right of Action. The execution of this Agreement and the other
documents contemplated hereby and the completion of the transactions
contemplated hereby will not cause the Purchaser to be liable for damages to any
other Person or give such Person any equitable right against Purchaser or any of
the Assets.

(w) Agreements. The Seller is not a party to any material agreement,
loan, credit, lease, sublease, franchise, license, contract, commitment or
instrument or subject to any corporate restriction (i) the performance or violation
of which could, on the date hereof, reasonably be foreseen to have a material
adverse effect on the Assets, or (i) that could impair the ability of the Seller to
perform any obligation under this Agreement or any document to be entered into
pursuant hereto.

(v) Full Disclosure. All documents and other papers delivered by or
on behalf of the Seller in connection with this Agreement and the transactions
contemplated hereby are true and complete in all material respects. No
representation or warranty of the Seller contained in this Agreement contains an
untrue statement of a material fact or omits to state a material fact required to be
stated therein or necessary to make the statements made, in the context in which
made, not materially false or misleading.

(w)  Condition of Assets. THE ASSETS ARE BEING SOLD AS IS,
WHERE IS, WITH ALL FAULTS. EXCEPT AS SPECIFICALLY SET FORTH
IN THIS AGREEMENT, THE SELLER SPECIFICALLY DISCLAIMS ANY
WARRANTIES OR REPRESENTATIONS OF ANY KIND OR CHARACTER,
EXPRESS OR IMPLIED, WITH RESPECT TO THE PHYSICAL CONDITION
OF THE ASSETS, INCLUDING WITHOUT LIMITATION THE CONDITION,
MERCHANTABILITY, MARKETABILITY, PROFITABILITY, SUITABILITY
OR FITNESS FOR A PARTICULAR PURPOSE.

(x) Environmental Compliance. The Seller’s environmental
representations and warranties are set forth in Section 7 below.

) Termination of Business; Covenant Not To Compete. Upon the
Closing, the Seller will terminate all ongoing operations that relate to skilled
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nursing care and will refer all new skilled nursing patient inquiries to the
Purchaser. The Seller further agrees as follows:

(1) For the five (5) year period commencing on the Closing
Date (the “Non-Compete Period”) and if Purchaser is in compliance with
its obligations herein, the Seller will not directly or indirectly, whether as
owner of an interest or as consultant, employee, partner, venturer, agent,
lender of money or property, renderer of services, or otherwise, compete
in any part of the Restricted Territory with the Purchaser in the business of
skilled nursing care, or assist, or become interested in any Person that so
competes with the Purchaser or affiliate who is an affiliate of Purchaser on
the date of Closing. The Restricted Territory to which this covenant will
apply consists of the geographic area within a five (5) mile radius of the
Real Property. Purchaser shall provide Seller with a list of all of its
affiliates at Closing.

(11)  During the Non-Compete Period, the Seller will not, for its
own account or for the account of any other Person, solicit, endeavor to
entice away from the Purchaser or otherwise interfere with the
relationship of the Purchaser with any employee of the Purchaser, or
induce or attempt to influence any patient of the Purchaser to terminate,
reduce or adversely alter its business dealings with the Purchaser or to
divert the patient’s skilled nursing care from the Purchaser. For purposes
of this restrictive covenant, an employee of the Purchaser includes anyone
employed by the Purchaser at any time during the Non-Compete Period or
whom the Seller employed within six (6) months before the
commencement of the Non-Compete Period. Nothing herein shall prohibit
Seller from offering employment to any employee terminated by
Purchaser or to any employee who independently determines to terminate
employment with Purchaser.

(i1)  The Seller expressly acknowledges and agrees that the
provisions of these covenants in Section 5(y) are fair and reasonable as to
scope, territory and duration.

(iv)  Without limiting any other rights or remedies available to
the Purchaser, the Purchaser will be entitled to an ex parte, temporary,
preliminary and permanent injunction restraining the Seller from any
violation or threatened violation of any of the covenants of this Section
5(y), and to its reasonable legal fees incurred in enforcing the terms of this
section.

As consideration for this Covenant Not to Compete, Purchaser shall pay Seller’s
costs of advertising as required by N.C.G.S. Section 160A-2609.

6. Representations, Warranties and Covenants of the Purchaser
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The Purchaser represents, warrants and covenants to the Seller as follows:

(a) Organization and Authorization. The Purchaser is a limited
liability company duly organized and validly existing under the laws of North
Carolina and has all requisite power and authority to enter into this Agreement
and to consummate the transactions contemplated hereby.

(b) Litigation. No actions, suits or proceedings are pending or
threatened, nor to the knowledge of the Purchaser is there any basis therefor,
against or affecting the Purchaser in any court, before an arbitrator or before or by
any governmental body, that involve the possibility of materially and adversely
affecting the transactions contemplated by this Agreement or that in any way
might adversely affect the validity or enforceability of this Agreement or any
other agreement or instrument to which the Purchaser is or is to be a party relating
to the transactions contemplated hereby.

(c) Transactions are Legal and Authorized; Enforceable Obligation.
The execution, delivery and performance of this Agreement by the Purchaser, and
the Purchaser’s compliance with all the provisions of this Agreement, (i) are
within the power and authority of the Purchaser, (ii) will not conflict with or
result in the breach of any of the provisions of, or constitute a default under, any
agreement or other instrument to which the Purchaser is a party or by which it is
bound, or of any license, law, statute, ordinance, governmental law or regulation
or order applicable to the Purchaser, (iii) have been duly authorized by all
necessary action on the part of the Purchaser, (iv) will not conflict with, result in
the breach of, or constitute a default under, any indenture, mortgage, deed of trust,
lease, agreement, or other instrument to which the Purchaser is a party or by
which it or any of its property is bound and (v) do not require the consent or
approval of or filing with any governmental body, or any other Person. This
Agreement has been duly executed and delivered by the Purchaser, and
constitutes the legal, valid and binding obligations of the Purchaser, enforceable
against the Purchaser in accordance with its terms, except as (x) such enforcement
may be subject to bankruptcy, insolvency, reorganization, moratorium or other
similar laws now or hereafter in effect, or by legal or equitable principles, relating
to or limiting creditors’ rights, and (y) the remedy of specific performance and
injunctive and other forms of equitable or legal relief are subject to certain
equitable defenses, equitable principles and to the discretion of the court before
which any proceeding therefor may be brought.

(d) Full Disclosure. All documents and other papers delivered by or on
behalf of the Purchaser in connection with this Agreement and the transactions
contemplated hereby are true and complete in all material respects. No
representation or warranty of the Purchaser contained in this Agreement contains
an untrue statement of a material fact or omits to state a material fact required to
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be stated therein or necessary to make the statements made, in the context in
which made, not materially false or misleading.

(e) Quality of Care. Purchaser will maintain at least the ratio of direct
care staff to residents that Seller currently maintains at the Business.  There are
no outstanding, identified quality deficiencies at any of Purchaser’s existing long
term nursing facilities, no active investigations by any supervisory, accrediting or
regulatory body and no unresolved surveys or audits by any supervisory,
accrediting or regulatory body.

7. Environmental Matters
Notwithstanding any other provision of this Agreement, the parties agree with
regard to environmental matters related to the contemplated transaction as follows:

(a) The Seller’s Environmental Representations. The Seller represents
that, except as disclosed in Schedule 7(A):

(D To the best knowledge of the Seller, the Seller is not, and at
all times has not been, in violation of any Environmental Law.

(2) The Seller holds all permits, licenses and other approvals
that it has understood were and are required under Environmental Laws
for the conduct of the Business. -

(3) The Seller has not received and has no reason to expect any
actual or threatened claim, citation, directive, inquiry, notice, order,
summons, warning or other communication that relates to any alleged,
actual, or potential violation or failure to comply with any Environmental
Law, or of any alleged, actual, or potential obligation to undertake or bear
the cost of any environmental liabilities, with respect to the Real Property.

(4)  Seller has not caused or permitted the release or threat of
release of any Hazardous Materials at or from the Real Property.

(b) Definitions. For purposes of this Section 7, the following
definitions will apply:

(1) “Environmental Law” means any and all federal, state and
local laws, regulations, ordinances and other requirements relating to
pollution or protection of the environment and human health and safety,
including without limitation the Comprehensive Environmental Response,
Compensation and Liability Act, the Resource Conservation and Recovery
Act, the Toxic Substances Confrol Act, the Clean Water Act, the Clean
Air Act, the Safe Drinking Water Act, the North Carolina Oil Pollution
and Hazardous Substances Control Act, the North Carolina Inactive
Hazardous Sites Act, or any other federal, state or local statutory or
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regulatory program governing environmental conditions at the Property, as
such acts may be amended from time to time.

(2) “Hazardous Material” means any substance, chemical,
waste, contaminant, pollutant, or other material that is or becomes
regulated by any federal, state, or local governmental authority because of
its toxicity, infectiousness, radioactivity, explosiveness, ignitability,
corrosiveness, or reactivity, including, without limitation, those substances
regulated by the Environmental Laws, and also specifically including
petroleum and petroleum products, lead and lead-based paint,
polychlorinated biphenyls, asbestos and asbestos-containing materials,
radiation and radon gas.

8. Cooperation in Transferring Patient Accounts

The parties will work cooperatively to ensure the smooth transfer of the Seller’s
patient accounts to the Purchaser at the Closing as allowed by applicable law. Prior to
the Closing, the parties will jointly develop a plan for informing the Seller’s patients of
the sale, which notification will not occur until after the Closing, and the Seller will after
Closing encourage Seller’s patients to continue doing business with the Purchaser upon
the same terms as they had with the Seller. The Seller also will take whatever additional
reasonable steps are requested by the Purchaser to assist in the transfer of the patient
accounts.

9. Covenants and Agreements

The parties covenant and agree as follows:

(a) Conduct of Business. From the date of this Agreement through the
Closing Date, the Seller will conduct the Business in the ordinary course,
consistent with past practice, and, without the prior written consent of the
Purchaser, the Seller will not take any action that would cause the representations
and warranties contained in Section 5(f) not to be true and correct immediately
after the taking of such action. From the date of this Agreement through the
Closing Date, the Seller will conduct the Business in such a manner so that the
other representations and warranties contained in Section 5, in addition to those
contained in Section 5(f), will continue to be true and correct on and as of the
Closing Date as if made on and as of the Closing Date.

(b) Maintenance of Assets; Casualty Loss. From the date of this
Agreement through the Closing Date, the Seller will maintain the Assets in
customary repair, order and condition, reasonable wear and tear accepted, and, in
the event of a casualty, loss or damage prior to the Closing Date to any of such
assets for which the Seller is insured, the Seller will, at the option of the
Purchaser, and subject to the requirements of any applicable loss payee clauses,
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either to repair or replace such damaged assets or to transfer the proceeds of such
insurance to the Purchaser on the Closing Date.

(c) Notice of Certain Events. The Seller agrees to give the Purchaser
prompt notice of (i) any event, condition or circumstances occurring from the date
hereof through the Closing Date that would constitute a violation or breach of any
representation, warranty or covenant of the Seller contained in this Agreement, or
(i1) any event, occurrence, transaction or other item which would have been
required to have been disclosed in this Agreement or any Schedule or statement
delivered hereunder, had such event, occurrence, transaction or item existed on
the date hereof.

(d) Expenses. The parties to this Agreement will bear their own
respective expenses incurred in connection with the negotiation, preparation,
execution, delivery and performance of this Agreement and the consummation of
the transactions contemplated hereby, including, without limitation, all fees and
expenses of agents, representatives, counsel and accountants.

(e) Indemnification of Brokerage. The Seller represents and warrants
that no broker, finder, agent or similar intermediary has acted on behalf of the
Seller in connection with this Agreement or the transactions provided for herein,
and that there are no brokerage commissions, finder’s fees or similar fees or
commissions payable with respect to this Agreement or such transactions based
on any agreement, arrangement or understanding with the Seller, or any action
taken by the Seller. The Seller agrees to indemnify and save the Purchaser
harmless from any claim or demand for commission or other compensation by
any broker, finder, agent or similar intermediary claiming to have been employed
by or on behalf of the Seller, or any affiliate of the Seller, and to bear the cost of
legal expenses incurred in defending against any such claim. The Purchaser
represents and warrants to the Seller that there are no brokerage commissions,
finder’s fees or similar fees or commissions payable in connection with this
Agreement or the transactions provided for herein based on any agreement,
arrangement or understanding with the Purchaser, or any action taken by the
Purchaser. The Purchaser agrees to indemnify and save the Seller harmless from
any claim or demand for commission or other compensation by any broker,
finder, agent or similar intermediary claiming to have been employed by or on
behalf of the Purchaser and to bear the cost of legal expenses incurred in
defending against any such claim.

(H Exclusive Dealing. From the date of this Agreement until it is
terminated or until the Closing Date, the Seller agrees that it will not, directly or
indirectly, encourage, initiate or engage in discussions or negotiations with, or
provide any information to, any corporation, partnership, person or other entity or
group, other than the Purchaser, concerning any purchase of any interest in the
Business, or any merger, sale of substantial assets or similar transaction involving
the Business except as required by applicable law.
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(g) Further Assurances. FEach of the parties will execute such
agreements, certificates, documents and other instruments and take such further
action as may be reasonably necessary or appropriate to carry out the provisions
of this Agreement and the contemplated transactions. Each party will use its best
commercially reasonable efforts to fulfill or obtain the fulfillment of all
conditions to the Closing.

(h) Signage and Naming Rights So long as Purchaser owns the Real
Property, the Purchaser will agree to leave in place and maintain the current
internal signage related to donations made to fund Pardee Care Center and its
construction if the respective donors so desire. Purchaser agrees to remove any
signage related to a donation at the request of the donor. After Closing, Purchaser
shall not have the right to use the name “Pardee Care Center” or to maintain any
signage on the Property using the name “Pardee” without the explicit written
consent of Seller. Purchaser shall have a period of thirty (30) days to remove all
signage containing any reference to “Pardee Caree Center” or “Pardee”.

(1) Placement of Difficult to Place Patients The Purchaser will use its
best efforts to admit “difficult to place residents” from the Seller in the course of
operating the Business. The Purchaser has a history of assisting in the placement
of difficult to place residents and intends to continue this practice. The
Purchaser’s affiliates have a history of routinely accepting difficult to place
residents with the following diagnoses, co-morbidities, excessive expense, payer
issues, that others may not consider, including, by way of example, but not
limited to: tracheotomy patients, patients with Decubitus ulcers of all stages,
intravenous (IV) antibiotics patients, patients receiving/having wound vac
treatments, bariatric patients, residents requiring bi-pap assistance, residents with
HIV, residents with MRS A, Medicare replacement plan recipients, Medicaid only
participants, and Medicaid “pending” patients. Purchaser agrees to engage in a
good faith review of its efforts to place such residents with Seller on a periodic
basis, and the parties’ representatives shall meet for such purpose on a quarterly
basis.

() Quality of Care. Purchaser shall maintain an appropriate
infrastructure to monitor and assure a high quality of care at the Business. Such
infrastructure shall be at least to industry standards and shall insure that all
complaints receive attention from an objective person in such position, or with the
necessary authority, to resolve such complaint. Purchaser shall maintain at least
the same ratio of staff to residents as is described herein above in Paragraph 6.(e).

(k) Current Emplovees At  Closing.  Purchaser  shall  offer
employment to all then-current employees of the business. Employment shall be
at each employees’ then-current pay rate and tenure. Benefits offered to
employees will be consistent with those offered by Purchaser to employees of its
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other long term skilled nursing facilities, and responsive to the regional
employment market for skilled nursing facility staff.

) Continuing Contracts and Relationships. Purchaser shall enter
into such assumption agreements or other agreements as is necessary for
Purchaser to be obligated to continue providing services to Hospice of Henderson
County, Inc. and to Seller’s adult day care facility known as “the Pavilion” at the
same level as Seller has historically provided to such facilities.

10. Documents to be Delivered at Closing by the Seller
The Seller will deliver to the Purchaser the following at Closing:

(a) Seller’s Certificate. A Certificate executed by the Seller, dated as
of the Closing Date, stating that all of the representations, warranties and
covenants made by the Seller are true and correct and fully performed and
complied with on and as of the Closing Date as if made anew on such date. Such
Certificate will annex the resolutions or written consents authorizing the
negotiation and execution of this Agreement and all other collateral agreements or
instruments required hereunder to which the Seller is a party, and authorizing the
performance of the terms thereof.

(b) Certificate of Existence. A Certificate of Existence issued by the
North Carolina Secretary of State, as of a recent date, for the Seller.

(c) Patient and Supplier Information. Copies of all Acquired
Contracts, and all books and records related to the Seller’s patient and supplier
accounts and all other Assets.

(d) Transfer Documents. A Bill of Sale and Assignment and
Assignment and Assumption Agreement, in the forms attached as Exhibit
10(d)(1) and Exhibit 10(d)(2), and such other certificates of title, assignments and
other instruments of transfer in form and substance satisfactory to the Purchaser
and sufficient to effectively vest in the Purchaser all of the Seller’s right, title and
interest in and to all of the Assets, including the Acquired Contracts, free and
clear of any and all liens, encumbrances, security interests and claims except the
Assumed Liabilities.

(e) Consents. All consents and approvals required for the execution,
delivery and performance of this Agreement by the Seller.

) Department of Revenue Clearance. A statement from the Secretary
of the North Carolina Department of Revenue pursuant to N.C. G.S. Sec. 105-
164.38(b) dated within ten days of Closing showing that Seller’s sales and use
taxes have been paid or no such taxes are due by Seller.

[y
—

Documents to be delivered by the Purchaser
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The Purchaser will deliver the following at Closing to the Seller:

(a) Payment of Purchase Price. The amount provided for in Section
3(a) and paid in the manner provided in Section 3(c).

(b) Officer’s Certificate. An Officer’s Certificate from the Purchaser
dated as of the Closing Date, stating that all of the representations, warranties and
covenants made by the Purchaser are true and correct and fully performed and
complied with in all material respects on and as of such date.

(c) Certificate of Existence. A Certificate of Existence issued by the
North Carolina Secretary of State, as of a recent date, for the Purchaser.

(d) Consents and Approvals. All consents and approvals required for
the execution, delivery and performance of this Agreement by the Purchaser.

12. Closing

The Closing will take place by the delivery of all of the Assets and payment of the
Purchase Price and will take place on the Closing Date. The Closing will take place at
Young Moore and Henderson, PA, 3101 Glenwood Avenue, Suite 200, Raleigh, North
Carolina. The parties agree that neither Seller nor any agent or representative of Seller
shall be required to personally attend Closing in Raleigh, North Carolina.

All transactions to be effected by this Agreement at the Closing will be deemed to
occur nearly simultaneously, and no such transaction will be deemed to have occurred
unless all such transactions have occurred. All documents and items required to be
delivered at the Closing by any party will be deemed initially delivered in escrow. No such
document will be released from escrow unless all documents have been delivered in
escrow, whereupon all will be deemed released together.

13. Conditions to the Purchaser’s Oblisation to Close

The obligation of the Purchaser to consummate the transactions contemplated by
this Agreement is subject to satisfaction on or before the Closing Date of each of the
following conditions unless waived in writing, in whole or in part, by the Purchaser,
provided, however, that any waiver of a condition will not be deemed a waiver of any
breach of any representation, warranty or covenant by the Seller except to the extent
expressly so waived.

(a) Representations, ~Warranties and Covenants. All  of the
representations, warranties and covenants made by Seller in this Agreement will
be true and correct and fully performed and complied with in all material respects
on and as of the Closing Date, as if made thereon.
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(b) No Adverse Change. Since the date of this Agreement, there will
have been no material adverse change in the financial condition, results of
operations, business or prospects of the Seller, or in the condition of the Real
Property except as such change may be directly related to Purchaser’s
involvement in this transaction.

(c) No Casualty. Since the date of this Agreement, no damage,
destruction or loss, whether or not covered by insurance, adversely affecting in
any material respect any of the properties or assets of the Seller will have
occurred.

(d)  No Proceeding or Litigation. No action, suit, claim, proceeding or
investigation before any federal or state court or any federal or state governmental
or regulatory authority will have been commenced, and no action, suit, claim or
proceeding by any such governmental or regulatory authority will have been
threatened, against the Seller or the Purchaser seeking to restrain, prevent or
change the transactions contemplated by this Agreement or seeking material
damages in connection with any of such transactions.

(e)  Real Estate Purchase Agreement. Concurrently with the Closing,
the Purchaser will have entered into a mutually satisfactory real estate purchase
agreement with Henderson County regarding the Real Property, in substantially
the form attached hereto as Exhibit 13(g) (the “Real Estate Purchase
Agreement”). The closing of the acquisition by the Purchaser of the Real
Property will occur simultaneously with the closing of the transaction
contemplated by this Agreement.

H Other Documents and Instruments to be Delivered by the Seller..
The Seller will have delivered to the Purchaser all documents referred to in
Section 10 and all other documents and instruments required to be delivered by
the Seller.

(2) Government Approvals and Provider Numbers.  The Purchaser
shall have obtained all necessary government approvals, certificates and authority
to conduct the Business together with all necessary provider numbers, providing
that Purchaser shall have made a diligent and good faith effort to obtain such
approvals, certificates and numbers and any failure to obtain such approvals,
certificates or authority is not the proximate result of Purchaser’s conduct or
misconduct. Notwithstanding anything contained herein to the contrary, this
condition shall be deemed to be satisfied ninety (90) days after Closing. If
Purchaser is delayed in obtaining its Permits and such delay exceeds the Closing
Date, Lessee agrees to continue to operate the facility and enter into a lease for the
facility from Purchaser on terms that make it financially neutral to Purchaser and
Lessee in closing on the Property until Purchaser obtains its Permits or for a
period of ninety (90) days, whichever is earlier. Notwithstanding the foregoing, if
it is finally determined that Purchaser is ineligible to obtain its Permits, Purchaser
must close and cannot assert this paragraph as condition of closing or, in the
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alternative, Purchaser may choose not to close and forfeit its Deposit and Seller
shall be barred from asserting any further claim for damages under this
Agreement. The Seller shall, to the extent possible, assign all provider numbers
and government approvals and certificates to the Purchaser.

(1) Statutory Compliance and Expiration of Upset Bid Period. Seller
shall comply with all statutory procedures for the sale of the Assets to Purchaser.

14. Conditions to the Seller’s Obligation to Close

The obligation of the Seller to consummate the transactions contemplated by this
Agreement is subject to the satisfaction, in all material respects, on or before the Closing
Date of each of the following conditions unless waived in writing, in whole or in part, by
the Seller; provided, however, any waiver of a condition will not be deemed a waiver of
any breach of any representation, warranty or covenant by the Purchaser:

(a) Representations, Warranties and Covenants. All of the
representations, warranties and covenants made by the Purchaser in this
Agreement will be true and correct and fully performed and complied with in all
material respects on and as of the Closing Date, as if made thereon.

(b) Other Documents and Instruments. All documents and instruments
required to have been delivered by Purchaser at Closing will have been delivered.

15. Termination and Remedies for Breach of this Agreement

(a) Failure to Satisfy Conditions to Closing. If any of the Conditions
to the Purchaser’s obligation to close in Section 13 or any of the Conditions to the
Seller’s obligation to close in Section 14 will not have been met or waived by the
Closing Date, the party whose obligations are subject to such conditions may
terminate this Agreement in accordance with this Section 15. In addition, this
Agreement may be terminated without any liability to any other party to this
Agreement or further obligation of any party at any time by written consent of all
the parties.

(b)  Notice of Termination. Notice of termination specifying in
reasonable detail the cause will be given not less than one week before the
effective date of such termination. If no effective date is specified then it will be
deemed to be the end of the fifth business day following the date of the notice.
Termination will not be effective if the cause has been cured before the effective
date.

(c) Default; Remedies on Termination. In the event of a material
breach of any representation, warranty, covenant or condition of this Agreement
by the Purchaser, on the one hand, or by the Seller, on the other hand, which
occurs prior to Closing and becomes known to the party not in breach (the “Non-
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Defaulting Party”) prior to Closing, the Non-Defaulting Party will be entitled to
issue a notice of termination and to seek and obtain any remedy available to it at
law or in equity, including but not limited to (i) money damages from the parties
in breach (which damages will include but will not be limited to such Non-
Defaulting Party’s costs and expenses, including attorneys’ and accountants’ fees,
incurred in connection with the negotiation and execution of this Agreement),
plus its costs and attorneys’ fees in connection with the pursuit of its remedies,
and/or (ii) an order of specific performance of this Agreement by the parties in
breach, from a court of competent jurisdiction in Wake County. All remedies may
be pursued cumulatively, simultaneously and/or in the alternative.

17. Indemnification

(a) Applicability. The provisions of Section 17(b), (c), (e) and (f)
below apply to any costs, fees, liabilities, taxes, charges, claims, expenses, losses
and damages, including reasonable legal fees and expenses (both those legal costs
incurred in connection with the defense or prosecution of the identifiable claim
and those incurred in connection with the enforcement of this provision)
(collectively, “Losses”), other than Losses that arise from environmental
conditions, events or occurrences. Losses that arise from environmental
conditions, events or occurrences are addressed exclusively in Section 7 and
Section 17(d).

(b) Indemnification by the Seller . The Seller agrees to indemnify and
defend the Purchaser from and against all Losses incurred by the Purchaser or any
of its affiliates, or any of their respective officers, directors or affiliates
(collectively, the “Purchaser Losses™) as a result of arising out of:

(1) any material inaccuracy in or breach of any of the Seller’s
representations, warranties, covenants, obligations or agreements
contained in this Agreement or in any agreement, certification, schedule,
exhibit or writing delivered pursuant to this Agreement;

(i) any Retained Liability for which the Purchaser is or
becomes legally liable;

(iii)  any Retained Asset not assumed by the Purchaser;

(iv)  the operation of the Business prior to Closing;

(v) any and all taxes of the Seller, including without limitation
any sales and use taxes owed by the Seller for which the Purchaser may be
held liable by reason of the Seller’s failure to provide the Purchaser with a

certificate from the North Carolina Department of Revenue showing that
no sales and use taxes are due by the Seller;
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(vi) any and all liabilities of the Seller arising prior to the
Closing Date; or

(vii) any liability for Seller’s obligations under Section 20(j) of
this Agreement.

(c) Indemnification by the Purchaser. The Purchaser agrees to
indemnify and defend the Seller from and against all Losses incurred by the Seller
(collectively, the “Seller Losses”) as a result of or arising out of:

(1) any material inaccuracy in or breach of any of the
Purchaser’s representations, warranties, covenants, obligations or
agreements contained herein or in any agreement, document, schedule,
exhibit or writing delivered pursuant hereto;

(i1) any Assumed Liability for which the Seller is legally liable;

(ii1)  the operation of the Business after Closing;

(iv)  any and all taxes of the Purchaser;

v) any and all liabilities of the Purchaser arising after the
Closing Date; or

(vi)  any liability for Purchaser’s obligations under Section 20(j) of this
Agreement.

(d) Indemnification Claims.

(1) With respect to a claim for indemnification arising under
Section 7(e) herein, the Indemnified Parties will promptly notify the
Indemmnifying Party of the claim or potential liability for which
indemnification is provided herein; provided, however, that the failure
promptly to give such notice will affect any Indemnified Party’s rights
hereunder only to the extent that such failure actually materially and
adversely affects any Indemnifying Party, its rights or its ability to defend
such claim.

(1)  Within thirty (30) days after delivery of the notification
described in Section 17(d)(i), the indemnifying party may, upon written
notice to the indemnified party, assume control of the defense of such suit
or proceeding with counsel reasonably satisfactory to the indemnified

party.

(uii)  With respect to a claim for indemnification arising out of or
involving an assertion by a third party of liability on the part of an
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indemnified party, the indemnified party and the indemnifying party will
cooperate in the defense of such claim. The indemnified party will have
the right to retain its own counsel and to participate in the defense, but the
fees and expenses of such counsel will be at the expense of the
indemnified party unless the indemnifying party and indemnified party
otherwise agree in writing.

(iv)  Notwithstanding the foregoing, the Indemnifying Party
may not assume control of the defense of a suit or proceeding alleging
criminal liability of the Indemnified Party or in which injunctive relief is
sought against the Indemnified Party, unless the Indemnified Party
consents. In the absence of consent by the Indemnified Party in such case,
each party will control its own defense. In such case, neither party will
agree to any settlement of, or the entry of any judgment arising from, any
such suit or proceeding without the prior written consent of the other
party, which will not be unreasonably withheld or delayed.

(v)  In order to seek indemnification under this Section 17(d)
an Indemnified Party will give a claim notice to the Indemnifying Party
which contains (1) a description and the amount, if capable of estimation,
of the losses incurred or reasonably expected to be incurred by the
Indemnified Party (the "Claimed Amount"), (2) a statement that the
Indemnified Party is entitled to indemnification under this Section 17(d)
for such losses and a reasonable explanation of the basis therefor, and (3) a
demand for payment (a "Claim Notice").

(vi)  Within ten (10) days after delivery of a Claim Notice, the
Indemnifying Party will deliver to the Indemnified Party a response in
which the Indemnifying Party will:

1) agree that the Indemnified Party is entitled to
receive all of the Claimed Amount in which case the response will
be accompanied by a payment by the Indemnifying Party to the
Indemnified Party of the Claimed Amount, by check or by wire
transfer in exchange for a release of further liability by the Claim
Notice;

(2) reach agreement with the Indemnified Party upon
the amount that the Indemnified Party is entitled to receive, in
which case the response will be accompanied by a payment by the
Indemnifying Party to the Indemnified Party of the agreed amount,
by check or by wire transfer in exchange for a release of further
liability for claims covered by the Claim Notice; or

(3) dispute that the Indemnified Party is entitled to

receive the Claimed Amount or any agreed amount. If the
Indemnifying Party in the response disputes its liability for all or
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part of the Claimed Amount, the Indemnifying Party and the
Indemnified Party will use good faith efforts to resolve the dispute.

(vii) The Indemnifying party will have the right to settle or
compromise any claim or liability subject to indemnification under this
Section 17(d) which is susceptible to being settled or compromised,
provided, however, that any such settlement will require the consent of the
Indemnified Party, which consent will not be unreasonably withheld or
delayed; provided further however, that the consent of the Indemnified
Party will not be required if (i) the terms of the settlement require only the
payment of damages and payment of the full amount of the relevant
indemnification obligation to the Indemnified Party is assured and (ii) the
Indemnified Party is not otherwise materially and adversely affected by
the terms of the settlement.

(e) Survival of Indemnification. The obligations of the Seller and the
Purchaser under this Section shall survive the Closing and continue for a period of
five (5) years following the Closing Date.

18. Confidentiality

The Purchaser acknowledges that during its due diligence investigation, the Seller
has provided the Purchaser with confidential business information relating to the
Business and its facilities, equipment, other assets, employees, patients, financial
condition and results, operations, processes, designs and compilations of data (the
“Information”). The Purchaser will freat the Information in confidence and will not
disclose any of the Information to any other person without the prior written consent of
the Seller, except as provided in this section.

The Purchaser will not use the Information for any purpose other than its
evaluation of the proposed transaction. The Purchaser will only disclose the Information
to those of its employees, attorneys, financial advisers and affiliates who reasonably need
to know the Information in order to render advice in connection with the proposed
transaction, and who are informed of the non-disclosure and non-solicitation provisions
of the Agreement agree to be bound by its terms. The Purchaser agrees to be jointly and
severally liable for any breach of this Agreement by such employees, attorneys, financial
advisers or affiliates.

The confidentiality and non-disclosure obligations in this Agreement will not
apply to any Information that the Purchaser can demonstrate falls within any of the

following:

(a) Information that has come within the public domain through no
fault of or action by the Purchaser; or
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(b)  Information that is in the Purchaser’s possession prior to the
time of disclosure, or that is independently discovered after the date of this
Agreement by the Purchaser without the aid, application or use of the
Information; or

(c) Information that the Purchaser obtains after the date of this
Agreement from any third party who is lawfully in possession of such
Information, and who is not in violation of any contractual or legal obligation to
the Seller with respect to such Information; or

(d) Information that the Purchaser becomes legally obligated to
disclose, provided that the Purchaser (i) obtains a written opinion of counsel that
disclosure of such Information is legally required, and (ii) notifies the Seller in
advance of its duty to disclose, so that the Seller may seek a protective order or
other remedy.

In the event the transaction contemplated by this Agreement is not consummated,
the Purchaser will keep and maintain, in strict confidence, all information concerning the
Business and the Assets of the Seller obtained in the course of its examination and will
destroy all copies of documents, data, schedules and the like that the Purchaser has
acquired from the Seller related to the Business or the Assets.

Notwithstanding anything contained herein, the parties acknowledge that neither
party can or does control what information the media may report.

19. Notices

All notices and other communications under this Agreement will be in writing and
will be given by delivery in person; by facsimile which reflects verification of delivery,
and a copy of the faxed notice is deposited within one business day thereof in the U.S.
Mail by registered or certified mail; by overnight courier, or by registered or certified
mail, return receipt requested, to the parties at their respective addresses set forth below,
with copies as follows:

If to the Purchaser:

Mr. Michael D. DelLoach, Manager
Hendersonville Physicians and Associates, LLC
80 Brownsberger Circle

Fletcher, North Carolina 28732

Fax: (919) 882-9771

With a copy to:

Alexander R. Atchison, Esq.
Young Moore and Henderson, P.A.
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3101 Glenwood Avenue, Suite 200
Raleigh, NC 27612
Fax: 919/782-6753

If to Seller:

Henderson County Hospital Corporation
c/o Kris Hoce
800 North Justice Street

Hendersonville, NC 28791
Fax: (828)696-1128
With a copy to:

Sharon Alexander, Esq.
240 Third Avenue West
Hendersonville, NC 28739
Fax: (828)693-0177

Notice will be deemed given on the date of personal delivery; on the date of
verified delivery by fax; in the case of delivery by certified or registered mail, three
business days after deposit with the United States Postal Service; and one business day
after delivery into the custody and control of an overnight courier service for next
business day delivery.

20.

(a) Rights Confined to Parties. Nothing expressed or implied in this
Agreement is intended or will be construed to confer upon or give to any Person,
other than the parties and their successors and assigns as permitted hereunder, any
right, remedy, or claim under or by reason of this Agreement, and all the terms,
covenants, conditions, promises, and agreements contained herein will be for the
sole and exclusive benefit of the parties and their successors and assigns as
permitted hereunder.

(b) Survival. Except as otherwise specifically provided herein, all
representations, warranties and covenants will survive the Closing, regardless of
any inspection or discovery, whether by reason of due diligence or otherwise, for
a period of three years from Closing. Claims for indemnification or claims in
respect of potential Losses that are made during the relevant survival period will
survive expiration of such periods.

(c) Entire Agreement. This Agreement constitutes the entire
understanding between the parties with respect to the subject matter hereof and
supersedes any and all prior agreements among the parties with respect to the
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subject matter hereof, including, without limitation, that certain Request for
Proposal submitted by the Purchaser to the Seller.

(d) Assignment. This Agreement is not assignable and any purported
assignment will be null and void and of no effect, except that the Purchaser may
assign its rights and obligations to an affiliate of the Purchaser; provided that
Purchaser shall continue to be responsible for the Purchaser’s obligations under
the Agreement after such assignment.

(e) Severability. Any provision of this Agreement that is prohibited or
unenforceable will not affect the validity or enforceability of any other provision.

() Effect of Headings. The Article, Section and subsection headings
contained in this Agreement are for convenience only and will not affect the
construction of the Agreement.

(g) Governing Law. This Agreement will be governed by and
construed in accordance with the laws of the State of North Carolina without
regard to its conflict of law rules. The parties agree that the only proper venue for
any action arising out of or related to this Agreement shall be Henderson County,
North Carolina.

(h) Counterparts. This Agreement may be executed in multiple
counterparts, each of which will be deemed to be an original, and all such
counterparts will constitute but one instrument.

(1) Amendment and Waiver. This Agreement may be amended only
by written agreement signed by the parties. No party will be deemed to have
expressly or impliedly waived any of its rights, powers and/or remedies under this
Agreement unless such waiver is in writing and signed by an authorized signatory
of such party. No waiver of any right or remedy will be construed as a waiver of
such right or remedy that would otherwise be available on any future occasion.

() Bulk Sales Law. The transactions will be consummated without
compliance with any bulk sales law (“Bulk Sales Laws”). If creditors of Seller
assert any claims under an applicable Bulk Sales Law, Purchaser will be
responsible for claims arising under any of the Assumed Liabilities, and Seller
will be responsible for claims arising under any of the Retained Liabilities

[Balance of page left intentionally blank]
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LLC

SELLER:

HENDERSON COUNTY HOSPITAL CORPORATION

By: (SEAL)
N. Kristopher Hoce, its CEO

PURCHASER:

HENDERSONVILLE PHYSICIAN AND ASSOCIATES,

By: (SEAL)
Michael D. DelLoach, Manager
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